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Net Pay Deductions 

A net pay deduction is an amount that is withheld from an employee’s “take home” pay either as 
mandatory, pre-tax mandatory, or voluntary deduction. 

Mandatory Deductions 

These must be deducted from employees’ salaries and wages pursuant to federal or state law. 
Mandatory deductions include but are not limited to the following: 

• Federal & State Income Tax, determined by employee’s W-4 and DE 4.

• Medicare*

• Social Security*

• High Earner Medicare*

• Riverside County Schools is recognized as one employer. The Social Security and Medicare
deductions are cumulative when moving from one LEA to another. Exception: fiscally
independent Riverside County LEAs and charters. They are not recognized by the IRS as the
“same employer.”

• Garnishments.
*Refer to Section 105 of the Payroll and W-2 Manual for the most current rates and wage
limits, if any.

Pre-Tax Mandatory Deductions 

The deductions listed below reduce net pay and may not be subject to federal or state income 
tax.  

• State Retirement Systems: The employee’s paid share contributions to CalPERS or CalSTRS
(Not subject to federal or state income tax. CalPERS deductions are subject to FICA and
Medicare, CalSTRS deductions are only subject to Medicare).

• Alt. FICA-The FICA Alternative Plan: A defined contribution plan authorized under Section
401(a) of the Internal Revenue Code. Employees in certain temporary or part-time positions
are mandated to participate in lieu of earning credit for social security, not subject to
federal or state income tax, but subject to Medicare.

• Employee Health & Welfare Contributions: May not be subject to federal or state income
tax, FICA or Medicare, if employee chooses to participate in 125 plans.

Voluntary Deductions 

Voluntary deductions are done as a “courtesy” for employees. Voluntary deductions are 100% 
employee paid – no employer contribution. These amounts reduce the employee’s net pay, not 
gross pay. Some may be pre-taxed, if eligible, and the employee so chooses. These “voluntary 
deductions” are permitted by law but require an employee’s written request to authorize the 
payroll deduction or salary reduction. DFS has the discretion to approve or deny requests for 
new types of voluntary deductions.  
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The following list provides some examples of currently provided voluntary deductions: 

• Parking Fees

• Membership Dues for Professional Organizations

• Funds Maintained by Labor or Employee Organizations

• Life Insurance

• Disability Insurance

• Accident Insurance

• Charitable Contributions

• District Repays

• 403b

• 457b

• Roth 403b

• Roth 457b

• Dependent Care

• Medical Flex Spending Plan

• Union dues, when applicable

Note: Do not use voluntary deductions for Health and Welfare (H&W) premiums. All H&W deductions 
are part of the required ACA (Affordable Care Act) reporting on form 1095c and W-2, box 12DD 
and should be processed using the H&W module. Use the H&W module for both the employee 
and employer contribution. When H&W deductions are processed correctly using the H&W 
module, IRS reporting is correct. H&W deduction incorrectly processed using a voluntary 
deduction, will not be reported on either the 1095c or the W-2. 
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Reductions 

Reductions in an employee’s gross wages should be made with caution. Reductions are only to be made 
if an employee did not work those hours. If you are contemplating a reduction for any other reason, 
please contact DFS for assistance. 

When an employee’s gross earnings are reduced, all deductions that are based on an employee’s gross 
payroll are affected, including retirement.  

REMEMBER:  Reductions affect gross income, deductions do not. 

When to use Reductions: 

Payroll reductions to reduce the gross wages can be made by using the 4xx and 6xx Payroll 
adjustment codes. Some examples of when it is acceptable to use a reductions code are: 

 Late starts

 Excessive leave

 Current month salary reductions

When not to use Reductions (4xx, 6xx) : 

 Collecting money owed (due to abatements, if an employee breaks something, etc.)

 To collect for a missed health & welfare deduction

 Overpaid travel advance
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Requests for Voluntary Payroll Deduction Codes 

Voluntary Deductions are done as a “courtesy” for employees. Voluntary deductions are 100% employee 
paid – no employer contribution. These amounts reduce the employee’s net pay, not gross pay. 

LEA’s 

• Before requesting a new code, please check to see if one already exists by following the
path, Payroll System/View Payroll Information/View Voluntary Deduction Codes.

• To request a new payroll voluntary deduction code:
o Send e-mail to DFSPayroll@rcoe.us
o Include the following

1. Vendor name
2. Vendor address
3. Warrant payable to:___(insert  payee & account no. if required)___
4. Pre- or post-tax
5. 125 plan, 125 FSA Dependent Care, 403b or 457b, HSA, 125 FSA Medical

o Payroll Voluntary Deduction Codes – County Only:
▪ Garnishments  9XXX 
▪ PERS arrears contributions or redeposit   84XX 
▪ STRS arrears contributions or redeposit   83XX 
▪ Negative voluntary deduction codes  8XXX 

Voluntary Deductions can have multiple addresses for a single vendor. When requesting a new 
Voluntary Deduction code, check to see if one is already available and specify the address for your LEA. 

mailto:DFSPayroll@rcoe.us
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How to Refund a Voluntary Deduction Taken in Error 

If a deduction is taken in error, please analyze the type of voluntary deduction taken and use the 
appropriate method for refund based on the payment type. Some examples are listed below. Contact 
your DFS district contact for more information or questions. (See Section 200 Communication) 

