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ACCOUNTS RECEIVABLE 
COLLECTION PROCEDURES

1.
Background
a. State employees may not legally receive more money than they earned for each pay period, however, inadvertent overpayments do occasionally occur.

b. Overpayments arise due to a variety of reasons such as erroneous salary rates, changed effective dates, time base changes, missing deductions for retirement, benefits, social security or medicare taxes, coding or key entry errors, and release of various disability payments, etc.

2.
Purpose
a. Complete recovery of an overpayment to an active employee must be done via establishment of an Accounts Receivable (A/R) collection submitted by the campus to the State Controller’s Office in Sacramento.

b. A/R collection payments are then taken from the employee’s gross pay through an A/R deduction which shows on the employee’s regular paycheck earnings and deduction statement.

3. Notification Process

a. The campus Payroll Services Office is responsible for notifying employees of existing salary overpayments.

Per the State Administrative Manual (SAM) §8776.6 SDSU collection procedures will assure prompt follow-up on all account receivables and states that a sequence of three collection letters is to be sent.  Further, if all reasonable collection procedures are unsuccessful, the accounts receivable will be sent through CashNet to University Collections to determine what additional collection efforts should be made.  
Current Employee

All accounts receivables for current employee should be processed through payroll deduction on the employee’s monthly master pay warrant.  A letter of explanation must be sent to the employee to ensure that the employee is aware and in agreement of the accounts receivable.  Reason for overpayment, proposed repayment plan and contact information of the payroll technician must all be included in the documentation letter.

Separated Employee

A sequence of three collection letters at 30-day intervals will be sent by the Payroll Technician to the separated employee’s home address whom has been overpaid.  If a reply or payment is not received within 30 days after sending the first letter, the Payroll Services office will send a second letter.  This follow-up letter will reference the original request for payment letter and will be stated in a stronger tone.  If a response is still not received from the debtor, a third letter will be sent notifying employee that their account will be forwarded to the University Collections Department at SDSU.  This last letter will include references to prior letters and will state what further actions may be taken in the collection process.
b. Sequence of Collection:
1) Accounts Receivable established through Payroll Services

2) Immediately - First collection request letter sent to employee

3) 30 days – second collection request letter sent to employee

4) 30 days - give all documentation to Payroll Manager for review and processing to University Collections through CashNET.

c. Per State Controller guidelines, campuses can proceed with recoupment actions if a mutual agreement cannot be made on the method of collection and/or repayment; or, if the employee fails to respond to an A/R notification letter.

4.
Collection Process
a. While it is the University’s desire to recover the amount owed as quickly as possible, Payroll Services will make every effort to work with the employee to determine an acceptable repayment schedule.

b. IRS regulations state that erroneous wage payments are subject to income tax at the time they are paid and, to the extent this amount has not been repaid, the W2 form must reflect the earnings because the employee received and had use of these funds during the tax year.

c. When the A/R is collected via payroll deduction, the taxable gross amount of the payment reduces the total on which the employee’s federal and state taxes are computed.

d. If not repaid through payroll deduction, federal and state tax amounts on the original overpayment must be recovered by the individual when filing their income tax return.

e. It is, therefore, to the employee’s immediate advantage to have an A/R collected during the current tax year if possible via payroll deduction.

f. Factors such as the salary of the employee and net pay after required deductions will be considered in determining the collection amount.

g. This monthly repayment amount may not be so small as to require an excessive period of collection.

h. When an overpayment has continued for more than a year, the campus may require full payment via payroll deduction within one year.

i. Exceptions to Items 4h are:

1. If the payroll deduction amount exceeds 25% of the employee’s net pay.  Net pay for this purpose is defined as gross pay minus mandatory deductions.

j. All communication regarding the collection process shall be documented in writing.

5.
Statement of Understanding
a. In the event there is a change to the proposed 
repayment plan/method of collection, a Statement of Understanding shall be prepared.
b. This statement shall be signed and dated by the employee and stipulate the following.

1. Amount of accounts receivable deduction to be taken monthly from the employee’s paycheck.

2. Number of payments to be made.

3. Beginning date of collection payment.

4. An understanding that should the employee terminate before fully satisfying the overpayment amount, the balance would be due and payable at the time of separation.

5. State Controller regulations do permit full recovery of overpayments from separation pay.

A sample copy of this Statement of Understanding is shown as Attachment B.
6.
Uncollectible Accounts Receivable
Executive Order 616, Discharge of Accountability, dated April 19, 1994, delegates’ authority to the campus for local adjustments of up to $1000 that are determined uncollectible or where the amount does not justify the collection costs.

Discharge Process – 

a. A request for discharge from the Payroll Manager must be submitted to the University Controller with an explanation of why the accounts receivable is considered uncollectible, along with all prior documentation.
Reviewed By:  _____________________________



      Elvira McCalip


      Acting Director, Center of Human Resources

Date:
           ______________________________


Attachment A

 -NOTIFICATION OF OVERPAYMENT-

from PAYROLL SERVICES DEPARTMENT

DATE:

NAME

STREET

CITY, STATE, ZIP CODE

State employees may not legally receive more money than they earned for each pay period, however inadvertent overpayments do occur.

Overpayments occur for various reasons, such as certification of erroneous salary rates, effective dates, or time worked; disapproval by control agencies of appointment or promotions; coding or key entry errors; and release of various disability payment, etc.
An Accounts Receivable (AR) has been recorded in your name by the State Controller’s Office for the reason(s) indicated:

· CERTIFICATION OF ERRONEOUS SALARY RATES:

· CODING OR KEY ENTRY ERRORS:

· INCORRECT EFFECTIVE DATES (S): 

· INACCURACY OF APPOINTMENT OR PROMOTION:

· RELEASE OF DISABILITY PAYMENT(S):

· AUDIT BY STATE CONTROLLER’S OFFICE (SCO):

· OTHER:
	PAY PERIOD(S)


	OVERPAYMENT AMOUNT(S) to be Repaid $
	AR# / RF# / COMMENT

	MM/YYYY
	$0.00  (NET)
	11111 

	MM/YYYY
	$0.00 (NET)
	22222

	MM/YYYY
	$0.00 (NET)
	33333


Remarks:  Please call so we may finalize repayment plans.

…DETAIL…….AS APPROPRIATE….

If checked documentation is attached for your review.       [image: image1.png]


 


Payroll Technician Name
Payroll Technician Phone Number and Email

Proposed repayment plan:

X amount will be taken from your paychecks via payroll deduction XX (payperiod from and to)

Note: Failure to respond within 15 calendar days to discuss repayment will result in payroll deduction as outlined above or possible submission to the Cashnet, the University’s collection system requesting full payment amount.

Date:
___________________


Employee Name

Home Address

RE:
STATEMENT OF UNDERSTANDING


  
Employee Social Security Number ____________________


Work Location ______________________


Pay Adjustment for Pay Period ________________________


Amount  $ _____________________

I understand the explanation of an overpayment made to me in the amount and for the pay period(s) shown above.  I hereby authorize the San Diego State University Payroll Services Office to deduct $__________ per month from my paycheck beginning on ________________.  This amount will be collected for a period of ____________ months.  

I further understand that should I terminate my employment with the University before fully satisfying the amount of this overpayment, the balance is due and payable at the time of separation.

Employee Printed Name

Signature


Date

To be signed and returned by employee to Payroll Services,

5500 Campanile Drive, Mailcode 1625, San Diego, CA 92182

Attention Payroll Technician _______________________________.
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