m DEPARTMENT OF
HUMAN SERVICES

Correction of Overpayments — Operating Policy and

Procedure

Current Employee, Prior Calendar Year Overpayment —

Procedure

(Applies only to employees of the State of Minnesota)

Agency Payroll and Personnel Unit
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Monday morning after payroll processing, review the Payroll Register (HP2062) online via InfoPac to
identify any overpayments. For large overpayments (more than half the total gross) or overpayments
representing the entire payment, refer to PAY0034, Payroll Warrant Reversal. For smaller
overpayments, continue with this procedure.

Take corrective action to prevent an overpayment in the future.

Talk to the employee about the overpayment.

o If the employee verbally consents to the collection of the overpayment, obtain their consent in
writing. Acceptable written consent may be a written notice such as Letter A, an e-mail message
or a time sheet or screen print signed by the employee. If a repayment plan is necessary, a
signed copy of the form Consent to Payroll Collection (FI-00605) may be used. If a repayment
plan is not necessary, collect the overpayment in one pay period if possible.

o If the employee does not verbally consent to the collection of the overpayment, send Letter A.
Give the employee a deadline in which to respond. Agencies may use their discretion based on
the circumstances surrounding the overpayment.

If the employee does not consent to voluntary repayment after reviewing Letter A or does not respond
to Letter A within the given timeframe, send Letter B to the employee. Letter B should be sent via
certified and first class mail to the employee's home address. Letter B informs the employee that the
employer intends to setoff their wages and notifies them of their right to request a contested case
hearing. A copy of this letter must be sent to the Office of the Legislative Auditor and to the DOER, Labor
Relations Bureau.

The employee must respond, in writing to the employer, within 30 days of the date of the certified
letter, if a contested case hearing is desired.

o If the employee does not respond to the letter or does not request a hearing, begin collection of
the overpayment until the overpayment is satisfied. Send a memo to the Office of the Legislative



Auditor and the DOER, Labor Relations Bureau, notifying them that the agency intends to pursue
collection based on the response (or non-response) of the employee.

o If the employee responds to the letter and requests a hearing, immediately consult with the
DOER, Labor Relations Bureau and the Employment Law Division, Attorney General’s Office. Be
prepared to discuss the following options:

= Schedule a hearing through the Office of Administrative Hearings (OAH), or

=  File a claim in conciliation court as a less expensive recourse, or

=  Withdraw from the collection process based on the cost to pursue the overpayment,
among other factors.

Do not collect any funds from the employee unless later collection would be deemed difficult, i.e. employee is
leaving state service, or it is recommended by DOER or the Attorney General’s Office.

All court costs are the responsibility of the agency. If the agency withdraws from the process but DOER pursues
the collection of the overpayment, DOER will charge the agency for any costs associated with the collection.

e Once a hearing or court decision has been received, notify the Office of the Legislative Auditor and
DOER, Labor Relations Bureau, of the outcome. If the court decides that:
o The overpayment may not be collected, return any collected funds to the employee.
o The overpayment may be collected, continue the collection or begin collection of the
overpayment.

Follow the steps below for prior year overpayments of too many hours and incorrect pay rates.

Agency Payroll Unit

e Determine if the employee’s gross wages during the current year exceed the amount of the
overpayment.

To process the prior year correction of overpayment for a current employee either one of the following MUST
be true:

o Gross wages in the current year exceed the gross amount of the prior calendar year
overpayment.

o Gross wages over the next several pay periods in the current year will exceed the amount of the
prior calendar year overpayment.

e Process whichever is appropriate, prior period adjustment or earn codes on mass time entry.
Overpayment collection is subject to the garnishment limits of M.S. 571.922. Collections made from the
proceeds of severance payoffs, vacation payoffs or compensatory time balances are NOT subject to
garnishment limits. If necessary, split the adjustment over several pay periods.
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