Post-Tax Deductions 

• Refund employee with a commercial warrant from your district

• Refund employee with revolving cash

Pre-tax Deductions 

• Contact the DFS Payroll Manager, each pre-tax situation is unique

Never Refund a Deduction to an Employee with the Following: 

• A payroll adjustment code, such as a 006, 001 or a 9xx code on a future payroll

• DO NOT repay the deduction with a POD

• Never refund a pre-tax deduction without contacting DFS for assistance

Refunding Health Insurance Premiums 

Refunding pre-taxed earnings requires adjusting taxable wages and adjustments may also be required to 

Box 12 DD of the employee’s W-2 form (cost of employer-sponsored healthcare).  There are a number of 

ways to handle this eventuality depending on the situation: 

1. If the amount of the health and welfare refund is less than the employee’s normal health and

welfare deduction for the pay period, use the Modify Employee Benefits screen in Galaxy to

enter the employee refund. The employee will receive the refund on the next pay period and

Box 12DD will be updated if necessary. Please contact the Service Desk for specific instructions

on the use of this screen.

2. If there are a large number of employees that require refunds, contact DFS.  DFS will send the

LEA a spreadsheet template to complete.  Email the completed spreadsheet to DFS and send a

warrant to DFS for the total amount of the refund. DFS will work with the Service Desk to upload

negative voluntary deductions to refund the employees. Please note, the warrant must be

received and deposited by DFS before the negative voluntary deductions can be uploaded to

Galaxy. This option will not update Box 12 DD.

3. Employees close to retirement may have health and welfare as an after tax deduction.  If this is

the case, the LEA can issue refunds directly to the employee via accounts payable since there is

no impact to the taxable earnings.  After tax health insurance refunds should not be processed

via payroll as this increases the taxable earnings for the employee. This option will not update

Box 12 DD.
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If the total cost of the employer-sponsored healthcare does not change, no changes to Box 12 DD are 

required. However, an increase or decrease to the total cost would require an adjustment to Box 12 DD. 

Adjustments can be made using the Health and Welfare screens. Please contact the Service Desk for 

instructions on the use of this screen. 

 

Processing Refunds Using Negative Voluntary Payroll Deductions 

DFS processes refunds of all pre-tax deductions with a Negative Voluntary Deduction code.  

Galaxy makes the taxation corrections when using a Negative Voluntary Deduction to refund a pre-tax 
deduction so there is no longer a need to complete the end of year worksheets to adjust taxes when 
refunds are processed in this manner.  

Post-tax deductions are to be refunded by the district since no adjustment is required to the employee’s 
taxable income.  

Pre-tax deductions that are done by districts will require a spreadsheet to indicate the tax type for 
reporting purposes. If the LEA requires a large number of refunds to be processed, please contact the 
Service Desk.  

The following page shows a screen shot of what you can expect to see when a Negative Voluntary 
Deduction is processed for an employee: 

 

 

Note the outlined deduction. This deduction was processed by the DFS payroll unit. This negative 
deduction is set up for one time (Fiscal Year/Life Time Freq Max). In other words, once the $300.00 is 
returned to the employee, the deduction stops.  
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Scrolling to the far right hand side of the slide bar, there is a start date. If the employee is not in receipt 

of pay during the first payroll run, the system will continue to attempt to give the money back to the 

employee over that period of time. Once the employee receives payroll earnings, the refund is 

processed and no further action is taken. Note the “Number of Times Deducted” shows the number 1.  

 

If DFS is unable to return the money to the employee, the funds will be transferred to the LEA for 
distribution to the employee. 
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The SECURE 2.0 Act of 2022 enacts a variety of changes to retirement plans. Please consult 
with your third-party plan administrators for more information.  

According to Section 603 of the SECURE 2.0 Act of 2022, as of January 1, 2026, employees whose wages 
exceed $145,000 (indexed for inflation) in the prior tax year, may only contribute catch-up contributions 
(for those who are 50 or older) to 403(b) and/or 457(b) plans as Roth contributions (post-tax). Currently, 
catch-up contributions for employees, regardless of the amount of their prior year earnings, could be 
contributed to a traditional pretax 403(b) and/or 457(b). It should be noted that Section 603 states that 
this provision takes effect beginning after December 31, 2023. However, the first two taxable years 
(2024 and 2025) are regarded as an administrative transition period. The provisions of this section will 
be in effect beginning January 1, 2026. 

Additional resources in the links below.  

Secure 2.0 Act of 2022 

IRS Notice 2023-62  Guidance on Section 603 of the SECURE 2.0 Act with Respect to Catch-Up 
Contributions 

IRS Notice 2024-2 Miscellaneous Changes Under the Secure 2.0 Act of 2022 

Tax Shelter Annuity 403(b) 

A 403(b) plan (also called a tax-sheltered annuity or TSA plan) is a retirement plan offered by public 
schools and certain 501(c) (3) tax-exempt organizations. Employees save for retirement by contributing 
to individual accounts. Employers can also contribute to employee’s accounts. 

• The IRS sets annual limits.

