Oregon Payroll Deductions 


Under Oregon law[footnoteRef:1], employers are permitted to make employee payroll deductions under the following circumstances: [1:   ORS 652.610(3)
] 


1. The employer is required to do so by law;
Ex) Garnishments or taxes; processing fees for garnishments

2. The deductions are authorized in writing by the employee, are for the employee's benefit, and are recorded in the employer's books;
Ex) Health insurance premiums; items charged when employer is a retailer 

3. The employee has voluntarily signed an authorization for a deduction for any other item, provided that the ultimate recipient of the money withheld is not the employer, and that such deduction is recorded in the employer's books;
Ex) Charitable contributions 

4. The deduction is made from the payment of wages upon termination of employment and is authorized pursuant to a written agreement between the employee and employer for the repayment of a loan made to the employee by the employer if certain conditions are met;

5. The deduction is authorized by a collective bargaining agreement to which the employer is a party.

Till Shortages or Bad Checks

Deductions for till shortages and bad checks are not allowable. Employees should have written policies that are clearly communicated to employees and violations of those policies could result in corrective action, up to and including termination. 

Destruction of Company Property Through Employee Negligence or Stealing

Deductions for destruction of company property through employee negligence or deductions for stealing are not allowable even if the employee admits to such and agrees to pay back the employer in writing. An employer may take corrective action against the employee. An employer could also pursue reimbursement for damages through the civil court system, as well as pursuing criminal charges for stealing. 
 
Purchase of Uniforms or Equipment Required to do the Job

Payroll deductions for uniforms or equipment required to do the job are not allowable. However, employees may be required to purchase required items as long as a purchase does not bring the employee below minimum wage in any pay period. 
Generally, minimum wage employees may not be required to purchase uniforms or equipment. However, if an employer requires generic uniforms, such as a black skirt/pants and white blouse/shirt suitable for street wear, even minimum wage employees can be required to purchase these generic uniforms.  However, employers still cannot make payroll deductions for these generic uniforms with minimum wage employees.

Meals and Lodging if They are Required by the Employer 

Employers may make deductions for meals and lodging when it is for the private benefit of the employee, but only if the employee has voluntarily signed an authorization. However, if meals or lodging is not for the private benefit of the employee, deductions may not be made. For example, when the employee lives on the employer’s premises as a job requirement, lodging is not for the employee’s private benefit and minimum wage must be paid in addition to the value of the lodging.

Garnishment Processing Fees 

Under Oregon law[footnoteRef:2], an employer may collect a $2 processing fee for each week of wages garnished. However, this fee may not be collected until after the last payment is made under the writ. Additionally, a garnishment processing fee may not be collected if withholding the fee would take them below 75% of disposable earnings or $254 per week, whichever is more.  [2:  ORS 18.736] 


[bookmark: _Hlk158299517]Group Health Insurance Premiums – Failure to Return to Work after OFLA/FMLA or PLO

Under both Oregon[footnoteRef:3] and federal law[footnoteRef:4], if an employee on the Oregon Family Leave Act (OFLA), Paid Leave Oregon (PLO) and/or the Federal Medical Leave Act (FMLA) fails to return to work, unless the failure to return to work is because of a serious health condition for which the employee would be entitled to OFLA/FMLA/PLO leave or another circumstance beyond the employee's control, the employer may recover the employee's share of benefits paid by the employer. The employer may use any legal means to collect the benefit premium amounts, including deducting the amount from the employee's final paycheck. [3:  OAR 839-009-0270(6)(e); ORS 471-070-1330(7)(c)]  [4:  29 CFR §825.213] 


Group Health Insurance Premiums – Employee Returns to Work after OFLA/FMLA or PLO

[bookmark: _Hlk159836483]If the employer pays (directly or indirectly, voluntarily or as required by state or federal statute) any part of the employee's share of health or other insurance premiums while an employee is on OFLA/FMLA leave and/or PLO leave, the employer may deduct up to 10 percent of the employee's gross pay each pay period after the employee returns to work until the amount is repaid.




