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Corr ction of Payroll D duction Errors 

MATTER OF: 

DIGEST: 1. Fed.ral mployP. . who, through adminis-
t r at iv , . r r or , h oc i l cur it y 
t x . inst. d of Civil S . rvic r . tir .­

.nt contribution d .duct .d fro l ry, 

. ks to hav . . r ror corr .ct d. Th 
ploying g ncy hould: ( ) claim 

r fund of .rron ou ly p id x from 
Int rn 1 Rev .nu S rvic : (b) d .pos1t 
corr ct ount with th Civil S rvic 
R tirem nt Fund: (c) dvi e Soci 1 
S.curity Admini tr t1on of th corr c­
tion of r@cord : nd (d) coll ct from 
th ploy th ov rpay nt of 1 ry 
r c iv d th~ r ult o the und .rd -
due ion of r t1rem nt contribut.ons. 
Th mploy will th n be r s ored to 

po ition a though no rror h 6 
occurr d. 

2. Th Int . rnal v nuP. SP.rvic h d tr­
ind th tit is bound by th . 3-y r 
t tut of li it tions pr crib d by 

26 u.s.c. 6511 wh n ct1n9 on cl i 
ub itted by F.d rel g nci for 

r funds of rron ou ly p id ocial 
.curity t x s, nrl our O fie h no 

b is to qu tion th propri . ty of 
th t dPtPrmin ion. 

to corr c 
b anc 
thE• 
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4. It a d r 1 •mploy~ i ov rp id th 
r sult of insuf ici~n r tir•m nt con­
tributions nd oth•r r quir•d p yroll 
d~uction b•ing ithh•ld rom alary, 
th ov rp ym nts ar . ubj ct to coll•c­
tion from th Amploy•~ if not w iv d 
und r th• authority of S u.s.c. 5584. 
Th t t tut _ pr clud w iv r if 
employ•e w t C ult in th mat r. 

n xp ri•nc d nd bl mploy• . o 
ov rpaid who w furni hPd L•av nd 
E rning St t m nts which if r•vi• .d 
would hav 1 d to an . rly di cov•r~ 
of the payroll rrors, nd who il•d 
to r vi•w thos st t• nt for ccur cy, 
must b~ con id•r•d at ~ault nd m y not 
be gr nt d aw iv•r. 

5. Th G n r 1 Accounting Off le 
diction to d cid• qu st1ons r•l 
the corr ct1on of rrors in F d r 
e ploy~· ' payroll r cord nd th iv•r 
undP-r S u.s.c. 558 of ov r p y. n 
re ulting from th rror . Ho our 
Offic h s no juri diction 
r venu ~ ruling , nd th ncom• t x con-

qu•nc of act ' ons t k•n to corr c 
p yroll rror r pri rily tt•rs for 
consid•ration nd d•t r inat1on by h 
IntPrn 1 R v nu• s rvic • 

This action is in r• pon • to corr spond nc• d t d Janu­
ry S, 1981 (fil• r f•r•nc ~RODC-C), with nclosur , from 

th~ Chi~f of th• Civili n P yroll Offic•, Ar y Dis rict 
Corp of £ngin••rs, Om h , N bra k • R~ h r au st d 

dv nc d .ci ion conc•rnin9 th• proc dur to b• follo 
in corr cting p yroll d ductinn •rrors th t occu r d b 
1973 and 1979 in th~ cas of , 
nee , SSAN , c1v1l n raployP of th• 
D partm .nt of the Ary. Th r qu~st w s forw rd d h . r by 
th Off ic~ of th• Comptroll•r of th Ar y by l•tt~r d t d 
F bru ry 12, 198J (DACA-FAF-C). 
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Background 

began working with th 
Engin ecs on July 1, 1973. During th rs 
s h had b n a civilian mploy of th o . partm~nt of the 
Air Force. At th time hP. w nt to work for th . r yin 
1973 , payroll cl rk entP.r d rron .ous coding d t in 
her autom t .d pay records indicting th t sh . w temp­
orary employPP., and th th r salary w th r for . ubj .ct 
to d ductions for social s .curity t x undP.r th F .der l 
Insurance Contributions Act <FICA). Inf ct, hr l ry 
wa subject to deduction for the Civil S . rvic R i r m nt 
Fund rather than FICA deduction • Al o, h r pay r cord 
w re incorrectly coded to show th t h . wa in ~ ligibl 
for F .dPral Employ .P Group Life In ur nee (F£GLI) covPrag 
due to hr st tu as tempor ry mploy Inf ct, h . 
was . lig ib lP for nd h d PlPct d to h ve h t l if 
insuranc . cov r 9 , nd thP in ur nc premium hould h v 
been d duct .d from her pay. Th not d i cov rd 
until Octob . r 26, 1979. 