• 403(b) reporting in Box 12 code E on W-2

Board members are not eligible to participate in a TSA, they are not considered employees, they are 
instead, elected officials. 

 “Catch-Up” Contribution Plans 

Employees with at least 15 years of service may be eligible to make additional contributions to a 
403(b) plan in addition to the regular catch-up for participants who are age 50 or over. Contact your 
third-party administrator for eligibility. 

https://www.finance.senate.gov/imo/media/doc/Secure%202.0_Section%20by%20Section%20Summary%2012-19-22%20FINAL.pdf
https://www.irs.gov/pub/irs-drop/n-23-62.pdf
https://www.irs.gov/pub/irs-drop/n-24-02.pdf
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403(b) Roth 
 
A 403(b) Roth is a tax-sheltered account developed by the IRS to encourage employees of educational 
institutions and certain non-profit organizations, to save post-tax dollars for retirement.  
 
Contributions to a Roth 403(b) are deducted after-taxes so they are subject to all applicable wage-
withholding requirements. The contributions made to a Roth 403(b) are combined with the 403(b) 
contributions for the annual limit. 
 

• IRS sets annual limits. 

• 403(b) Roth reporting in Box 12 code BB on W-2 
 
The age 50 and special 15+ years of service catch-up are eligible for participants who contribute to the 
Roth 403(b).  
 
Roth accounts are not eligible for employer contributions. If the employer offers matching contributions 
and the participant is contributing to a Roth 403(b), the employer contributions must be posted to a pre-
tax 403(b) account.   
 
A qualified distribution is a distribution taken after a 5-taxable-year period of participation. This means 
that the participant can take a distribution consisting of contributions and earnings tax-free. The 
participant must have maintained the account for five full tax years and meet one of the following 
criteria: 
 

Withdrawal of Funds 

403(b) and 403(b) Roth funds may be withdrawn in these events. 

• Separation of Service/Retire 

• Attainment of Age 59 ½ 

• Hardship 

• Permanent & total disability 

• Death 
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Deferred Compensation 457(b) 

The 457(b) plan is a type of nonqualified, tax advantaged deferred-compensation retirement plan that is 
available for governmental and certain non-governmental employers in the United States. These plans 
allow employees to defer compensation on a pre-tax basis. Board members can participate in 457(b) 
plans. 

 

• The IRS sets annual limits. 

• 457(b) reporting in Box 12 code G on W-2 
 

“Catch-Up” Contribution Plans 

Employees with at least 15 years of service may be eligible to make additional contributions to a 
457(b) plan in addition to the regular catch-up for participants who are age 50 or over. Contact your 

third-party administrator for eligibility. 

 
457(b) Roth 
 
A Roth 457(b) is a type of retirement plan that allows employees to make after-tax contributions to a 
457(b) plan. The contributions are not taxed when the assets are withdrawn, and earnings may also be 
withdrawn tax-free if certain criteria are met. 
 

• IRS sets annual limits. 

• 457(b) Roth reporting in Box 12 code EE on W-2 
 

 Eligibility 

• 457(b) plans are available to employees of state and local governments, as well as certain 

non-profit organizations and educational institutions.  

Taxation 

• Contributions to a Roth 457(b) are included in the employee's gross income and are subject to 

wage-withholding requirements.  

Withdrawal of Funds 

457(b) and 457(b) Roth funds may be withdrawn in these events. 

• Separation of Service/Retire 

• Attainment of Age 59 ½ 

• Unforeseeable Emergency 

• Death 

•  

Annual Notice 
 
LEAs must provide written notice to employees regarding their right to participate in these plans and 
their right to change their contributions.  
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Retirement Contribution Refunds 

Employee refunds of PERS and STRS contributions are no longer being processed via commercial 

warrants which required manual earnings corrections. Refunds are now processed via payroll through 

the use of negative voluntary deductions. District Fiscal Services sends the negative voluntary 

deductions to the IT department for upload into Galaxy.  

An employee in active status will receive the refund the next time they receive their payroll earnings. 

Employees in 700 status will never be refunded through this process since no future payroll will be 

processed. The refunds that are due to employees in 700 status are refunded to the former employer 

and on the View Employee Voluntary Deductions screen in Galaxy the “Start Date” and “End Date” of 

the voluntary deduction code will be the same date. 

The negative voluntary deductions that were uploaded in Galaxy, but were not processed before the 

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

and on the View Employee Voluntary Deductions screen in Galaxy the “Number of Times Deducted” and 

the “Total to Date” of the voluntary deduction code will have zero in both columns. 

Please see pages 530-3 for instructions and report samples for the Employee Contribution Refund 

Process for PERS and STRS.  

Monthly Audit Refunds – Employee Contributions 

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 PERS or 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 Program are now greater than contribution rates for the Defined Benefit Supplement 

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.  

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. 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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Any excess contributions accumulated for members who refund, retire, receive a disability benefit or die 

will be returned to the employer following the end of each quarter. Excess contributions for active 

members will be returned annually in 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. 

 

 

 

  

CalSTRS is currently reviewing 

on a monthly basis and 

issuing a refund when the 

excess contributions 

countywide are in excess of 

$10  
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Employee Contribution Refund Process 
 

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

voluntary deductions (refunds) to Galaxy. 

