Overpayment Guidelines

Background

Due to the number of overpayments  reported in the second quarter of CY09 that involved more than one pay period,  Payroll Services and the Controller’s Office have become aware  that not all  departments  are  reviewing and reconciling the monthly reports provided to them on  e~Print and through AIRS. 

The Controller’s Office, Payroll Services, and the Bursar’s Office have since conducted a thorough review of the overpayments for CY08 and CY09 which has resulted in procedural changes to the overpayment process and the development of the following guidelines for overpayments. 

What is an Overpayment?
· When an employee receives more pay than what he/she is entitled to for a particular pay period(s), and

·  It is too late to rewrite the employee’s check to the correct amount , and

·  It is too late to cancel the employee’s direct deposit with the State.  OSU can cancel a direct deposit at the State up to three days prior to the pay date provided that the direct deposit has not been released into the banking system.

Common Causes of Overpayments and Ways to Avoid an Overpayment
· Monthly Grad Assistants who are  paid but  are not actually working

· Before entering confirmation, verify with a supervisor that employees are still working 

· End assignments appropriately – do not allow assignments to continue to 6/30 if not applicable.
· Late separation notice on a monthly employee

· Notify payroll as soon as you are aware of a monthly separation so steps can be taken to avoid the overpayment. 

· ENPs for work that was never performed

· Never approve an ENP until the work is substantially complete.  Approvers are certifying with their approval that the work has been done and that proper documentation is being maintained by the department.

· Monthly employees on LWOP

· Negative ENPs can be used to reduce pay if known by the first monthly payroll test date.
· Work with Human Resources and/or Payroll Services to gain an understanding of LWOP rules and monthly pay calculations.

· Duplication of ENPs:
· Review processed ENPs for an individual before entering a new ENP. Verify the dates that work was performed against previous ENPs to avoid duplicate payments.

· Biweekly employees that did  not work estimated hours:
· Do not estimate time for employees unless they have enough leave to cover their estimated time.  Do not estimate time for students.

· Wrong employee paid:


· Verify the name and CWID before entering time and/or leave

· Late transfer to a different payroll:
· Watch the pay period dates.
· Monthly time paid begins on the monthly assignment start date.  Make sure the employee is not also being paid on a corresponding biweekly payroll.

· Always check the UT screens, the UC screens, or the e~Print reports during the biweekly and monthly payroll test periods to ensure employees are being paid correctly.

Overpayment Process

· Overpayments should be reported to Payroll Services as soon as they are discovered in order to minimize the overpayment.  Payroll Services will calculate the gross and net overpayment.

· If an employee is willing to have the overpayment taken from his/her next check, the overpayment process can be avoided.  The gross overpayment would simply be deducted from the employee’s gross pay on his/her next check if there is enough money available to cover the reduction.  If this method of recovery is chosen, the employee and the department must agree to this method in writing.  A chain of emails between the department and the employee will suffice as a written agreement.  This agreement should be forwarded to Payroll to document the reduction in the employee’s gross pay.

· The department should always notify the employee of the overpayment in writing.  A sample letter for use by the department is included at the end of this procedure.

· If the overpayment is for one pay period, the employee will be given 30 days from the date of the written correspondence to pay back the net amount.  The employee will have 15 days from the date of the written correspondence to dispute the overpayment by contacting the department in writing.

· If the net amount is not paid back within 30 days, the gross amount will be charged to the employee’s Bursar account.  This amount will be subject to finance charges and collection procedures.

· If the employee pays back the amount charged on his/her Bursar account by November 15 of the calendar year in which the overpayment occurred, the employee will receive a credit on his/her Bursar account for any refunds of taxes, insurance deductions, etc.  that OSU is able to recover from vendors and taxing authorities.  However, if the employee has other charges on his/her Bursar account at the time the overpayment is charged, the oldest charges will be paid first. 

· If the employee pays back the overpayment by November 15, an adjustment will be made to the employee’s W-2 reflecting the pay back.  If the amount is not paid back, the full amount the employee received will remain on the employee’s W-2.

· If the employee does not repay the overpayment in full until a future calendar year, the employee will not receive a revised W-2.  The employee will need to seek tax advice on how to report an overpayment from a previous year on his/her individual income tax return or the employee can review repayments in IRS Publication 525 – Taxable and Nontaxable Income.

· The department will not receive credit for the overpayment until the overpayment is repaid in full by the employee.  If the employee repays the overpayment in the calendar year in which the overpayment occurred, the payroll record will be cancelled and the department will receive a credit for the gross amount when the cancel is processed in FRS .  If the employee does not repay the overpayment in full until a future year, the payroll record will not be cancelled and the department will receive a credit through an HJV entry.

·  If the employee is overpaid for more than one pay period, the overpayment will be reported to Brenna Dixon, Forensic Accountant, in the Controller’s Office.  The overpayment will be reviewed to determine if any negligence was involved.  Again, departments are responsible for insuring that employees are paid correctly by reviewing and reconciling the monthly reports made available to them on e~Print and through  AIRS.   

SAMPLE LETTER

Our records indicate that you were overpaid a gross amount of $xxx.xx for the pay period ending mm/dd/yyyy.  This overpayment resulted in a net overpayment to you of $xxx.xx.  (A reason why the overpayment occurred could be inserted here – for example, the overpayment occurred because you did not work the projected hours, because you gave us late notification of your separation and you were paid a full monthly check, etc.)

You have a right to dispute this overpayment by writing to “Department contact” within 15 days of the date of this correspondence.  Your correspondence should include facts and data supporting your dispute.  A copy should also be sent to Karen McCombs in Payroll Services.

If there is no dispute, payment must be made for the net amount of the overpayment within 30 days of the date of this correspondence or by November 15, whichever date is earlier.  Your payment should be made payable to OSU and sent to Payroll Services for processing.  The repayment will be reflected as a reduction in taxable income on your yyyy W-2.

· If payment is not received within 30 days, the gross amount of the overpayment will be charged to your Bursar account and will be subject to finance charges and collection procedures.  If the overpayment charge on your Bursar account is paid in full by November 15, yyyy, your Bursar account will be credited for any refunds of taxes, insurance deductions, etc. that OSU is able to  collect from vendors and taxing authorities.  The repayment will be reflected on your yyyy W-2 and any credits to your account will be refunded to you by the Bursar’s Office.  Please be aware, if you have other charges on your Bursar account at the time the overpayment is charged, the oldest charges will be paid first.
If the   overpayment charge to your Bursar Account is not repaid in full by November 15, it will remain payable at the gross amount and will be included as taxable income on your yyyy W-2.  

If you have any questions, please do not hesitate to contact “department contact name” at 405.744.xxxx.