In th r .qu st or n dv nc d c1 ion, s .v r l 
qu tion ar . d cone rning th . correction of tho 

rror • 

irst, it app r totalling $8,342.68 
wer rron ously paid R VP.nu S rvic 
b tw en 1973 nd 1979 in c Th t u 
quals amounts r n9 i n9 betwP.en 5.85 nd 6.13 p rcent of 

s lary rron ously d .duct d fro p y dur i ng 
those y~ rs for FICA tax . , in th ot ount of 
$4,171.3 , tog . thPr with th matching cont r ibut i on erro­
n ously made by the Ar y. In April 1980 rmy off ic1 l s 
fil d a claim ith th Int rnal Rev nu S rvic . for f ull 
refund of the $8,342.68. How ver, on ov b r 19, 1980, 
th . Int rn 1 R VP.nu S .rvicP allo d the Ary only 
$4,208.36 on its cl im and d .ni d pay nt of th bl ncP 
for th followin9 r ason: 

Th . t tutP. of li itation th t 
all clai s for rPfund of FICA taxP. ust b 
fil d by April 15, thr . rs follo 1n9 th 
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year for which th r turn was due or thr _ 
y ars after th dat• th• r•turn wa actually 
fil d. Since w• did not r~c iv• your claim 
until April 30, 1980, w• can only allow th• 
portion pertaining t? th years 1977 through 
1979.· 

Army finance and accounting officials fir t of 
th 3-year statut of limitations thu m ntion 
be pplied to claims for t x r funds submitt~d 
genci~s, and wh thPr ther• is any w y th~ D p rt 

Army may recov r from the Int•rnal R v nu• S•rvic 
of th~ FICA tax s erron•ously p id in this c 

ral 
Of th• 

b 1 nc 

Second~ Army finance nd ccountin9 o!f ici ls not• that 
sal ry w s subj ct by l w to 7.0 p•rc nt 

d~duction for th• Civi S rvic R tir m nt Fund b•tw n 1973 
and 1979, nd th t th• O p rtm nt of th• Army w s subj t to 
a r_quir m nt to mak matching contributions to th Fund 
during thos• y•ar • Th• officials also not• that th FICA 
taxes r•fund•d by th• Int rnal R•v•nu S•rvic in th• cas 
will not qual th• mount th t should h v b••n p id into thP 
Civil S•rvic• R•tir m•nt Fund b• w n 1973 nd !~79. Th•y 

h r.foc• a k h• h•r ppropri t d funds of th Up tm nt of 
the Army m y b• paid into .h• Civil S•rvic R tir•m nt Fund 
to cov .r th~ d fici~ncy. 

I 
Third, th• financ• and ccountin9 offici t that 

$4,879.57 should h v• b••n d•duct d from sal ry 
b tw~•n 1973 and 1979 for d•posit in th• Civ R•ti 
m•nt Fund, and th•y not• that if th• D p rtm Army is 
p-!tmitt•d to corr•ct th ccounts in his ca • by now p ying 
that amount into th• Fund on h•r b•h lf, th•r will r•sult 
net $708.23 ov~rpaym•nt cf s lary to h Th t v•rp 1~•nt of 
s lary will occut b.c us. corr•sponding FIC duct1ons in th 
l~ss•r amount of only $4,171.3 w~r~ ac u lly withh•ld from h•r 
pay betwPPn 1973 and 1979. Th.y sk w th r th t ov_rp i• •nt 
should b~ w iv~d. 

ourth, th• finance nd accountin off ici ls not• th t 
p y r cords which 

iums not b~ing d duct d rom 
the rron•ous •ntry mad• in 
resulted ·n life insuranc pr 
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he r salary for FEGLI cov.ra9e betwP n 1973 nd 1979 cau d 
hr to bP. ov rp id during those ye r in th total 99re9at . 
amount of $688.42. ThP.y sk whP.thPr that ov . rpayment should 
be waived. 

