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Introduction 

Welcome to Section 9 of the CPP study group.  Section 9 – Other Deductions from Pay – highlights a couple 
areas of professional responsibility that a payroll professional is responsible for.  How to keep records and how 
long to maintain them are not topics of discussion on just how to manage your work or keep yourself organized.  
There are laws that regulate for how long records must be kept and - in some cases – also regulate the manner in 
which records are to be maintained. 

Throughout this document you’ll be given highlighted content to supplement The Payroll Source.  While this 
content will not cover everything you need for the exam, it is a good tool to help facilitate studying.  Different icons 
will point out special items 

� Example 

� Form to know 

 Legislation to know 

� Number to know 

� Test your knowledge 

FYI - Topics from Content Outline 
Compliance 

Regulatory 

Reporting 

Principles of Paycheck Calculations 

Involuntary Deductions 

Net, Disposable, Take Home Pay 

Involuntary Deductions 

Tax Levies 
Employees who fail to pay their tax liability to federal and/or state agencies can be 
subject to a tax levy. 

 

�  When the IRS levies an employee’s wages, it will provide the employer with what 
form?  

• Form 668-W 

This form consists of six parts with Part 1 being the employer’s copy.  Parts 3 – 5 are 
returned to the employer by the employee to indicate the tax filing status and number of 
dependents; parts 3 and 4 must be returned within three days.  �  If an employee 
doesn’t return parts 3 – 5, what should the employer do?  

• Calculate as though married filing separate with one allowance  

 

�  Tax levies must be satisfied before all other garnishments or attachments with one 
exception:  

• Child supports 



                                                            9: Other Deductions from Pay 

Information contained herein is exclusive property of the Columbus Area Chapter                                                                   Page 3 of 9 
Use of material is to be used by study group members only 

 

 

 

Tax levies are a little different from other wage attachments in a couple of ways: 

• Levies are based upon take-home pay 

• A payroll professional uses a table to calculate what is exempt from the levy 
instead of calculating the amount of the levy 

 

A payroll professional must also realize certain facts about take-home pay.  Defining 
deductions to be considered in take-home pay is tricky:  

• Taxes 

• Deductions in effect before the levy is in effect 

• Increases in preexisting deductions out of the employee’s control 

• Deductions after the levy as a condition of employment. 

 

�  An employee has the following payroll elements established at the time a tax 
levy is received:  

• $2,000.00 salary 

• $450.00 taxes 

• $100.00 401(k) - based on a 5% election 

• $50.00 health insurance 

The take-home pay upon which the levy is based is 2,000.00 (sly) – 450.00 (txs) 
– 100.00 (401) – 50.00 (health) = 1,400.00. 

 

While the levy is in place, the following changes occur: 

• $2,500.00 salary – a $500.00 increase 

• $400.00 taxes – due to rate changes 

• $150.00 401(k) – due to salary increase and rate increase to 6% 

• $50.00 health insurance 

• $20.00 charity 

• $15.00 union dues – per contract 

The new take-home pay upon which the levy is based is 2,500.00 (sly) – 400.00 
(txs) – 125.00 (401) – 50.00 (health) – 15.00 (union) = 1,910.00. 

• Can only consider the additional 401k due to the salary increase and not 
the election increase 

• Cannot include the charity since it’s voluntary 

 

�  An employer can only stop withholding on a tax levy once the employer receives a 
release from levy, which is Form 668-D.  An employer cannot stop withholding once the 
balance from the original levy is withheld. 

 

If an employer fails to withhold and remit a tax levy, the employer becomes liable for the 
full amount plus interest from the wage payment date. 
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An employee can choose to avoid a tax levy by reaching a voluntary agreement with the 
IRS.  This agreement is represented on Form 2159, Payroll Deduction Agreement.  This 
is voluntary for the employer to honor. 

Child Support Withholding Orders 
�  Child supports are enforced jointly by federal and state programs.  The framework is 
provided by the Consumer Credit Protection Act (CCPA).  At the federal level, the rules 
are implemented by the Office of Child Support Enforcement, and each state has its own 
Child Support Enforcement agency. 