 Employees in 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 

700 status. See DFS-Notify on page 530-6. 
 

3.  The negative voluntary deductions are uploaded to Galaxy monthly, for all refunds that were 

identified during the prior month’s retirement auditing process. 

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

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

on PODs due to tax issues. 
 

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 of 

retirement contributions are now taxable wages and should be processed as such when the 

district issues the refunds to employees. 
 

6. For the funds received for employees in 700 status or the negative voluntary deductions that 

were not processed, districts should issue claims through accounts payable by December 14th.  
 

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. 

 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. 
 

9. Employer refunds are processed through the monthly “fixed charges” for retirement 

adjustments. 
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Negative Voluntary Deduction Codes for Retirement Contribution Refunds 

Negative Voluntary Deduction Codes for the refund of PERS and STRS Employee Contributions Due to 
Monthly Normal Retirement Audit 

              

CalSTRS   CalPERS 

CODE DESCRIPTION RESOURCE   CODE DESCRIPTION RESOURCE 

8350 
<REFUND-STRS CONTRIB 
JAN> 9818   8450 

<REFUND-PERS CONTRIB 
JAN> 9818 

8351 
<REFUND-STRS CONTRIB 
FEB> 9818   8451 

<REFUND-PERS CONTRIB 
FEB> 9818 

8352 
<REFUND-STRS CONTRIB 
MAR> 9818   8452 

<REFUND-PERS CONTRIB 
MAR> 9818 

8353 
<REFUND-STRS CONTRIB 
APR> 9818   8453 

<REFUND-PERS CONTRIB 
APR> 9818 

8354 
<REFUND-STRS CONTRIB 
MAY> 9818   8454 

<REFUND-PERS CONTRIB 
MAY> 9818 

8355 
<REFUND-STRS CONTRIB 
JUN> 9818   8455 

<REFUND-PERS CONTRIB 
JUN> 9818 

8356 
<REFUND-STRS CONTRIB 
JUL> 9818   8456 

<REFUND-PERS CONTRIB 
JUL> 9818 

8357 
<REFUND-STRS CONTRIB 
AUG> 9818   8457 

<REFUND-PERS CONTRIB 
AUG> 9818 

8358 
<REFUND-STRS CONTRIB 
SEP> 9818   8458 

<REFUND-PERS CONTRIB 
SEP> 9818 

8359 
<REFUND-STRS CONTRIB 
OCT> 9818   8459 

<REFUND-PERS CONTRIB 
OCT> 9818 

8360 
<REFUND-STRS CONTRIB 
NOV> 9818   8460 

<REFUND-PERS CONTRIB 
NOV> 9818 

8361 
<REFUND-STRS CONTRIB 
DEC> 9818   8461 

<REFUND-PERS CONTRIB 
DEC> 9818 

       

The month refers to the month when the refund was processed (uploaded to Galaxy)   

 
 

Effective Ending Date of Negative Voluntary Deductions for Retirement Contribution Refunds 

The negative voluntary deduction codes have two ending dates which were set-up to coincide with the 

calendar and fiscal year end dates.  

Deduction Codes with May through December descriptions have an effective ending date of November 

30th (8354–8361 for STRS and 8454–8461 for PERS). Deduction Codes with January through April 

descriptions have an effective ending date of May 31st (8350–8353 for STRS and 8450–8453 for PERS). 
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Negative Voluntary Deduction Codes for Excess Contribution Refunds- DB vs. DBS 

 

Negative Voluntary Deduction Codes for the refund 
of Excess STRS Employee Contributions – DB vs DBS  

CalSTRS 

CODE DESCRIPTION RESOURCE 

8981 <REFUND-STRS DB VS DBS> 9819 

 

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. 

 

Effective Ending Date of Negative Voluntary Deductions – DB vs DBS 

The negative voluntary deduction code for the Excess Contributions for active members that are 

returned in September/October have an effective date of October 1st through November 30th. 

The negative voluntary deduction code for the Excess Contributions that are returned any other time 

during the fiscal year will have an effective date of two months and will be returned to the appropriate 

district if the employee does not receive payroll earnings within two month. These Excess Contributions 

are being returned because the employee has refunded, retired, received disability benefits or died, 

therefore the district will most likely not process any future payrolls for the employee. 
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Employee contribution refunds are transferred to the 

districts when an employee is in termed status or does not 

receive payroll earnings during the active period of the 

Negative Voluntary Deduction Code 
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DFS Notify – Refund Process 
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o does not receive payroll earnings during the active period of the Negative Voluntary  

 

 

 



530 – Retirement Contribution Refunds  Payroll and W-2 Manual 
   

November 2016  Section 530-9 
 

DFS Notify- Remaining Balance 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notification transferring funds to 

districts for employees who did 

not received payroll during the 

active period of the negative 

voluntary deduction 
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Health and Welfare Vendors  

The Health and Welfare (H&W) module is used for more than just health plans, often LEAs agree to 
share the costs of benefits with the employees. When benefit costs are shared by the employee and 
employer and the LEAs need to request a new employee premium contribution vendor number: 

o Send email to DFSPayroll@rcoe.us  
o Include the following: 

1. Vendor name & vendor address 
2. Warrant payable to:     (insert  payee & account no. if required)    
3. No need for pre-tax or post-tax information to DFS; there is an indicator you must 

click on the Health and Welfare (H&W) screen for each employee to identify the 
taxing option for the plan. 
 