In discussing the question of whether waivers of ov r­
payments should be gr nt d in this c se 1 r y fin nee and 
accounting officials note th t _ w regul rly 
furnish d with Le~ve and E rnings St e ents throu9 out 
th . years betwe n 1973 and 1979, nd th t she could h ve 
detect d thP. rrors in her p y records h r elf at 
during that per:od had she c r fully ex mined tho 
m nts. ThP.y th refor_ suggest th gr nt · n9 
w iv rs of th overp yrn .nts ay b unwarr nted. 

On the other hand, has .xpr ss d the beli f 
that the O partment of thP. Army should b. h.ld fully respon­
sibl for 11 th rrors th t w r m d in h r c-~e, n th t 
any ovP.rp yrnen to her r sulting from thos. rror should be 
w iv d. Sh . points out that sh did not init ' lly c~u . th . 
errors, nd she suggests th t it would b unf ir to told h r 
in ny way responsible for thos~ rrors simply- becau ~ she 
was subsPquently furnished with L- ve nd E r~ing St tements. 
She indicat s shP wa unawar of th . ·gnificance of tto e 
st tPments and nevPr paid much tention to thP~ and, in anI 
event, shP did not under tand thP.m b caus. h did not know 
them aning of th. entri s they cont inP.d l b _led " cICA ~nd 
•FEGLI.~ Sh• furthPr nots th Comptroll r Gen *ral d cision 
B-184003 of July 13, 1976, involv .d situ tion similar to 
her own, and in th t case our Off icP conclud d th yr~ll 
errors wPre not the .mployP..'s r .sponsibility and aut~orizP 
a correct:on of ccounts ith ivers. Sh su99 st~ that th 
s mP conclusion should b rP ch d in hP.r own c se. 

Army Claim for FICA Tax RPfund 

Claims for r funds of erroneou ly p id ICA tax re 
primarily matters for consid r tion by he IntPrn 1 R v nue 
Servic , nd not our Offic . See 26 u.s.c. 3102, 3111, 3112, 
6301, 630 2, 6 01 and 6402, Internal R v .nu Cod of 1~5 , s 
amended; nd compare 52 Comp. Gen. 420 (1973) nd 58 Co p. 
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Gen. 52 (1979), to simil r effect concerning cl im for 
income tax refunds. We not in passing, however, that 
26 U.S.C. 3112 provid s that laws making Fed ral g.nciPS 
exempt from taxation ar _ inPffectiv~ as to FICA taXPS, and 
we hav prAviously recogniz~d the g~n r 1 position takAn by 
th~ Internal RevAnue Service that it is bound by the 3-yP r 
statut . of limitations pr~scrib~d by 26 u.s.c. 6511 whPn 
acting on claims submittPd by Feder 1 gonci~s for r funds 
of Prron~ously paid FICA tax~s. s P B-184003, July 13, 1976, 
supra. Hence, WA hav• no basis to quPstion tho position 
taken by the Int•rnal R~venup SArvice in cas~ 
that it was barred by that 3-yPar statut of limitations 
from fully allowing thP Army's claim for refund of 11 
FICA taxes erron~ously paid b tWPPn 1973 and 1979. 

Deposits to Civil ServicP R~tir m nt Fund 

W have previously h ld that if a Fed-ral •mployee 
hroug dministrative Prror has FICA tax inst .ad of Civ'l 

