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DESCRIPTION 
 

A negative personal deduction is simply a deduction entered as a negative amount 

(instead of a positive amount) in the Apply Payroll/Payment function > 
Earnings/Deductions tab > Deductions grid. A common purpose for recording a 
negative deduction is to refund a previous deduction from the employee’s earnings. 
This Technical Note discusses the necessary procedures for recording negative 
personal deductions in AccountMate Payroll.  
 

SOLUTION  
 
To better understand the need for recording negative personal deductions, the next 
paragraphs provide an example of the transaction and how it is recorded in 
AccountMate.  
 
Example: 
Sally Lewis participates in a health insurance plan with an annual premium of 

$1,200. The insurance premium deduction is spread over the year and is deductible 
from her semi-monthly compensation. Consider the following information: 

 
Pay Period Semi-monthly 

Gross Earnings Per Pay Period  $3,750.00 
Deduction Per Pay Period $50.00 
Terms of Payment to the 
insurance company 

One-month advance and monthly 
payments of $100.00 

Total Deductions to Date $100.00 

 
Before the insurance takes effect, the company decides to terminate Sally. Due to 
the termination, the total deductions taken from Sally’s earnings must be refunded 
and included in her last paycheck. 

 



 

How AccountMate Handles the Transaction 
 
A. Apply Payroll with the Insurance Premium Deduction 

 
To record the insurance premium deduction, perform the following: 
 
1. Create a deduction code record (e.g. INSURANCE) for the health insurance 

deduction (see Figure 1). 
  
 

 

Figure 1. Deduction Maintenance 
 
 

2. Using the Employee Maintenance function, access the employee record and 
add in the Deductions tab the newly created deduction code; then, click 

Update to save your changes.   
 
3. Access the Apply Payroll/Payment function and apply payroll to the 

employee. Be sure to mark the checkbox for the new deduction code in the 
first Apply Payroll/Payment window > Apply Payment Options tab. 

 
AccountMate generates the following journal entries for the Apply 
Payroll/Payment transaction described above and for the printed check: 

 
• Apply Payroll/Payment: 
 

DR: Wages Expense   3,750.00 
CR: Wages Liability    3,750.00 
  



 

• Print Check: 
 

DR: Wages Liability   3,750.00 
CR: Cash in Bank    3,700.00 
CR: Insurance Payable             50.00 

 
B. Apply Payroll with the Insurance Premium Refund 

 
To record the insurance premium refund due to the employee’s termination, a 
negative personal deduction is used. Follow these steps: 

 
1. When Applying Payroll/Payment to the employee, change the deduction 

amount for the INSURANCE deduction code from positive ($50.00) to 
negative (-$100). 
 
The positive $50 deduction is the default semi-monthly deduction for the 
health insurance while the negative $100 is the total amount that should be 
refunded to the employee. It results in an increase in Sally Lewis’ net pay for 
the period (see Figure 2). 

 
 

 

Figure 2: Apply Payment/Payroll Function 
 
 

2. Click the Save button to save the transaction. 
 

AccountMate generates the following entries for the insurance premium refund 
transaction: 

 
• Apply Payroll/Payment: 

 

DR: Wages Expense   3,750.00 
CR: Wages Liability    3,750.00 



 

 
• Print Check: 

 
DR: Wages Liability   3,750.00 
DR: Insurance Payable            100.00      

CR: Cash in Bank    3,850.00 
 

This document provides information that guides you in properly recording payroll 
deductions that may need to be refunded at a later time. This may also help you 
better understand the effects of recording negative personal deductions during 

payroll application including the relevant journal entries.  
 

 

This information is provided "AS IS" without warranty of any kind. AccountMate 
Software Corporation disclaims all warranties, either express or implied. In no event 
shall AccountMate Software Corporation be liable for any damages whatsoever 

including direct, indirect, incidental, consequential, loss of business profits, or special 
damages, even if AccountMate Software Corporation has been advised of the 
possibility of such damages.  

 

Copyright © 1995-2020 AccountMate Software Corporation. All rights reserved.  

Legal Notices and Terms of Use • Privacy Statement • Website Feedback 

 

http://www.accountmate.com/others/disclaimer
http://www.accountmate.com/others/privacy
http://www.accountmate.com/others/feedback

