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Repayment Rules 

Repayment rules that LEAs and DFS follow regarding the overpayment of an employee are dictated by 
the state of California, the IRS, and the Employment Development Department (EDD). A brief discussion 
of Assembly Bill 185 is included here: 

 

AB 185 New Wage Overpayment Requirements 

Assembly Bill 185 adds Ed Code 44042.5, which provides parameters for the wage overpayment process. 
The changes in overpayment procedures were part of the 2022-23 Enacted State Budget and became 
effective on September 27, 2022. Please consult with your legal counsel for guidance regarding its 
implementation.  

Section (a) (1) through (4) of EC § 44042.5 is included here:  

“(a) (1) When a school employer determines a wage overpayment has been made to a school employee, 
it shall notify the employee in writing of the overpayment, afford the employee an opportunity to 
respond before commencing recoupment actions, and inform the school employee of their rights 
specified in paragraph (4). If the school employee agrees that the school employer overpaid them in the 
claimed amount, reimbursement shall be made to the school employer through one of the following 
methods mutually agreed to by the employee and the school employer: 

(A) Cash payment or cash installment payments. 

(B) Installment payments through payroll deduction covering at least the same number of pay 
periods in which the error occurred. 

(C) The adjustment of appropriate leave credits or compensating time off, provided that the 
overpayment involves the accrual or crediting of leave credits such as vacation, annual leave, 
holiday leave, or compensating time off. Any errors in sick leave balances shall only be adjusted 
with sick leave credits. 

(2) Installment payment amounts deducted from an employee’s salary or wages pursuant to paragraph 
(1), except as provided in subdivision (b), shall not exceed the amounts specified in Section 706.050 of the 
Code of Civil Procedure. 

(3) Absent mutual agreement on a method of reimbursement pursuant to paragraph (1), within 30 days 
of the school employee verifying the overpayment amount the school employer shall proceed with 
recoupment pursuant to subparagraph (B) of paragraph (1). 

(4) If a school employee disputes the existence or amount of a school employer’s claimed overpayment 
made to the school employee, the school employer shall first initiate a legal action and obtain a court 
order or a binding arbitration decision validating the claimed overpayment amount before it may recover 
the overpayment amount. For purposes of this paragraph, binding arbitration may apply only when a 
memorandum of understanding between the school employer and an exclusive representative of the 
school employee sets forth procedures for adjudicating wage overpayment disputes that, at a minimum, 
meet the requirements and protections for school employees set forth in this section. If in court the 
school employee is represented by counsel supplied by the exclusive representative designated under the 
Educational Employment Relations Act (Chapter 10.7 (commencing with Section 3540) of Division 4 of 
Title 1 of the Government Code), then the provisions of subdivision (b) of Section 3543.8 of the 
Government Code shall apply to that litigation.” 
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In addition, the employer may only take action to recover the overpayment within three years from the 
date of the overpayment. The full version of Education Code Section (EC §) 44042.5 can be found using 
this link. Again, please consult with your legal counsel for guidance regarding its implementation.  

 

Guidelines for submitting a salary abatement request to DFS Payroll. 

To initiate a salary abatement request, please follow these instructions: 

• Complete Form 3328T, the Salary Abatement Request form. Follow this link to access the fillable 
form. 

• Use the "View Employee Earnings by Payroll" Galaxy screen to ensure accurate historical payroll 
data. For employees holding multiple positions, contact DFS for the correct split earnings 
information. Do not use the Galaxy screen for these cases. 

• To avoid delays, ensure all data is complete and correct before seeking a signature from an 
authorized signer at your LEA. Forms containing errors will be returned for correction and will 
not be processed. 

• Repayments are payable to RCOE by commercial warrant, LEA revolving check, or cashier's 
check only. Cash is not accepted. 

• Please note that payroll deductions do not clear the abatement. A repayment check must be 
forwarded to DFS to clear the abatement and facilitate the necessary adjustments to the 
employee’s W-2/W-2C. 

Collecting Overpayments from Employees 

• You can recover overpayments through voluntary payroll deductions, but only if the employee 
has given their authorization. The one exception is for unused vacation days, which can be 
deducted without permission. 

• If the employee does not agree to a repayment plan, the LEA may pursue legal collection 
methods to get the money back. 

• If the employee agrees to a repayment plan through deductions, make sure all the money is 
collected within the same calendar year. 

• Please be mindful that pending salary abatements are recalculated every January. This process 
removes the federal taxes, effectively increasing the amount due by the employee. 

• Pending salary abatements are recalculated after 3 years, removing Social Security, Medicare, 
UI, and SDI taxes, resulting in a higher amount owed by the employee. 

• Do not use adjustment codes 6xx or 4xx to lower the employee's future paychecks. 
• Pending/Active Salary Abatements Report is available on demand using MicroStrategy. 

 
 
 

 

 

 

 

https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=EDC&sectionNum=44042.5
https://www.rcoe.us/home/showpublisheddocument/2434/637424945398130000
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Repayment Deadlines 

To ensure an employee's W-2 can be adjusted for the current year, all repayments must be received in 
DFS before the year-end deadline. 

DFS will send out a notification every October with the exact processing deadlines for the current 
calendar year. 

Please be aware that any salary abatements not collected by the deadline may increase. This is due to 
the statute of limitations for refunds on Medicare and Social Security taxes 

Publication 15 includes a section regarding the repayment of wages paid in error in a prior year, see 
excerpt on the following page: 
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Form 3328T 
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Pending/Active Salary Abatements Report 

To view outstanding salary abatements, run the Pending/Active Salary Abatements report in 
MicroStrategy. If an abatement will not be repaid, send a request to DFS Payroll to mark it as 
"uncollected." This triggers a process to correct the employee's retirement records, reducing their 
reported earnings and refunding the retirement contributions back to the LEA. 
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