Ser · e r~tir•m~nt contributions dAduct d from s 1 ry, the 
employing agPncy is responsible for corr cting th• Prror nd 
assuring that th• appropriate amount of money is d~pos1t.d 
to the Civil Servic• RetirP.m•nt Fund as r•qu1r d by 5 u.s.c. 
8334(a). S•e B-184003, July 3, 1976, su ra. Prior to our 
July 3, 1976 a-cision, th• .mployee lon• w s gen r lly lPft 
with the responsibility of initiating 11 correctivA ction. 
As a condi ion to corr•ctiv• ection now, thP ~mploy•e must 
agree in writing to pPrmit the ag•ncy to obtain, to thP 
ext nt possibl _, a r•fund of the FICA t~XPS from th• Int~rnal 
Rev~nUP S•rvico; also, th• mploy• mu t st t• in writing 
th t hP has no claim•d and will not claim a r•fund or er di 
of th~ amount of th• Prron•ous FICA d•ductions, or if h has 

ad• claim h• must id ntify nd r _turn to th• ag•ncy ny 
amounts r~fund d or cr•dit-d or stat- that his claim h s bPPn 
r•j•ct•d. 26 C.F.R. 31.6402( )2 (1980); B-18 003, ~a. 
After th~ •mploy•• p•rforms thOSP n c ssary condi ions,-th . 

9 ncy is obligat•d to mak _ arrang•reAnts ith tho Offic of 
Personnel Manag•m nt to d•posit mon•y in thA Civil S rvic• 
R tir ment Fund to th . xt•nt r•quir•d to r~s or~ th• 
employ~· to the sarn . position h• ould h v• bePn in had no 
error occurred. If th tr quir•d d posit ~xc.ed th~ FICA 
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tax refund recovered by the agency, th differ 
payment from appropriated funds of th a9 ncy . 
corrective action results in an overp ym nt ot 
the employee, the overpayment may b- waivPd in 
pri3t case. 5 u.s.c. 5584; B-184003, supra. 

nee i for 
nd if the 

salary to 
n appro-

In th present case, F!CA deductions of $4,171.34 wer-
erroneously withheld from sal ry betwP n 1973 

nd 1979, and matching FICA t x contributions were erron~­
ously made by th~ OPpart~ nt of the Arm • Inst d, $4,879.57 
should have be n dPducted from salary, nd 
matching contributions should have bePn ma by the 0Pp rt­
m nt of th Army for Civil S rvice retir~ment purposPs, so 
th t a total of $9,759.14 should have been p id to th~ Civil 
Service RPtirPmPnt Fund. 

PVid .ntly uthoriz•d th• D part~en of th 
Army to o ta n, to the PXtPnt possible, r•fund of th 
FICA taxPS from the IntPrnal R v nuP- Servic•, nd the Army 
has be•n paid a FICA tax r•fund of $4,208.36. In accordanc• 
with the principl•s set forth abov•, th. r my should now 
mak rrangem•nts with thP Office of Per~onnel Man g ~m~nt 
to deposit with the Civil S rvice Retir•m•nt Fund th• a.ount 
requir•d, appar•ntly $9,759.14, to r•stor to 
th same position with th Fund that h• ould hav o en 
in had no ~rror occurred. The $4,208.36 FICA tax r fund 
should be pplied to that deposit nd the balanc p id from 
appropriated funds of the Oep rtmPnt of the rmy. 

As noted arlier, thPs• tr nsactions ill r ult in 
n t ov rpaymPnt of salary to o! $708.23 for 
th y ars 1973-1979, sine $4,879. i d~posited in th~ Civil 
Service R~tirem nt Fund will ~eprPs~nt reti era nt fund 
contributions that should have be~n deducted from her s lary 
during those yPars, and this will PXC f.d the $4,171.34 in 
corresponding FICA deductions ctually withhPld from her 
salary during that tim~. 
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Waiver 

The correction of the payroll dedu tion errors in 
case will rP.sult in a conclusion that she 

receivea overpaymPnts of salary in the total gross mount 
of $1,396.65 betwPen 1973 and 1979. Th t amount r . pres . nts 
the sum of the overpaymPnts to l.er caus d by the underde­
ductions for retirement contributions ($706.23) and FEGLI 
premiums ($668.42) du ri ng that pPriod. Those salary ov r-
payments received by will be subject to 
collection throu~h a clajm for recoupment, if not w ived. 

