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SALARY OVERPAYMENTS RECOVERY PROCEDURE
1.  INTRODUCTION

1.1
This paper deals with matters relating to the recovery of salary overpayments and associated administrative procedures, and is an update to the existing procedure. 
2.  BACKGROUND

2.1
This policy provides updated detailed guidance (including operational procedures) for administering and recovering salary overpayments (and similarly under deductions from salary) for both current employees and those who have subsequently left employment.
2.2
There is a general right for the employer to recover money paid by mistake. Section 13 of the Employment Rights Act 1996 covers the right not to suffer unauthorised deductions. Deductions for overpaid wages is specifically excluded from protection by the Act and therefore, an employee cannot bring a claim in the Employment Tribunal for deduction of wages in these circumstances, as set out in section 14(1)(a) of the Act.    
2.3
Employees who accept a salary overpayment to which they are not entitled and who fail to take prompt action to repay the employer in full, will be advised in (salary overpayment) correspondence that the matter will be referred to the employer’s Counter Fraud Team.

2.4
Salary overpayments and under deductions are defined as payments/ deductions administered in error either due to late notification of change in an employee’s employment status/circumstances or, as a result of an inputting error by the processing department and which cannot be reasonably adjusted/recovered in the following pay period. 
2.5
Late notification is defined as documentation arriving late into the processing department and which cannot be processed in the first applicable pay period or (in the case of notifications effective from the latter part of the month after ESR has closed down) the next available pay period.
2.6
Typical examples of overpayments and under deductions are:
· late notification of an employee leaving the organisation who continues to be paid after leaving;

· late notification of a change in an employee’s circumstances (e.g. reduction from full time to part time hours and continues to be paid full time);
· late notification of an employee commencing sick, maternity or unpaid leave who continues to be paid at full pay instead of reduced pay, or where an absence is closed prematurely in error;
· administrative/inputting errors made by the processing department resulting in either an overpayment or under deduction (e.g. incorrect payment of allowance or under deduction of lease car deduction).
2.7
The application of this procedure and associated procedures is not intended for normal routine payroll adjustments such as:
· low value overpayments resulting from administrative error (e.g. overpayment of overtime pay in one month which is recovered in the following month);

· continuing average sick pay payments made to employees after returning to work from sick leave where the return notification to NELPC is pending;  

· routine changes to pay that have occurred after ESR has closed for the period and which are actioned in the following period requiring a retrospective adjustment to pay (e.g. reduction from full time to part time hours effective from 25th of the month which is actioned and pay adjusted retrospectively in the following month).

2.8
In defining routine payroll adjustments, such cases must not:
· require more than one salary deduction in terms of recovery, and 

· date beyond the previous pay period for which the adjustment relates.
2.9
If when actioning a routine payroll adjustment, recovery results in the employee receiving no pay, the employee will be advised in advance by NELPC.
2.10
This procedure can only be amended with the approval of the Director of Finance. 

3.  PROCEDURE FOR CURRENT STAFF

3.1 
On discovery of an overpayment in respect of a current employee still on the payroll, a letter will be sent directly to the employee by NELPC (copied to the HR Directorate contact as appropriate for information) providing the following information:
· the element(s) of pay that have been overpaid/under deducted, and which have been corrected to prevent further overpayment/ under deduction;
· the period(s) in which the overpayment/under deduction occurred;
· a financial breakdown of the overpayment/under deduction;
· a proposed recovery plan (i.e. recovery period, recovery start date and value of instalments) via the payroll;
· a statement advising that employees who accept a salary overpayment to which they are not entitled and who fail to take prompt action to repay the employer in full will be referred to the Counter Fraud Team.
3.2
Subject to the national minimum wage requirements, a maximum time limit will apply to the period in which repayments are made, restricted to the period in which the overpayment was originally made (e.g. an overpayment made over a 3 month period must be recovered within a 3 month period). Exceptionally, there may be occasions where this is not possible (e.g. if a substantial overpayment is made in one month which exceeds the normal monthly take home pay); in these cases the overpayment will be recovered over the shortest number of instalments possible, subject to the national minimum wage requirements. No overpayment recovery period will exceed 12 months, regardless of the period in which the overpayment was made, subject to the national minimum wage requirements.
3.3
Based on the proposed recovery plan notified to the employee, deductions via instalments will automatically be applied via the payroll from the recovery start date unless the employee disputes the overpayment (in which case recovery action will be stalled for one month while the dispute is settled).
3.4
An employee may choose to repay the overpaid sum in fewer instalments than was originally proposed, and may also repay the (net) overpayment by cheque as a single repayment rather than via salary deduction.    

