
Payroll Deduction vs. Check payment when repaying a salary overpayment 
 
REGULAR PAY: 
 

 
The taxable compensation is the income minus any pre-tax deductions.  
 
Salary                               4,500.00 
Flex Credit                            37.50 
Total Earnings                  4,537.50 
Pre-Tax deductions     (1,223.27) 
Taxable Compensation     3,314.23 
 
Taxes are than computed and withheld based on $3,314.23; total taxes are $1,227.76 for 
this pay. 
 
 
 
 
 
 
 
 
 



 
 
PAY WITH PAYROLL DEDUCTION FOR OVERPAYMENT REPAYMENT 

 
 
Overpayment repayments are pre-tax deductions. They reduce the amount of taxable 
compensation that one has on a given pay.  
 
Salary                               4,500.00 
Flex Credit                            37.50 
Total Earnings                  4,537.50 
Pre-Tax deductions     (1,785.76) 
Taxable Compensation     2,741.74 
 
Taxes are than computed and withheld based on $2,741.74; total taxes are only $1,001.36 
for this pay.   
 
The taxes withheld decreased by $226.40. The overpayment repayment was $562.50, but 
the employee only has a $336.09 decrease in net pay, due to the lower taxable 
compensation.  
 



Check/Money Order repayment: 
If this employee would repay by check/money order, they would repay the net amount 
(70% of the gross overpayment amount). For example, if this gross overpayment was 
$562.50, the employee would repay $393.75. There will always be a slight difference in 
the two methods because of the use of 70% instead of the employee’s exact tax 
calculations. The 70% is used for ease of calculation.  
 
PAY WITH REPAYMENT BY CHECK/MONEY ORDER: 

 


