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2.

Introduction

This manual sets out Revenue’s position regarding the recoupment of an
overpayment of emoluments by an employer from an employee.

Recoupment of overpayment

2.1# General Position

Any.recoupment of an overpayment of emoluments paid to an employee must be
recovered on a gross pay basis, i.e. before any deductions such as income tax,
UniversaliSocial Charge (USC) and Pay Related Social Insurance (PRSI).

2.2" Current=year overpayment recoupment

Where the overpayment is'b€ing recouped by means of a deduction from
emboluments in thescurrent year,ithe gross amount of the overpayment is
deducted from gross;emoluments. ‘Using this method, any tax rebate due to the
employee will be generated and paid to the employee through the payroll.
Pension, Additional Superannuation*Contribution (ASC), USC and PRSI
contributions,shotild also be"adjusted accordingly, where appropriate.

Example 1:

In July 2022 it was disgovered that Adam had béen placed on the wrong pay scale
after the award of an ingfement in March. This had resulted in Adam being
overpaid for 17 weeks with#a total grossioverpayment'of €357.

As the overpayment was discoveréd in the yeaniin which ittwas made, it was
agreed between Adam and his empleyer that heiwould repayithe overpayment
in 2022 over a 17 week period. Therefore, the gross'amount overpaid to Adam is
recouped by deducting €357 from his grosspay.

The following material is either exempt from or not required to be published under
the Freedom of Information Act 2014.

[...]
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Prior to discovery of overpayment:

17 weeks March 14th — July 4

On discovery of overpayment:

Applies for 17 weeks July 18t - November 7t

Gross Pay:  618.00 p.w. 618.00 Gross Pay: 597.00 p.w.(Correct scale) 597.00
Gross. Tax: 123.60 O/P Recoupment: 21.00
Credit: 68.27 Pay: 576.00 576.00
Net Tax: 55.33 Gross Tax: 115.20
usc: 13.34 Credit: 68.27
PRSI: 24%72 Net Tax: 46.93
USC: 11.45
TotaliDeductions: 93.39 PRSI: 23.04
Total Deductions: 81.42
Net Pay: €524.61 p.w. Net Pay: €494.58 p.w.
As Adam paid income tax/USC/PRSI on the overpayment of
€357, any refund for this will also be made by the
employer.
Table 1: Extract from a@"payroll submission before discovery of overpayment.
Pay date Gross Pay for Income Payfor | USCpaid | Pay for Ee PRSI Er Prsi
pay Income |, Tax paid usc PRSI paid paid
Tax @4% @11.05%
14/03/2022 €618.00 €618.00 €55:33 €618.00 €13.34 €618.00 €24.72 €68.29
Table 2: Extract from a payroll submission following discovery of overpayment.
Pay date Gross Pay for Income Pay for | USCpaid | . Pay for Ee PRSI Er Prsi
pay Income | Tax paid usc PRSI paid paid
Tax @4% @11.05%
18/07/2022 €576.00 €576.00 €46.93 €576.00 €11.45 €576:00 €23.04 €63.65

2.3 Out-of-year overpayment recoupment
Where the overpayment is being recouped by means of a'deduction ffom
emoluments paid in a later year, the gross amount of the overpayment is deducted
from the net pay. Where an overpayment is being recouped out-ef-year, upon
application by the employee, the employer should issue a statemeént(s) (see

Appendix) to the staff member setting out:

(i) the year to which the overpayment relates, and
(ii) the amount of the overpayment to be recouped each year.
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Example 2

In 2022 Megan was overpaid by a total of €1,200. This was discovered in May 2023.
An instalment arrangement to recoup the overpayment was agreed between Megan
and her employer. She will repay €40.00 per week for the remainder of the year
2023,and thereafter until the total overpayment has been repaid.

As the'everpayment occurred in a previous year, the out of year recoupment
method'must be used i.e. gross overpayment must be collected from her net pay.

€ €
Gross pay: 650.00 p.w. 650.00
Gross.tax: 130.00
Credits: 68.27
Net Tax: 61.73
USC: 14778
PRSI: 26.00.
Total Deductions: 102.51
Net Pay: €547.49
Net Pay: €547.49
O/P Recoupment: € 40.00
Take Home Pay: €507.49

On completion of the recoupment planyMegan canapply to Révenue for a refund of
any income tax and USC that has been deducted onithe €1,200 overpayment. Any
out of year overpayment of employee andsemployer RRShis a matter for the
Department of Social Protection.

The recoupment of the gross amount of the overpayment fram‘net pay should not
be reported to Revenue on a payroll submission.g#By.recouping'theigross amount
from the employee, the employer has recouped an amount that in¢ltdes both the
net pay and any payroll taxes operated on the net pay.

Table 3: Extract from a payroll submission following recoupment‘demonstrating that the
gross amount recouped is not reported to Revenue.