 

Under CCPA, maximum thresholds exist for withholding: 

• 50% if the employee is supporting another spouse and/or child and is not in 
arrears 

• 55% if the employee is supporting another spouse and/or child and is in arrears 

• 60% if the employee is not supporting another spouse and/or child and is not in 
arrears 

• 65% if the employee is not supporting another spouse and/or child and is in 
arrears 

 

Child support withholdings are based on disposable earnings, which are defined as gross 
earnings minus all deductions required by law: taxes and any payments mandated by 
state employee retirement systems.  Wages already being deducted for involuntary 
reasons (levies, bankruptcy orders, other child supports, etc.) are not considered 
deductions required by law. 

 

Child supports have priority over all other involuntary deductions with the exception of 
federal tax levies that are in effect at the time the child support is received.  Under recent 
legislation, bankruptcy orders do not have an effect on child support orders: withholding 
should still occur. 

�  An employee has the following payroll elements established at the time a 
child support is received.  

• Disposable earnings = $1,500 per pay 

• $375.00 federal tax levy 

• $100.00 creditor garnishment 

Assuming the employee supports another child and is not in arrears, calculate 
the amounts deducted for the tax levy, creditor garnishment and child support 
after the employer receives an order for $400 per pay. 

• Levy was there before the child support, so it stays in effect.  Levy = 
$375.00 

• Maximum child support = 1500.00 (DE) x .50 (max rt) = 750.00 – 375.00 
(levy) = 375.00 (child support) 

• There are no disposable earnings left from which to withhold the creditor 
garnishment 

 

Per federal law, payments should be remitted within seven business days of the date the 
wages are paid to the employee. 

 

An employer cannot discharge an employee for having child support withholding orders. 
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Under CCPA, employers can charge an administrative fee for withholding a child support 
order; dollar amounts are set by the states.  The fee plus the withholding cannot exceed 
the maximum amount allowed by law. 

 

If an employee attempts to minimize child support withholding by amending Form W-4 to 
generate more tax withholding, an employer need not worry.  The IRS and the child 
support agencies will eventually get the money from the individual. 

 

If an employer receives multiple child support orders, the state law indicates how they’ll 
be handled regarding priority: 

1. Orders are given priority depending on when they were received, or 

2. Allocate available wages to each order 

�  An employer receives a child support order asking for $300.00 to be 
deducted each pay period from an employee.  The employer receives a second 
order for $200.00 to be deducted per pay period.  The employer operates in a 
state where orders are applied on a first-come/first-serve basis, and the 
applicable maximum withholding in this situation is $400.00.  How much is 
withheld for each order. 

The employer will withhold $300.00 on the first order and $100.00 on the 
second order. 

 

�  An employer receives a child support order asking for $300.00 to be 
deducted each pay period from an employee.  The employer receives a second 
order for $200.00 to be deducted per pay period.  The employer operates in a 
state where withholding is required on a pro-rated basis, and the applicable 
maximum withholding in this situation is $400.00.  How much is withheld for each 
order. 

The employer will withhold $240.00 on the first order and $160.00 on the 
second order. 

• 300.00 (order 1) / 500.00 (ttl order) = .60 x 400.00 (max) = 
240.00 

• 200.00 (order 2) / 500.00 (ttl order) = .40 x 400.00 (max) = 
160.00 

 

Medical support orders 

All states have passed laws allowing courts to require medical child support as 
part of the child support order.  In addition, all employer-sponsored group health 
plans to comply with the laws as well. 

Creditor Garnishments 
An employer can receive a court order to garnish an employee’s wages once a garnishor 
brings a court proceeding and proves the employee’s debt. 
 
The CCPA also has guidelines for the limit of a garnishment.  It is the lesser of: 

• 25% of the employee’s disposable earnings, or 
• The amount by which the employee’s disposable earnings for the week exceed 

30 times the federal minimum wage then in effect 
 
�  An employee’s weekly wages and taxes result in disposable earnings of 
$250.00.  The employer receives a creditor garnishment requiring $75.00 to be 
withheld each pay.  What amount will be withheld for the creditor garnishment? 
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• 250.00 (disp earns) x .25 (max) = 62.50 
• 250.00 (disp earns) – (30 x 7.25 (min wg)) = 32.50 
• The maximum to be withheld is $32.50. 