• Employee Health & Welfare deductions are processed via the Galaxy Health and Welfare 
System, they are NOT voluntary deductions. Only deductions that are 100% employee paid (zero 
employer contributions) should be placed on the Galaxy voluntary deduction screens. 

• The Employer Paid Contribution for Health & Welfare is a different vendor. The vendor should 
be obtained from the LEAs purchasing or accounts payable department, not RCOE DFS. 

• The H&W module is also used for HSAs, TSAs, 403(b), and 457(b) when there is an employer 
contribution involved. 
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Processing of Garnishments and Withholding Orders 

The Payroll Unit in District Fiscal Services processes garnishments and withholding orders for all LEAs 
participating in Galaxy. LEAs have a responsibility to timely respond to any notice received for an 
employee wage garnishment, or financial loss could result to the LEA from a failure to comply. Following 

the basic steps outlined below will help ensure that both DFS and LEAs remain in legal compliance with 

all employee wage attachment orders. 

Types of Garnishments which Require Timely Action 

Please immediately forward the following to the Payroll Unit in District Fiscal Services: 

1. Wage Assignments

• Child Support

• Spousal Support
2. Earnings Withholding Orders

• Franchise Tax Board

• Sheriff

• Student Loans

• Employment Development Department

• Board of Equalization
3. Internal Revenue Service (IRS) Levies
4. Bankruptcies

Exceptions

The National Medical Support Notice (NMSN) is the only garnishment document that should be 
completed by the LEA. 

Employment Confirmation/Verification Requests from authorized agencies are not 
garnishments. They are simply requests for employee information, usually for a loan, rental 
agreement, etc. Complete these requests and return them directly to the requesting agency. 
Contact the DFS Payroll Unit if you have questions regarding completion of the document. 

Confidentiality 

• Garnishment information is confidential.

• Please do not discuss employee garnishment issues with other staff.

• All wage order information and documents must be handled in this manner.

LEA Action 

1. Original garnishment documents and correspondence, in their entirety, should be forwarded
immediately to the Payroll Unit in DFS.

• Documents should be sent via US Mail to RCOE DFS-Payroll:
Riverside County Office of Education 
District Fiscal Services-Payroll 
PO Box 307 
Riverside, CA 92502-0307 

• Documents should be forwarded the same day they are received due to legal
timelines which must be observed.

o Failure to respond promptly to items could result in a valid garnishment not
being processed against one or more payrolls.



545 – Garnishments and Withholding Orders Payroll and W-2 Manual 

October 2024  Section 545-2 

• Complications could result when documents are delayed or when employees call the
DFS Payroll Unit before a copy of the garnishment is received.

• Please do not e-mail documents containing social security numbers to DFS.
Most e-mail messages can be read over servers during transmission.

• Modifications, Releases, and/or Terminations of Garnishments should be faxed
immediately to:

[951] 826-6961
Attention: Payroll Unit

• DFS Payroll will send the employee’s copy of garnishment documents directly to the
employee.

2. LEAs must accept service of the garnishment orders when served in person and must
forward them to the DFS Payroll Unit.

3. Documents should only be accepted from originating agencies not from employees.

• Documents handled by the employee could be altered.

• Contact the DFS Payroll Unit with questions about document sources.
4. Documents should not be given directly to the employee.

• Direct inquiries regarding garnishments to the DFS Payroll Unit.

• Do not attempt to answer inquiries regarding garnishments.

• Employees seeking modifications or releases should be directed to the originating
agency and should be given the DFS Payroll Unit’s facsimile (FAX) number below.

• Refer calls from employees, creditors, or tax agencies to the DFS Payroll Unit.

DFS Payroll Contact Information 

Telephone NumberPhone number 951-826-6538

Fax number 951-826-6961

Email DFSPayroll@rcoe.us 

5. Due to privacy laws, the DFS Payroll Unit staff cannot discuss garnishment matters with
anyone other than the employee. If the employee wishes to have LEA personnel involved in
the discussion, the LEA staff person(s) must be present and the employee must personally
inform the DFS Payroll Unit staff member that they wish to have the LEA staff person(s)
involved in the discussion of their garnishment.

6. Garnishments are calculated and entered by the Payroll Unit in DFS after the
Gross/Preliminary process for the A, B, C, D, and M payrolls. LEA adjustments to employee
preliminary wages after the prelim report has printed may prevent an employee’s wages
from being garnished properly.

7. PODs: After the 11:00 a.m. LEA approval, the garnishments are calculated and entered prior
to the net running at 12:00 p.m.

Questions specifically related to the garnishments and amount of withholdings, and all phone calls, e-

mails, and faxes regarding claims against an employee’s salary should be directed to the DFS Payroll 

Unit. Please do not share garnishment information with any other members of your staff.  

mailto:DFSPayroll@rcoe.us
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Payroll Tax Types 

The term “payroll tax” is used to describe two different types of similar taxes. The first type, known 
as withholding tax, is withheld from an employee’s wages by their employer. The employer then sends 
the withheld amount to the appropriate taxing authority. It is also referred to as a “pay-as-you-go” tax. 
The second type of payroll tax is paid by the employer, from his/her own funds. The amount of payroll 
tax that an employer owes depends on the jurisdiction and may be fixed or a percentage of the 
employee’s salary. 