3.5
In cases where an employee disputes the overpayment (because the information provided related to the overpayment is considered by the employee to be incorrect), NELPC will refer the matter within 7 days of receipt of the dispute to the HR Directorate for consideration/action as appropriate. The HR Directorate will return the case with accompanying/revised documentation as appropriate to NELPC within 14 days of receipt, together with instructions for further payroll action as necessary. Recovery action will be reinstated one month (falling within the next pay cycle) after the originally notified recovery start date in the absence of further communication from the HR Directorate/employee.   
3.6
In proposing terms of repayment to the employee, NELPC will take account of the following factors in determining the repayment plan:
· the period over which the overpayment/under deduction occurred;
· the value of the overpayment;
· repayment levels and the maximum time limit in which overpayments must be repaid via instalments (subject to the national minimum wage requirements).
3.7
In the event that an employee leaves employment whilst part way through a recovery plan via the payroll, allowing for the usual overpayment instalment being deducted from the final salary NELPC (assuming the leaver details have been notified to NELPC) will:

· recover the maximum number of equal instalments from the final salary (subject to the national minimum wage requirements);   
· convert the remaining gross overpaid sum into a net sum;
· request from the Finance Directorate that an invoice is raised and sent to the former employee.
3.8
In certain circumstances (in conjunction with the client finance directorate) it may be necessary in regards to current employees still on the payroll for the overpayment to be raised via an invoice rather than via salary deduction, as outlined in the following examples:   
· the overpayment relates to late notification of unpaid leave and the employee remains on continuing long term unpaid leave at the time the overpayment is identified, preventing any recovery via salary in the immediate term;
· the overpayment relates to late notification of maternity leave and the period of reduced/unpaid maternity pay prevents any recovery in the immediate term or over the maximum 12 month recovery period;
4.  PROCEDURE FOR LEAVERS

4.1
On discovery of an overpayment in respect of a former employee, following receipt by NELPC of the associated paperwork from the HR Directorate (where appropriate), a letter will be sent directly to the employee by NELPC providing the following information:
· the element(s) of pay that have been overpaid/under deducted;
· the period(s) in which the overpayment/under deduction occurred;
· a financial breakdown of the overpayment/under deduction;
· a request for the sum to be paid in full immediately;
· advising that an invoice will follow from the employing organisation;
· a statement advising that employees who accept a salary overpayment to which they are not entitled and who fail to take prompt action to repay the employer in full will be referred to the Counter Fraud Team.
4.2
NELPC will forward a copy of the correspondence to the Finance Directorate and request that an invoice is raised and sent to the former employee (for some client organisations the invoice request is raised electronically by NELPC via the client organisations’ finance system).
4.3
In cases where a former employee disputes the overpayment (because the information provided related to the overpayment is considered by the employee to be incorrect), NELPC will refer the matter within 7 days of receipt of the dispute to the HR Directorate for consideration/action as appropriate. The HR Directorate will return the case with accompanying/revised documentation as appropriate to NELPC within 14 days of receipt, together with instructions for further payroll/finance action as necessary. 
4.4
In cases where overpayments have not been repaid and must eventually be referred to debt collection agencies to seek recovery, in justifiable circumstances employee national insurance numbers may be provided to debt collection agencies to facilitate this process.  
4.5 
Should an ex-employee return to work on the Bank - In the event any salary is overpaid to you in error, or you owe any money whatsoever, including sums owed from previous employments with the Trust, East London Foundation Trust reserves the right to make any of the following deductions without authorisation under your employment contract or without your written permission in advance: 

5.  PROCEDURE FOR BANK STAFF

5.1
On discovery of an overpayment in respect of a current bank employee still on the payroll, a letter will be sent directly to the employee by NELPC (copied to the HR Directorate contact as appropriate for information) providing the following information:
· the element(s) of pay that have been overpaid/under deducted, and which have been corrected to prevent further overpayment/under deduction;

· the period(s) in which the overpayment/under deduction occurred;
· a financial breakdown of the overpayment/under deduction;
· a proposed recovery plan (i.e. recovery period, recovery start date aprocedurend value of instalments) via the payroll either from the bank earnings (acknowledging that the recovery may be irregular/extended due to the bank working pattern), or where the employee also has a substantive post from the substantive earnings (subject to the national minimum wage requirements), ensuring like for like instalments are recovered e.g. pensionable vs non pensionable earnings;     

· a statement advising that employees who accept a salary overpayment to which they are not entitled and who fail to take prompt action to repay the employer in full will be referred to the Counter Fraud Team.
5.2
Subject to the national minimum wage requirements, a maximum time limit will apply to the period in which repayments are made, restricted to the period in which the overpayment was originally made (e.g. overpayment made over a 5 week period must be recovered within a 5 week period). No overpayment recovery period will exceed 12 months, regardless of the period in which the overpayment was made, subject to the national minimum wage requirements.

