Washington Payroll Deductions 


Permissible Payroll Deductions

Under Washington law[footnoteRef:1], employers are permitted to make employee payroll deductions even if the deduction takes the employee’s wages below the applicable state minimum wage:  [1:   RCW 49.52.060
] 


1. Deductions required by Washington or Federal law.
Ex.) Federal income taxes, Medicare, Workers' Compensation
2. Court-ordered wage garnishments.
3. Deductions that benefit the employee only. The employee must have agreed to the deductions in advance. The agreement must be in writing except for final paychecks, which can have an oral agreement.
Ex.) Personal loans including but not limited to cash advances, 401k or retirement loan payment, bail or bond payments
Ex.) Personal purchases of a business’s goods or services such as:
· Food purchases from the cafeteria
· Equipment purchased from employer
· Rent for living on employer-owned property
· Employee’s health, dental, vision, and other insurance payments or co-payments
4. Deductions for medical, surgical, or hospital care or service.

Note: Employers may charge retail prices and a reasonable interest rate for loans, but they cannot financially profit or benefit from these deductions.

Prohibited Paycheck Deductions 

During an on-going employment relationship, employers cannot deduct any of the following:

1. Reimbursement for a customer's bad check or credit card
2. Cash register shortages
· EVEN if the employee had sole access to the till, the employee counted the cash at the beginning and end of their shift
3. Customer walk-outs, theft, or unpaid bills
4. Damages to or loss of company equipment





Final Paycheck Deductions

Except for the permissible payroll deductions listed above, final paycheck deductions cannot take an employee’s final paycheck below minimum wage. If the employer and employee agree, either with an oral agreement or in writing, the following may be deducted ONLY if the incidents occurred during the final pay period: 

1. Cash shortage in the till 
a. [bookmark: _Hlk175043876]ONLY if the employee had sole access to the till, the employee counted the cash at the beginning and end of their shift, and the employer has an established policy regarding employes handling cash. 
2. Lost or damaged equipment 
a. ONLY if the employer can prove that the damaged or lost equipment was caused by the employee’s dishonest or willful act.
3. Accepting a “bad check” (NSF) or credit card purchase
a. ONLY if the employer has previous policies in place regarding check and credit card acceptance 
4. Worker theft
a. Only if the employee’s actions are shown to be dishonest or willful and the employer files a police report.

Note: The employer bears the burden of proof to demonstrate the employee's alleged misconduct and the existence of any relevant policies, agreements, or procedures. Employers should clearly communicate to employees, in writing, all policies, agreements, and procedures that could result in deductions from their final paycheck. These policies should be signed by the employee.

Overpayment 

An overpayment[footnoteRef:2] occurs when an employer unintentionally or accidentally pays more than an employee’s agreed-upon wage rate or for more hours than they actually worked. [2:  WAC 296-126-030] 


Employers can only deduct an overpayment from an employee’s paycheck only if it is:
· Inadvertent,
· Infrequent, and
· Discovered within 90 days of the overpayment.

If an overpayment is not detected within 90 days, the employer cannot adjust an employee’s current or future wages in order to recoup the overpayment.

Before an adjustment is made, the employer must provide advance written notice and documentation of the overpayment to the employee. The written notice must include the terms of how overpayment will be recouped. For example, an employer may offer to split the deductions for overpayment over multiple paychecks or they can choose to deduct the entire amount at once. Recouping the overpayment may reduce the employee's gross wages below the state minimum wage. 

Garnishment Processing Fees 

Under Washington law[footnoteRef:3], an employer may collect a processing fee up to $20.00 for the first answer and $10.00 at the time the garnishee submits the second answer. This fee is to cover the employer’s administrative costs associated with the garnishment.  [3:  RCW 6.27.095] 


Child Support Order Fees

Under Washington law[footnoteRef:4], an employer may charge a fee to the employee for the administrative costs of processing a court-ordered support withholding. An employer can deduct $10.00 for the first remittance and $1.00 per remittance after. This deduction is to be taken the remainder of the employee's earnings after withholding.  [4:  RCW 26.18.110
] 


Retroactive Paycheck Deductions of Workers’ Compensation Premiums

Employers generally have the right to deduct from an employee's paycheck half of the Medical Aid Fund portion of their workers' compensation premium. However, if an employer consistently fails to make this deduction, they cannot retroactively deduct the missed amounts. In cases of infrequent or unintentional errors, the employer may need to consider whether the overpayment regulations, listed above, apply.


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.

Overpayment Acknowledgement 

Date of Notice ____________________ 

An overpayment to one of our employees has occurred. The details are as follows:

Pay Cycle(s) Date(s): __________________   Gross amount of Overpayment: $__________________ 

Cause of Overpayment: 


[image: ]info@cascadeemployers.com
· Retro Leave Without Pay 
· Paid Holiday (should be Unpaid) 
· Time Entry Error 
· FTE Change 
· Compensation Error 
· Position/Job Error 
· Accrual Error
· Late Termination 
· Other



AUTHORIZATION FOR PAYROLL DEDUCTION: I agree with the Statement of Facts section above and agree to repay the company with cash or personal check or authorize deduction of the amount as shown below from my payroll payment(s) in order to satisfy my overpayment.

· Please accept cash/personal check for the overpayment.  I agree to make my first payment of  $_________or pay in full on or before ___________.  If I fail to make this payment by the date specified, I authorize payment via payroll deduction in the amount of $__________  (as prearranged with the payroll supervisor) per pay period until the overpayment is fully repaid.

· Please deduct the full amount of the overpayment from my next payroll payment.

· Please deduct $__________ from my payroll for the next and subsequent pay periods until the overpayment is fully repaid


________________________________________________	_____________________
Employee Signature							Date


________________________________________________	_____________________
Employer Signature							Date
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