Employers withhold payroll taxes (and income taxes) from their employees’ wages. Payroll taxes are 
then collected by both federal and state taxing authorities, which use the revenues to fund programs 
such as Social Security, Medicare, unemployment compensation, and worker’s compensation. 

Calculating Taxable Income 

Most tax withholdings are calculated against taxable earnings not necessarily the gross amount an 
employee earns. Special provisions in the Internal Revenue Code dictate what income an employee 
receives is taxable and which deductions can reduce the taxable amount an employee earns. For the 
most part, the state of California follows the same guidelines for calculating taxable income. 

Below is a chart that shows the type of payment or deduction and how they affect taxable income: 

Type of Payment Federal Taxable 
Reduction 

State Taxable 
Reduction 

Social 
Security/Medicare 
Reduction 

CalSTRS Yes Yes No 

CalPERS Yes Yes No 

Alt FICA Yes Yes No 

403b/457 Yes Yes No 

125 IRC* Yes Yes Yes 

Ride Share No Yes No 

Workers’ 
Compensation 

Yes Yes Yes 

HSA 125 (withholding) Yes No Yes 

Domestic Partner (125 
H&W) 

No Yes No 

Most earnings an employee receives in their paycheck will be part of the gross pay for withholding 
purposes unless they are reimbursements such as mileage or business expenses from an accountable 
plan.  

Income Tax Withholding 

Employers are required to subtract taxes from an employee’s pay and employers are required to pay 
those withholdings to federal and state taxing agencies on behalf of the employee. Both the state and 
federal withholding programs are based on the “pay-as-you-go” principle and tax tables are set up 
using this premise. At the end of each calendar year, employees use a federal Form 1040 and the CA 
540 form to calculate their annual liability and claim the amount of the withheld taxes reported 
annually on the form W-2 as a credit against their annual liability. 
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Withholding tax (also known as “payroll withholding”) is essentially income tax that is withheld from 
wages and sent directly to the IRS. In other words, it’s similar to a credit against the income taxes 
liability that employees must pay for the year.  

Flat Tax Method 

Flat tax withholding, or supplemental withholding, is required when an employee is getting an 
additional amount over and above their normal salary. For example, if an employee is being paid a 
retroactive payment on a POD that one-time payment, per the IRS, should be taxed a flat or 
supplemental rate.  

 

• Federal Supplemental (Flat Tax) = 22% 

• California Supplemental (Flat Tax) = 6.6% 
 
To use the flat tax on a POD, make sure the flat tax check box is marked; otherwise Galaxy will use the 
employees Form W-4 to calculate withholdings. The employee could be over or under withheld 
depending on the employee’s tax liability. Form W-4 withholding method assumes the employee is 
receiving the same amount every pay period therefore, payments received over and above an 
employee’s normal salary are supplemental and should be taxed at the flat tax rate. 
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Federal - Form W-4 

When you hire an employee, you are required to have the employee complete a Form W-4, Employee's 
Withholding Allowance Certificate. If an employee fails to give you a properly completed Form W-4, 
you must withhold federal income taxes from the employee’s wages as if they were single and claiming 
no withholding allowances. Be sure to not give employees any tax advice when they are completing 
this form. Instead, refer them to the information listed on the form and their personal tax professional. 

Using the Form W-4 Prior to 2020 

The IRS overhauled the W-4 form in 2020. The IRS did not require employees to turn in a 2020 Form W-
4. Instead, they allowed employees to continue to use the previous withholding allowances if they did 
not wish to change their withholding status. (A sample of the 2019 Form W-4, prior to the changes to 
the form in 2020, is located on the following pages.) However, if an employee wishes to change their 
filing status, employers will be required to issue them the most recent version of Form W-4. 

An employee may want to change their filing status on Form W-4 for any number of reasons, such as a 
change in marital status, number of dependents, or a change in the amount of itemized deductions or 
tax credits anticipated for the tax year. Per the IRS, “If you receive a revised Form W-4 from an 
employee, you must put it into effect no later than the start of the first payroll period ending on or after 
the 30th day from the date you received the revised Form W-4. You must honor the request unless the 
[Form W-4 is invalid] and Lock-in Letters apply.” The IRS gives employers a great deal of time to process 
the Form W-4, but best practice is to update the employee’s records as soon as possible.  

Declaring Exempt from Tax Withholding 

The IRS requires employees complete a new Form W-4 when they are renewing their EXEMPT status or 
changing withholdings. An employee may claim exempt from withholding using the most recent Form 
W-4 by writing the word EXEMPT under line 4(c) of the W-4. If an employee marks that they are 
exempt from withholding, the Form W-4 is only valid for the calendar year for which it was received. A 
new Form W-4 must be completed and submitted by the employee by the 15th of February of the 
following year or the employer is obligated to change the employee to single “without a check box”.  

Note: An employee who wishes to claim exempt from California withholding, must also claim exempt 
from Federal withholding. The employee must check the box on line 3 (Exemption from 
Withholding) of the DE-4. 