Pay date Gross Pay for Income Pay for | USC paid Pay for Ee PRSI Er PRSI
pay Income | Tax paid uscC PRSI paid paid
Tax @4% @11:05%

08/05/2023 | €650.00 | €650.00 €61.73 | €650.00 €14.78 | €650.00 €26.00 €71.83
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3. Recoupment spanning a number of years

Where recoupment of an overpayment spans a number of years, recoupment can
commence in the year in which the overpayment occurs, employing the current year
recoupment method as set out in paragraph 2.2 above.

Recoupment of an overpayment, or part of an overpayment, in subsequent years
mustiuse the out of year recoupment method as set out in paragraph 2.3 above.

4. Making a claim for a repayment of tax/USC

4.1 Aclaim.for a repayment of income tax and USC is only relevant where the
recoupment refers to prior year overpayments.

Where out oftyear recaupment occurs, the employee can make a claim to
Rexvenue ford@any repayment of income tax and USC that may be due. He or she
should submit their, claim tosRevenue by post or through Myenquiries with the
appropriate statement from theiremployer setting out full details of the
amount ofiemoluments.overpaid and.the timeframe for recoupment of the
overpaymenti- see Appendix.

The following material is either exempt from or not required to be published under
the Freedom of Information Act 2014.

[...]

4.2 Revenue must apply the'statutory 4-yeagtime limit for'making a claim for
repayment of tax e.g. in 2023,;@ repayment’of tax can be made for the years
2019 —2022. Where an individual'makes a valid.claim for@year (e.g. a claim
for year 2019 must be made by 31 Deecember 2023)ybut the overpayment will
not be totally recouped from him orher*for a numberof years,Revenue can
make a refund at a later date, but only‘after the overpayment has been repaid
in full to the employer - see example 3 below. However, aitepayment can only
be made where Revenue holds a valid claim.,

4.3 To make a valid claim for repayment of PAYE and/or USC; the employee must
contact Revenue and provide full details of the claim.

Where the recoupment is made in full within the 4-year time'limit, Revenue,will
make any refund that may be due.

Where the recoupment extends beyond the 4-year time limit, an employee
should:
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» advise Revenue that they wish to make a claim for repayment of tax for the
relevant year e.g. 2019, but that the overpayment will not be fully recouped
from him or her by the employer for a number of years e.g. extending to
2024,

» forward the statement from the employer as set out in the Appendix,

». when the overpayment has been totally recouped by the employer, e.g. in
2024, the employee should then request Revenue to make any repayment
that may be due in respect of the relevant year e.g. year 2019.

Further information on the statutory 4-year time limit, and making a valid claim,
is available’lin Tax and Duty Manual Part 37-00-30 on the Revenue website.

Examplei3

Refund far an.overpaymentispanning ammumber of years.

In July 2022, it"was discovered that John hassbeen on the wrong pay scale since 2016.
This has resultediin afoverpayment of emoluments to him of €7,200 (see Table 4).
John and his employer.came to an agreement that he would repay this over the
course of 4 years from-2022 to 2025 as.follows:

Year 2022

For the remainder of 2022, thelkecoupments in‘respect of January to June 2022, are
deducted from his gross pay under,the currentiyear recoupment.method outlined in
paragraph 2.2.

Year 2023 and subsequent years
For the remainder of the instalment arrangement, the eut of year recoupment
method set out in paragraph 2.3 applies.

John needs to make a valid claim to Revenue.


https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-37/37-00-30.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-37/37-00-30.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-37/37-00-30.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-37/37-00-30.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-37/37-00-30.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-37/37-00-30.pdf
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-37/37-00-30.pdf
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Table 4: Overpayment to John by his employer spanning a number of years.

Latest date to
Amount | forward Valid
Overpaid Claim to Valid Refund to be made
Year € Revenue Claim Y/N by:
2022 900 N/A N/A Employer
2021 1,500 31/12/2025 Y Revenue
2020 1,400 31/12/2024 Y Revenue
2019 1,200 31/12/2023 Y Revenue
2018 1,000 31/12/2022 Y Revenue
N/A - outside the
2017 800 31/12/2021 N 4-year time limit
N/A - outside the
2016 400 31/12/2020 N 4-year time limit
Total 7,200

On completionrof the repayment for‘each individual year, John will be able to claim
any overpaid taxsback fromsRevenue, i.e 0nce 2018’s overpayment has been
recouped in full;dohn can claim for a refund,of tax for 2018. However, John will not
be able to claim for‘a.refund ofitaxsfor the years 2016 and 2017 as these years are
outside the 4-year time limit.