�  An employee’s weekly wages and taxes result in disposable earnings of 
$400.00.  The employer receives a creditor garnishment requiring $300.00 to be 
withheld each pay.  What amount will be withheld for the creditor garnishment? 

• 400.00 (disp earns) x .25 (max) = 100.00 
• 400.00 (disp earns) – (30 x 7.25 (min wg)) = 182.50 
• The maximum to be withheld is $100.00. 

 
When considering disposable earnings for garnishments, the definition is the same as 
disposable earnings for child support. 
 
The limit noted above (25%) applies to all involuntary deductions in effect. 

�  An employee’s disposable earnings for a weekly pay period are $600.00 
when the employer receives a child support withholding order for $250.00.  After 
withholding the $250.00, the employer receives a creditor garnishment 
requesting $75.00 be withheld each pay.  How much can the employer deduct for 
the creditor garnishment? 

600.00 (DE) x 25% (max) = 150.00 (max ded) 
Since 250.00 is being withheld already, nothing can be deducted for the 
garnishment. 
 

�  An employee’s disposable earnings for a biweekly pay period are $1,500.00 
when the employer receives a child support withholding order for $300.00.  After 
withholding the $300.00, the employer receives a creditor garnishment 
requesting $125.00 be withheld each pay.  How much can the employer deduct 
for the creditor garnishment? 

1,500.00 (DE) x 25% (max) = 375.00 (max ded) 
375.00 (max ded) – 300.00 (ch sprt) = 75.00 (garn) 
 

Generally, public sector employees are exempt from garnishments.  On the federal level, 
government employees are subject to child support as well as overdue taxes. 
 

Bankruptcy Orders 
As a general rule, bankruptcy orders take precedence over all other claims against an 
employee’s wages other than child support orders and levies received before the 
bankruptcy. 

Student Loans 
No more than 15% of an employee’s disposable earnings can be deducted to satisfy a 
student loan garnishment.  If an individual has multiple student loans, no more than 15% 
per loan can be deducted and no more than 25% cumulative can be deducted. 

Federal Agency Debt 
The CCPA also limits the amount of the deduction for federal agency loans: 15% of 
disposable pay or the amount by which 30 times the federal minimum wage exceeds the 
hourly wage in effect per week. 
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Voluntary Deductions 
Wage assignments 

• These are defined as a voluntary agreement by the employee to have a portion 
of the wages assigned to a third party. 

• Since these are voluntary, they are not covered under CCPA; consequently, 
there are no limits as to the amount to be deducted. 

• Generally, priority is given to the one received first. 

 

U.S. Savings Bonds 
• Available in denominations of $25.00 

• Purchase price is equal to the bond’s value: a $500.00 bond costs $500.00 

• An enrollment card must be submitted to start withholding 

• Can no longer purchase paper bonds: bonds are bought through TreasuryDirect 
in electronic form 

 

Charitable contributions 
• OBRA prohibits taxpayers from taking a charitable deduction in excess of 

$250.00 per event without substantiation 
• A number of employers use box 14 on Form W-2 to satisfy this requirement 

Test Your Knowledge 
1. An employee has the following details on a weekly paycheck: 

� Gross earnings = $1,000.00 
� Taxes = $300.00 
� Deductions = $250.00 
� Net pay = $450.00 

The deductions totaling $250.00 includes a student loan garnishment for $70.00.  The employer receives a 
creditor garnishment asking for $50.00 to be withheld.  How much should be withheld for the student loan and 
the creditor garnishment? 

A. Student loan = $20.00; creditor garnishment = $50.00  
B. Student loan = $70.00; creditor garnishment = $50.00  
C. Student loan = $  0.00; creditor garnishment = $50.00  
D. Student loan = $70.00; creditor garnishment = $175.00  

 
2. An employee has disposable earnings of $800 and take-home pay of $700, which reflects a federal tax levy 

deduction of $65.  The employer receives an order for child support withholding of $400.  Assuming the 
employee supports another child and is not in arrears, calculate what should be withheld for the levy and the 
child support. 