The most recent W-4 form is available on both the IRS and RCOE websites. 
https://www.irs.gov/pub/irs-pdf/fw4.pdf 

 

 

 

 

 

Using the Form W-4 Prior to 2020 

https://www.irs.gov/pub/irs-pdf/fw4.pdf
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Below is an example of the Galaxy screen for those employees who remain under the version of the W-4 
prior to 2020. As noted earlier, if an employee wishes to change their filing status, employers will be 
required to issue them the most recent version of Form W-4. 

When an employee turns in a current version of Form W-4, the LEA must check the box marked “Use 

TCJA W-4” to allow entry into the TCJA Federal Tax section. Once the “Use TCJA W-4” is checked, the 

box will not be available for updating. For those employees that do not wish to make changes to their 

withholdings, the withholding allowance entered on this screen will continue to be used to calculate 

employee withholding.   

Galaxy Screen for Form W-4 Prior to 2020 

Calculating the W-4 Taxes Withheld (FOR W-4s SUBMITTED PRIOR TO January 1, 2020) 

Several factors are taken into consideration when calculating the amount an employee should have 
withheld for federal income tax withholding. Marital status, number of withholding allowances, the 
amount of the gross earnings as well as deductions for CalPERS, CalSTRS, IRC 125 plans, 457bs, and 
403bs. In addition, annual changes are made by the IRS to the dollar amount of the exemptions, the tax 
brackets, and the percentage to withhold. The Galaxy system uses the Percentage Method to calculate 
the correct amount to withhold from an employee’s paycheck.  

For more information regarding how federal withholding taxes are calculated, please refer to 
Publication 15, (Circular E), Employer’s Tax Guide. This guide documents how withholdings are 
calculated using the Percentage Method of income tax withholding. 

Check this box to update 

withholding information for 

employees previously using the 

version of the W-4 form prior to 

2020.  
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Most recent version of Form W-4  

Below is the Galaxy screen that aligns with the most recent version of Form W-4.    

 

Complete the entry of the information directly from the Form W-4 you receive from the employee.  If 

on Step 3 of the form, the employee does not have any entries or the two amounts do not add 

together, you can ask the employee for clarification, if the employee fails to make the change take the 

amount entered on line 3 regardless of the two amounts entered in Step 3. 

The following pages show a copy of the 2023 Form W-4. Previous version of the Form W-4 allowed for 

writing on the form above the dotted line, this new version is a full page.  The only employer identified 

space is located on the bottom of the form in a box “Employers Only”.  Until we have further 

clarification regarding writing on the form by anyone other than the employee, please refrain from 

writing on the form itself and instead attempt to use the margins or the “Employers Only” box for LEA 

notations such as employee ID.  

Refrain from giving employees advice when completing the form, instead tell them the purpose of the 

various section of the form for example: 

1. Name, address, SSN (full SSN required). 

2. Marital Status, (Single, Married filing joint, Head of Household). 

3. Check box if employee wishes to use, will use a separate table that withholds less. 

4. Annual amount for dependents, if desired. 
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5. Annual amount for additional income, if desired. 

6. Annual amount for deductions, if desired. 

7. Additional withholding per pay period (works like previous Form W-4). 

8. Spot where employee can claim EXEMPT (write the word EXEMPT in this area). 

9. Signature and date the form. 
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Withholding instructions for W-4 

Publication 15-T is available on the IRS website to assist employers in the calculations for Form W-4.  If 

you have questions about how withholdings are calculated for your employee, please refer to the 

publication.  

Percentage Method Tables 

Withholdings for employees in Galaxy will be based on the Percentage Method.  All automated payroll 

systems, including Galaxy, work off the Percentage Method.  

California Withholding – DE 4 

With the passage of the TCJA and the release of the revised Form W-4 in 2020, employees are no longer 
able to use the Form W-4 and need to provide a DE-4 when they wish to change their withholdings.  
Please have employees give you a DE-4 whenever they give you a current version of Form W-4 in order 
to correctly calculate California withholdings.  

As a result of the changes to the 2020 W-4, California developed a new version of the DE-4. A sample of 
the most recent Form DE 4 (12-2022) is on the following pages. Form DE 4 no longer includes “Number 
of Itemized Deduction Allowance.” The form allows entry of regular withholding allowances, and an 
additional amount of money to be withheld each pay period. Unlike previous versions of the Form DE-4, 
this version has a check box for employees to claim exempt from California withholding. The entry screen 
for the most recent version of Form DE 4 in Galaxy is shown below: 

 

Note: Do not mark the SDI box unless your district participates in state SDI. 

The most recent DE-4 form is available on both the IRS and RCOE websites. 
https://edd.ca.gov/pdf_pub_ctr/de4.pdf 

 

 

  

https://edd.ca.gov/pdf_pub_ctr/de4.pdf
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Calculating California Withholding – DE 4 

California withholding calculations are not the same as federal withholdings. Encourage your 
employees to review the information provided on the DE 4, but as with the Form W-4, do not give out 
tax advice and instead encourage employees to speak to their tax professional if they have any 
questions about how many exemptions to withhold.  