The authority for thP iver of overp yments to Feder 1 
employ es of pay and allowances o more than $500 is con­
tain d in section 5584 of title 5, United States Code. That 
section provides that wher~ collP.ction of an overp yment 
"would be ag inst equity and good conscience and not in th . 
best interests of the United Stat . s,' it may be aivP.d ·n 
whole or in part by the Comptroll r G ner l of the Unit d 
States unless: 

"* * * in his opinion, there exists, in 
connection with the claim, n indication of 
fraud, misrepresentation, fault, or lack of 
good faith on the part of the employee or ny 
other person hav i ng an interPst in obtaining 
a waiver of the claim * * *" 

"Fault,• as used in this statutory provision and a 
similar waiver law applicabl~ to members of the uniform .d 
services, i s considered to exist if it is detPrm i ed that 
the concerned individual should have known th t an rror 
existed but failed to take action to h ve it correct d. 
See 4 C.F.R. 91.5 (1980); and 56 Comp. Gen. 943 (1977). 
Thus, if an employee is furnished with r cords wh1ch, if 
reviewed, would indicate an overpayment, and the mploy e 
fails to review those documents for accuracy or otherw1s~ 
fails to take corrective action, ord1n rily h . is not 
without fault and waiver will be denied. SPe, e.g., 
B-193831, July 20, 1979. How~ver, a grant of waiver 
depends upon the facts existing in he particular case. 
4 C.F.R. 91.5, suprc. 

- 8 -



B-20220 1 

Th decision referred to by , B-184003, 
July 13, 1976, supra, involv d th case of ment lly handi­
capped emplo~ee who rec ived permanent Civil S rvice 
appointment after several months of satisf ctory p rformance 
under at mporary appointment. Through administ r tiv . rror 
FICA taxes rather than Civil S rvice retireme"t contribu­
tion~ continued to be deducted from his wa~ s after h . 
received th p rman nt appointment, and the v ntu 1 corr c­
tion of the P.rror by account adjustments si ilar to those 
required in · · cas. produced a similar ov rpay-
ment of wages to him. AI hough he had been furnished wi h 
Leave and Earnings Statements, we waived the ov rp yment on 
the basis of a certification from responsible agency offi­
cials that he w s unabl to understand those statPments. 

F deral employ es of ordinary experi nc nd bility, 
however, r exp cted to acquire a re sonable familiarity 
w:th Civil Service personnel principles and cerminology, 

nd they hav a duty to examine employment records furn . shed 
to them and to asc .rtain whether the r cords are corr ct. 
B-193831, supra. had 16 y . rs of pr vious 
Civil Service employment experi nc when h beg n working 
with the Department of the Ar~y in July 1973, and th r is 
no indication that she la-ked th ability to read and 
understand the Leave nd Earnings Statement th t w re then 
furnish d to her. It is o r view that re son bly piudent 
Federal employee of Mrs. experienc nd bility 
would have examined those statements nd would hav made an 
inquiry to the proper officials about the me nin9 of any 
entries that were not readily understandable or th t 
appear d to b incorrect. Had exercis.d that 
r asonably prudent d gr e of care, the rrors in h r pay 
records would doubtless have been imm diatPly d tected nd 
correctPd in 1973. In th~ circumstancP.s 1 w hav no 
alternative but to concludP that should 
have inquired about the correctness of hP.r pay r cords as 
early as 1973 and that her f · ilurP o do so placed her in 
the position of being at 1 ast partially at f ult in the 
matter. Such fault prPcludes us from gr nting any waiver 
of th overpayments of sal ry to h r lti g from the 
payroll dPduction rrors. 
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Social Security E ployment Cr dit 

Our Office is generally without authority tom ke deter­
minations on matters related to thP payment of social s~curity 
benefits. 42 u.s.c. 405. However, wo not~ that thP pPrtin~nt 
social security laws pr elude social SPcurity omployment crodit 
for *(s)ervice performed in the employ of th0 United St tes or 
in the employ of any instrumontality of tho Unitod Statos, if 
such service is covered by a retiromont systom ost blishod 
by a law of thP Unitod Statas." 42 U.S.C. 410(a)(6). Social 
Security Administration officials have informally advised us 
that if the accounts are corrPcted in caso to 
plac hor Army 0 mployment for th~ yoars 973-1979 undPr th 
Civil ServicP ratiramont systom, thon this statuto m y cpar to 
to pr elude h~r f om rocaiving any crPdit for social socurity 
purpose basod on that samo employmont. ·rho Social Socurity 
Administrat' a , has thProforo sked to be notifiod by th At y 
when the nPcossary doposits aro mad~ to tho Civil Sorvico 
Retirement Fund in this case, to insuro th t corroctions ro 
made in th~ social SPcurity rocords to the oxcont pormittod 
by 42 u.s.c. 405(c). Compare 44 Comp. GPn. 154, 157-158 
(1964), concerning procPdures proviously follo~od whon tho 
employee was primarily r sponsibl 0 for initiating tho correc­
tive actions. 