A. Tax levy = $0.00; child support equals $400.00  
B. Tax levy = $0.00; child support equals $480.00  
C. Tax levy = $65.00; child support equals $335.00  
D. Tax levy = $65.00; child support equals $400.00   
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3. An employee paid biweekly has the following details on the paycheck:  
� Gross earnings = $2,000.00 
� Taxes = $400.00 
� Deductions = $50.00 

The employee has not submitted parts 3 and 4 of Form 668-W.  Calculate the amount of the federal tax levy 
deducted from the employee’s paycheck. 

A. $384.62 
B. $619.23 
C. $930.77 
D. $1,165.38 
 

4. An employer receives two child support orders for the same employee.  State laws in the state indicate that 
the order that comes in first has priority and any subsequent orders can be honored only if the maximum 
withholding has not yet been reached.  Assuming the employee supports another child and is not in arrears, 
calculate the amount of child support deduction(s) from the employee’s paycheck based on the following 
information:  

� The employee has disposable earnings of $1,275.00.   
� Child support order A, which came in first, is requesting a deduction of $450.00.   
� Child support order B, which came in second, is requesting a deduction of $200.00.   
A. Order A = $439.87; order B = $197.63  
B. Order A = $450.00; order B = $187.50  
C. Order A = $450.00; order B = $200.00  
D. Order A = $637.50; order B = $0.00  

 
5. An employee paid biweekly has the following details on the paycheck:  

� Gross earnings = $2,000.00 
� Taxes = $400.00 
� Deductions = $50.00 

The employer has received a creditor garnishment asking for $150.00 per week to be withheld.  Calculate the 
amount of the creditor garnishment deducted from the employee’s paycheck. 

A. $150.00  
B. $300.00  
C. $387.50  
D. $400.00  

 
6. An employee paid weekly has the following details on the paycheck:  

� Gross earnings = $800.00 
� Taxes = $175.00 
� Deductions = $50.00 

The employee submitted parts 3 and 4 of Form 668-W indicating a status of unmarried head of household 
with three exemptions.  Calculate the amount of the earnings exempt from the federal tax levy.   

A. $177.88 
B. $232.69 
C. $342.31 
D. $397.12 

 
7. An employee has gross wages of $600 per week.  From the paycheck, the following deductions are taken:  

� Tax withholdings = $150.00 
� 401(k) deferrals = $80.00 
� Union dues = $25.00 

The employer has been served a creditor garnishment for withholding $95 per week.  Calculate the amount to 
be deducted from the employee’s check for the garnishment. 

A.  $95.00  
B.  $112.50  
C.  $86.25  
D.  $106.25  
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8. An employee has disposable earnings of $700 and has a creditor garnishment in place, deducting 10% each 

pay.  The employer receives a child support requesting 30% be withheld.  Assuming the employee supports 
another child and is not in arrears, calculate the amounts to be deducted for the child support and the 
garnishment. 

A. Garnishment = $0.00; child support = $105.00  
B. Garnishment = $0.00; child support = $210.00  
C. Garnishment = $70.00; child support = $105.00  
D. Garnishment = $70.00; child support = $210.00  

 
9. An employee is paid $1,750.00 biweekly, has tax withholdings of $400.00, and has no other deductions.  The 

employer receives a request to honor a tax levy, for which the employee has responded with a status of 
married filing joint and four exemptions.  The employer then receives a child support order requesting $500.00 
biweekly to be withheld.  Assuming the employee supports another child and is in arrears, calculate the 
amount to be deducted for the tax levy and the child support. 

A. Tax levy = $0.00; child support = $400.00 
B. Tax levy = $0.00; child support = $742.50 
C. Tax levy = $280.77; child support = $461.73  
D. Tax levy = $280.77; child support = $500.00  

 
10. An employee is paid $900.00 biweekly and has tax withholdings of $200.00.  The employer receives the 

following requests for involuntary deductions: 
� First: creditor garnishment for $75.00 
� Second: student loan for $25.00 
� Third: child support $140.00 

Assuming the employee does not support another child and is in arrears, calculate the amount(s) to be 
deducted from the employee’s paycheck. 

A. Garnishment = $0.00; Student loan = $0.00; child support = $140.00  
B. Garnishment = $35.00; Student loan = $0.00; child support = $140.00  
C. Garnishment = $75.00; Student loan = $0.00; child support = $140.00  
D. Garnishment = $75.00; Student loan = $25.00; child support = $140.00  