John will however be ableto submit a valid claim fof the subsequent years, e.g. a
claim for year 2018 must beymade to Revenue by 31 December 2022, even though
the overpayment will not be totally recoupedfrom him forwa number of years.
Provided Revenue hold a valid claim for the year 2018, any refund that may be due
can be made later, after the overpayment has beenspaid back.in full e.g. in/after
2025.

5. An employee who has left employment

In the current year

Where an employee leaves employment in the cufirent year and isiréquired to repay
an overpayment of salary, the employee may repay the/value of the averpayment
net of tax to the employer.

Example 4

Aine left her employment with an employment ID of 1 in June 2022. In August2022,
her employer discovered that she was paid gross holiday pay of €450 to which she
was not entitled.
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As the overpayment was discovered in the year in which it was made, Aine can repay
the net overpayment to that employer in the current year. Aine agrees with the
employer that she will repay the net overpayment of €404.49 in one repayment in
September 2022.

€
Gross overpayment: 450.00
Grosstax: 90.00
Credits: 68.27
Net Tax: 21.73
UScC: 5.78
PRSI: 18.00
Tiotal deductions: 45.51
Net/Pay 404.49

Table 5:.Extract from a’payroll submission following recoupment of the overpayment in
September2022.

Cessation Employment Pay date Gross pay Pay.for Income Pay for usc EE PRSI ER PRSI
date ID Income | Tax paid usc paid
Tax
30/06/2022 1 20/09/2022 -€450 -€450.00 %'-€21.73 | -€450.00 | -€5.78 -€18.00 | -€49.73

In a previous year

Where an employee ceased to be employed by an employér in.a previous year, and
is required to repay an overpaymeft of salary®the employee must repay the gross
value of the overpayment to the empléyer and applysto Revenue for any refund of
income tax and USC that may be due.

The recoupment of the gross amount of theloverpayment from the ceased employee
should not be reported to Revenue on a payroll submission. sBysrecouping the gross
amount from the employee, the employer has received an amgunt which
incorporates the net pay, plus any payroll taxes deducted.

Any out of year overpayment of employee or employer'PRSl is a mattenfor the
Department of Social Protection.

6. Payment of emoluments following the death 6f an employee

Where emoluments continue to be paid following the death of an employee, the net
amount can be recovered from the deceased’s estate. The employer shall report via
a payroll submission negative pay and deduction figures based on what was initially
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paid with the pay date being the date the money was made available to the
employer.

The following may be applied —

a) if the overpayment only relates to a single pay period, the gross pay for the period
in which the overpayment was made is reduced to nil with consequential
adjustments for income tax, USC and PRSI, and

b) if the overpayment relates to multiple pay periods, any payment should be
applied.in the first instance to the most recent pay period in which the overpayment
occurred. Where there is full recovery of the net amount paid for that period, the
gross pay farthat pay period is reduced to nil with consequential adjustments for
income tax,"USC and PRSI.

Example 5

The following example,séts out how the recovery of a payment, made following the
death of an‘employee, should be processed in respect of payroll submissions made
after 1 January 2019.

An individual died*en 31 January 2022, and payments for February 2022 and March
2022 continued to be made byj@aniemployer.#The gross payment was €200 and the

net payment was €150.in each month.

In August 2022, the employer startedto.receive payments in respect of the February
2022 and March 2022 payments.

Payment Amount
August €100
September €100
October €100

By September 2022, there has been a full'recovery of the net payment for March
(i.e. €150), therefore the March payroll can befamended and reduced to nil in
September 2022. The employer can report a negative payrollfigure of gross €200
with deductions of €50 e.g. income tax €40 and USE*%€10 (see Table 6 below). This is
done without requesting an RPN.

By October 2022, the net payment for February 2022 (i.e. €150)has been,fecovered
in full so the February payroll can be amended and reducedemil. The employer can
report a negative payroll figure of gross €200 with deductions'®f €50 e.g. income tax
€40 and USC €10. This is done without requesting a Revenue Payg6ll Notification
(RPN).

10
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Table 6: Extract from payroll submission.

Cessation | Employment | Pay date Gross Pay for Income Pay for USC paid
date ID pay Income Tax paid usc

Tax
o 31/01/22 1 01/10/22 -€200 -€200 -€40 -€200 -€10

JAS a result of this negative payroll submission, the employer’s monthly statement
w@ duced, and the deceased employee’s record will be amended for the year

of dée Where an overpayment spans different years, the net recoupment can be
recei ﬂ{)m the estate and the relevant payroll must be adjusted accordingly.

he ‘relev ayroll submissions are the actual payroll submissions that were
;spaid a net amount has now been recouped (see Example 5).

11
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Appendix

%
e,

Statement of Recoupment of Emoluments

Name of Employee

“ PPS Number of Employee
me of Employer

%

#pl er’s Registered Number

ov@ ent i@l recor@
fromér| pay. .
)

Years Amounts
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