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All employees are responsible for immediately notifying Payroll and their managers of any 
salary or other payment errors, including overpayments. All managers are expected to 
cooperate with and assist Payroll and Treasury in efforts to recover salary or other 
overpayments.  

 

V. Terminations 

 

Most overpayments result from delays in processing of an employees’ termination, whether 
the termination is voluntary or involuntary. It is the responsibility of the employee’s manager 
to ensure the termination has been fully processed in a timely manner. This can include 
initiating the Terminate Business Process in Workday or reporting a pending termination to 
Human Resources as soon as the manager is aware that an employee will be leaving. The 
responsibility may also require contacting Human Resources and other departments involved 
to ensure that the termination is completed.  

 

VI. Notifications 

 

Employees will be notified immediately once it is determined an overpayment has occurred. 
Written notification should be provided by the campus, division, or unit and should include 
(1) pay date(s) the overpayment occurred, (2) the amount of the overpayment, (3) the reason 
for the overpayment, and (4) a plan of action for recoupment of funds. Additionally, each 
campus, division, and unit should communicate the salary overpayment policies and 
procedures to all employees and ensure all new employees are informed of this requirement 
as a part of employee onboarding.  

 

VII. Calculating Amounts Due 

 

Human Resources or Payroll will be responsible for determining the amount of overpayment 
and a plan for recoupment. The calculation for the amount to be recouped from the employee 
should be based on the following: 

 

A. Overpayment Calculations for Current Employees 

 

If the salary overpayment involves a current employee, the overpayment is treated as a 
salary advance and the difference in gross pay for the period(s) affected is due from the 
employee. Payroll corrections and changes should be entered into Workday, and any 
amount due from an overpaid employee should be reimbursed through subsequent 
payroll runs in Workday. Management should ensure compliance with IRS reporting 
requirements for federal taxes, state reporting requirements for state taxes, and other 
employment laws. 

 

B. Overpayment Calculations for Employees No Longer Employed 

 

If the salary overpayment involves an employee no longer employed by the University, 
the overpayment amount to be reimbursed should be the employee's net pay, plus any 



 

 

taxes, benefit premiums, and/or retirement contributions paid on their behalf that are not 
recoverable from other sources. 

 

C. Common Areas of Concern when Calculating Any Overpayment 
 

1. Federal Taxes. Form 941, Employer’s Quarterly Federal Tax Return and Form W-2, 
Wage and Tax Statement may be issued to reflect the change in income for the 
employee if the issue is found within the current reporting period. If the overpayment 
or repayment occurs in separate or prior reporting periods, a Corrected Wage and Tax 
Statement (W-2c) or an Adjusted Employer’s Quarterly Federal Tax Return or Claim 
for Refund (941-X) may be required to report a correction or claim a refund. Salary 
overpayments not recouped in the same calendar year may have adverse tax 
consequences for the employee. 

 

2. State Taxes. Each state has its own wage and tax reporting forms. These forms may 
be issued to reflect the change in income for the employee if the issue is found within 
the current reporting period. If the overpayment or repayment occurs in separate or 
prior reporting periods, appropriate state forms should be used to report a correction 



 

 

allowed means of collection from other sources or future policy revisions. Management 
should ensure that any requirements under the Fair Labor Standards Act and other federal 
and state laws that may apply when recovering amounts due from employees are followed. 
Because of tax complexities all efforts should be made to recover overpayments in the same 
calendar year. 

 

IX. Reporting 

 

Payroll is responsible for preparing reports showing current and cumulative salary 
overpayments, along with the status of collection methods and amounts. Reports should be 
categorized in a way to identify apparent deficient areas and/or departments.  Management 
should consider communicating any identified noncompliance to the affected departments. 
Salary overpayments resulting from this policy should be reported to Arkansas Legislative 
Audit and UA System Internal Audit, provided the overpayment meets the threshold 
requirements in Arkansas Code Annotated § 25-1-124 Reporting by a Public Employee. 

 

X. Disputes 

 

Any employee disputing the amount of an overpayment, or the conditions or repayment 
determined by the University may seek a review by the chief financial officer for the campus, 