Group Health Insurance Premiums – Jury Duty 

Under Oregon law[footnoteRef:5], an employer with 10 or more employees must maintain health, disability, life, and other insurance coverages for an employee who is on jury duty. If the employer is required to pay the costs of providing such coverage, the employer may deduct those amounts from the employee’s payroll upon the employee’s return to work until the amount is repaid. However, the total amount deducted for insurance may not exceed 10 percent of the employee’s gross pay each pay period. Additionally, if the employee quits employment before the amount of these advances has been repaid, the employer may deduct the remaining balance owed for these advances (and these advances only) from any amounts owed by the employee to the employer, or the employer may seek to recover those amounts by any other legal means. [5:  ORS 10.092] 


Employee Credit Accounts 

Deductions for employee credit account charges are allowable.  However, these deductions may not bring the employee below minimum wage.  Additionally, payments on such accounts may not be accelerated on the employee’s separation from employment.

Because of the obvious risk to employers, it is essential that the employer adopt a conservative policy concerning employee credit accounts.

To prevent a large credit balance from existing at the end of an employment relationship, it is advisable that the employer set up a repayment schedule that limits the repayment term to two to four pay periods.

For instance, employees should be allowed a specified credit limit and the deduction amount should be predetermined.  While encouraging prompt payment, the credit limit and deduction amount should be set in consideration of minimum wage requirements.  Practically, this would mean the higher the employee’s wage, the higher the allowable deduction amount and therefore, the higher the credit limit.

· As an example, an employee could have a $200.00 credit limit and a $50.00 per paycheck deduction.  This employee would have the credit balance paid within four pay periods.

Remember, even if the deduction amount has been predetermined, it may not bring the employee’s wage below minimum wage.  Therefore, an issue may arise when an employee who has not worked a full pay period is separated from employment.  The deduction amount cannot be accelerated and must be adjusted to comply with minimum wage requirements.



Repayment of Loans 

Generally, employers may not make payroll deductions for a repayment of a loan given to the employee by the employer. However, a deduction may be made under the following circumstances: 

· The deduction is made from the payment of wages upon termination of employment;
· It is authorized pursuant to a written agreement between the employee and employer for the repayment of the loan made to the employee by the employer;
· The employee voluntarily signs the agreement;
· The loan was paid to the employee by cash or any method permitted under Oregon law[footnoteRef:6];  [6:  ORS 652.110] 

· The loan was made solely for the employee’s benefit and was not used, either directly or indirectly, for any purpose required by the employer or connected with the employee’s employment with the employer;
· The amount of the deduction at termination of employment does not exceed the amount permitted to be garnished under Oregon law[footnoteRef:7]; and [7:  ORS 18.385] 

· The deduction is recorded in the employer’s books. 

















Sample Policy Language
This is a sample policy.  Prior to implementation, it should be amended to reflect your organization’s practices and legal obligations.

Payroll Deductions

Various payroll deductions are made each payday to comply with federal and state laws pertaining to taxes and insurance.  Deductions will be made for the following:

· Federal and State Income Tax Withholding
· Social Security (FICA)
· Medicare
· Workers’ Compensation Insurance
· Other items designated and authorized by you in writing 
· Other items required by law, such as wage garnishments

At the beginning of each calendar year, you will be supplied with your Wage and Tax Statement (W-2) form.  This statement summarizes your income and deductions for the previous year. You may also update your Withholding Allowance Certificate (W-4) deductions at any time. If you have any questions regarding these deductions, please contact the payroll department.

























[bookmark: _Hlk134022450]Template
This is a template.  Prior to implementation, it should be amended to reflect your organization’s practices and legal obligations.

Deduction Authorization – Health Insurance 

I, _______________________________, voluntarily authorize [Company Name], to deduct my share of health insurance premiums for coverage for my dependents and me from my paycheck.


________________________________________________	_____________________
Employee Signature							Date


________________________________________________	_____________________
Employer Signature							Date


























Template
This is a template.  Prior to implementation, it should be amended to reflect your organization’s practices and legal obligations.

Deduction Authorization – Employee Credit Account

I, _______________________________, voluntarily authorize [Company Name], to deduct $___.__ per paycheck to be credited to my employee credit purchase account.  At no time shall any such deduction bring my hourly wage below minimum.

I understand that my credit balance may not exceed $_____.__.  If at any time my balance does exceed this amount, I will not be allowed further cash or credit purchases until the balance is brought to good standing.


________________________________________________	_____________________
Employee Signature							Date


________________________________________________	_____________________
Employer Signature							Date
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