Galaxy performs California withholding calculations using the “Method B – Exact Calculation Method”. 
Each calendar year, California (Employment Development Department) adjusts the withholding tables. 
These tables can be found in the EDD DE 44, California Employer’s Guide.  
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IRS “Lock-in” Letter 

If the IRS determines an employee does not have enough withholdings, the LEA will receive a “Lock-in” 
letter. The “Lock-in” letter will specify the maximum number of withholding allowances permitted for 
the employee. The employer must disregard any Form W-4 that results in less tax withheld, until the IRS 
notifies the employer otherwise.  
 
Once a release of a “Lock-in” letter is received, the employee’s withholding allowances can be altered to 
reflect the last valid Form W-4 received from the employee. If the last Form W-4 states the employee is 
exempt, and that Form W-4 is over one year old, set the employee’s Form W-4 panel to Single/”no 
check box” until a new valid Form W-4 is received. 
 

How to Process a “Lock-in” Letter 

 

• In Galaxy (Add/Modify Employee Information) add the Date Updated and mark the “Federal 
Restrictions” box. 

   

 

If the employee no longer works for you, complete the section on the “Lock-in” letter 
indicating the employee is no longer your employee and send or Fax that page to the IRS as 
indicated on the letter. 

 

California Withholdings When a “Lock-in” Letter is Received 

California changed the DE-4 significantly in 2020. These changes include a statement indicating they will 
no longer require employers to follow the IRS Lock-in letter and instead, require employees to complete 
a DE-4.  Subsequently, if the employee is not being withheld to the satisfaction of the FTB (Franchise Tax 
Board), they may send the employer “special instructions” similar to the IRS Lock-in. 
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Social Security (FICA) and Medicare Tax 

Social Security (FICA) and Medicare tax are federal taxes. The current rates for these taxes are: 

• FICA = 6.2%

• Medicare = 1.45%

• Additional Medicare = .09%

Employers pay the matching amount of the FICA and Medicare taxes. 

FICA 

FICA is paid by employees who pay into CalPERS, while those who are eligible for CalSTRS do not pay 
FICA taxes. In addition, employees who are ALT-FICA eligible also do not pay FICA taxes, i.e., substitute 
teachers prior to CalPERS eligibility if a district participates in an Alt-FICA plan. 

The FICA tax is calculated only on earnings that are deemed FICA taxable; see Section 550-1 for a table 
of deductions that reduce FICA taxable as well as earnings that are exempt from FICA taxable.  

There are additional circumstances that exclude employees from FICA, if you are unsure about the 
correct FICA status for an employee, contact DFS for guidance.  

FICA limits are set annually by the Social Security Administration. Once an employee’s FICA limit is 
reached, the employee no longer has FICA taxes withheld (see Section 105-1 for the annual limits on 
FICA taxes).  

Medicare Tax 

Most employees, with very few exceptions such as students working on campus and employees hired 
prior to April 1, 1986 pay Medicare. As is the case with FICA, questions about an employee’s Medicare 
status should be directed to DFS. 

Medicare tax, like FICA, is calculated only on earnings that are deemed Medicare taxable; see Section 
550-1 for a table of deductions that reduce Medicare taxable as well as earnings that are exempt from
Medicare tax.

Medicare tax does not have a limit and remains at a rate of 1.45% for the employee regardless of the 
accumulated Medicare earnings. The Medicare rate is subject to change annually. 
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Additional Medicare  
 
Additional Medicare went into effect on January 1, 2013 and has remained at a constant rate of .09 %. 
This tax is placed on wages in excess of $200,000 and is not matched by employer contributions. The IRS 
threshold amount for taxpayers who are married and file jointly is actually $250,000 so an employee 
may be eligible for a refund on their form 1040; however, employers are directed to begin to withhold 
the additional Medicare tax when employees reach $200,000 in taxable wages. Additional Medicare is 
also subject to change annually (calendar year). 
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Unemployment and Disability Insurance 

The Unemployment Insurance (UI) program pays benefits to workers who have lost their job and meet 
the program’s eligibility requirements. If an employee has become unemployed, they may file an 
unemployment claim.  
 
State Disability Insurance (SDI) is a partial wage-replacement insurance plan for California workers. The 
SDI program is state-mandated and funded through employee payroll deductions. SDI provides 
affordable, short-term benefits to eligible workers. 

 

Federal Unemployment Tax Act (FUTA) 

• California School Districts and Community Colleges exempt. 

State Unemployment Insurance Program (SUI) 

• Covers California public employers, rates and contributions structured under “School 
Employers Fund”.  Tax Deposit and Reporting processed quarterly by RCOE-DFS. The 
employer is responsible for state unemployment contributions.  

• See Section 110-1 for current employer rate. 

California State Disability Insurance (CASDI) 

• Voluntary program for California school districts. Tax Deposits and Reporting processed 
at the district level. 

• State Disability Taxable Earnings Limits are set by the State of California and subject to 
change annually.  

• SDI withholding rate is subject to change annually. 

• See Section 110-1 for the current SDI withholding rate and annual contribution and 
maximum withholding limits. 

 

http://www.edd.ca.gov/Unemployment/Eligibility.htm
http://www.edd.ca.gov/Unemployment/Filing_a_Claim.htm
http://www.edd.ca.gov/Unemployment/Filing_a_Claim.htm
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