5.3
Based on the proposed recovery plan notified to the employee, deductions via instalments will automatically be applied via the payroll from the recovery start date unless the employee disputes the overpayment (in which case recovery action will be stalled for one month).
5.4
In cases where an employee disputes the overpayment (because the information provided related to the overpayment is considered by the employee to be incorrect), NELPC will refer the matter within 7 days of receipt of the dispute to the HR Directorate for consideration/action as appropriate. The HR Directorate will return the case with accompanying/revised documentation as appropriate to NELPC within 14 days of receipt, together with instructions for further payroll action as necessary. Recovery action will be reinstated one month after the originally notified recovery start date, in the absence of further communication from the HR Directorate/employee.   
5.5
There will be a maximum ‘waiting period’ of three months in terms of recovering the full overpaid sum from the bank/susbstantive earnings. Where no or only limited recovery has been possible within the three month ‘waiting period’, the procedure followed will be the same as that for leavers where a letter is sent directly to the employee by NELPC providing the following information:

· a request for the sum to be repaid immediately;
· advising that an invoice will follow from the employing organisation.
5.6
NELPC will forward a copy of the correspondence to the Finance Directorate and request that an invoice is raised and sent to the bank employee (for some client organisations the invoice request is raised electronically by NELPC via the client organisations’ finance system).

5.7
The procedure for former bank employees will be as outlined in paragraph 4 above.  
6.  OFFSETTING OVERPAYMENTS AGAINST SUMS OWED TO EMPLOYEES
6.1
There may be occasions when current or former employees are paid lump sums who have previously been overpaid and the overpayment has either been only partly recovered, or has only recently been identified. Examples of these lump sum payments include:

· retrospective arrears payments
· final salary which includes payment in lieu of notice and/or redundancy pay
· payment as part of a legal settlement including compromise agreements 

6.2
In the case of payments which are not part of a legal settlement (e.g. retrospective arrears payments, final salaries which include payments in lieu of notice and redundancy), the following actions will be taken:        
· the overpayment will be recovered by offsetting it against the sum due (the sum due will be netted to zero if the overpayment is equal to or greater than the sum due);

· if an outstanding overpayment balance still remains after offsetting the overpayment  against the sum due, this will be treated in accordance with the procedure above (i.e. overpayment recovery via salary or invoice);

· a letter will be sent directly to the employee by NELPC confirming the offsetting overpayment action that has been taken (copied to the HR Directorate contact as appropriate for information).    

6.3
In the case of payments which are part of a legal settlement (e.g. compromise agreements) the following actions will be taken:        
· a query will be raised by NELPC with the HR Directorate in terms of whether (in the legal context) it is possible to recover the overpayment by offsetting it against the sum due (emphasising the legal timescales required for payment and that in the absence of a response the overpayment will be recovered);
· if an outstanding overpayment balance still remains after offsetting the overpayment  against the sum due, this will be treated in accordance with the procedure above (i.e. overpayment recovery via salary or invoice) subject to legal opinion;
· a letter will be sent directly to the employee by NELPC confirming the offsetting overpayment action that has been taken (copied to the HR Directorate contact as appropriate for information).    
7.  PROCEDURE FOR DEATH IN SERVICE CASES
7.1
In cases where there is a pre-existing overpayment and the employee later dies in service, or where an overpayment is newly identified at the time of death in service, NELPC will refer such cases to the Director of Human Resources requesting instruction on whether to initiate overpayment recovery procedures.    
8.  STANDARD EMPLOYEE LETTER TEMPLATES
8.1
A standard set of letter templates used for communicating overpayment cases to current and former employees (including bank staff) will be agreed as part of this procedure.
9.  REPORTING OF OVERPAYMENTS
9.1
Regular reporting of overpayments is undertaken by NELPC via the following methods:
· a monthly report is provided to Finance and HR Directors showing all overpayments;
· a quarterly summary report as part of the performance data is provided to the NELPC Management Board, showing overpayments across the client base broken down by type and value.
10.  RECOMMENDATIONS

10.1
The Board is requested to note the final version.
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