Incomo Tax Cons~guences 

Ou OfficP has no jurisdiction to issue rovonu 0 rulings, 
but our d~cision B-184003, July 13, 1976, ~ ra, cont~ins thP 
following advice concerning incomo tax s: 

"Th~ Intornal Revonuo ServicP has 
informed us hat any mount paid into 
th~ (Ci~il Sorvice) retirPm~nt fund 
for the ompJoypo, OVPf and abovo tho 
amount of FICA taxos recovorod, is a 
monotary bon~fit wnich must bo tPportod 
as taxablP incomo. Accordingly, tho 
(employing agency) would bP roqu\rod to 
report such incom 0 to IRS and to 'nclude 
it as incomo on tho Form W-2 s~ppliod to 
tho ~mploy~e." 
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The v iew of the Int rnal Revenu S rvice in that particular 
case was apparently pr mis•d in part on the fact that we 
waived th• overpaym nts caus•d by the agency's ~rror in not 
withholding suffici nt amounts of retir•rnent contributions 
from th• •mploy•• ' s wag•s. It appe rs that view was lso 
premis•d in part on a b•li•f that th• •mploye would b• 
entitl•d to social security benP.fits bas•d on thP •rron•ous 
FICA taxes which could not be r•funded due to the 3-y r 
statutP. of limitations. 

In the ~res•nt cas•, w arP not waiving th• ov•rp ym nts 
received wh•n insuff iciPnt amounts wer• d•duct d 

from h•r salary for retir•ment contributions nd lif• 
insuranc• pr•miums. Also, as ~•ntionPd, du to the op r t1on 
of 42 u.s.c. 410(a)(6) it app•ars that my not 
receive any social s•curity •mployment er dit wh t•v•r bas d 
on any of th• FICA tax•s •rron•ously p id in h•r case b twP n 
1973 and 1979, notwi hstanding that ther• will be no r _fund 
of the erronPous FICA taxes paid during th• y•ar 1973 
through 1976. It thus app ars that the correction of th 
payroll d•duction errors in c se ay ptoduc 
no net monetary gain or benefit to be r ported as t x ol 
income rece'ved by her. How•ver, rev nu• offici ls hav• 
advised us that th y wish to def•r m king any d t rm1n t1on 
in this casP due to its complexity, and any qu stion concPrn­
ing the income tax consequencPS of thP account dj~s m•nts 
made h re will therefore be a mattPr for submis ion to nd 
final r solution by the Internal Revenue ServicP. 

Summary and Conclusion 

Army f inancp and ccounting officials hould no makP 
arrangPmPnts with th~ Off icP of P•rsonnPl M n gPm•nt to 
deposit with th• Civil S rvice Retir•m nt Fund hP a ount 
rPquired to place Army pmploym•nt for th 
y ars 1973-1979 under thP Civ~l ServicP r tir•men syst m. 
After that is accomplish d, Army officials should notify 
the Social Security Administration so that ppropriat _ 
corrections can bP m dP. in thP social security r~cord . 
Also, thP officials ~nould ct to recoup th~ sal ry 
payments made to as thP result of the 
deduction rrors. esP s PPS will restor 
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the same position shP would hav• bePn 'n h d the payroll rrors 
not occurred. 

The qu stions pr~sPnt~d ar~ answ~r•d accordingly. Any 
further quPstion that may aris~ conc0 rning th• t x cons -
quenc~s of thP corr•ctiv~ action will be a ma tor for 
submission to the Internal RPV nue SPrvic•. 

11-.-..., 1?. d.c- a~ 
_ Comptrol l r GP.nPr 1 

of thP. Unit d Stat s 
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