LETTERS OF DEMAND  --  EMPLOYEE DEBTS

An Instructional Guide

GENERAL INFORMATION

If an employee owes money to the U.S. Postal Service, for any reason, the employee must be issued a Letter of Demand.

DO NOT hold an employee’s check if they owe the USPS money.  You must issue a letter of demand.

While the Accounting Service Center (ASC) may advise that a letter of demand does not need to be issued for Health Benefit Premium Debts, on the advice and guidance of the Postal Service’s Northeast Area Law Department, it continues to be the practice in the NH/VT District to issue a letter of demand for ALL employee debts, including, but not limited to, the employee’s share of his/her health benefit premiums.

The Issuing Official for letters of demand is the employee’s Installation Head, or if the demand letter is for a Postmaster or Plant Manager, the Issuing Official is that individual’s manager.

In some instances, the letter of demand will be hand-delivered to the employee; in other cases, the demand letter will need to be mailed.  In all cases, it is important to look up the employee’s address of record and incorporate that into the employee’s demand letter.  Hand-delivery and mailing instructions can be found at the end of this instructional guide.

All letters of demand must be tracked. If no grievance (or appeal) has been filed within the time limits prescribed in the Collective Bargaining Agreement (or the ELM) and the employee has not made arrangements to repay the debt, further action is warranted. 

When developing the initial letter of demand (for non-bargaining employees) or the Notice of Administrative Involuntary Salary Offset Under the Debt Collection Act (for bargaining or non-bargaining employees), you will need to perform calculations and incorporate the results into the demand letter.  Instructions can be found at the end of this instructional guide.

Letter of Demand Templates

for Bargaining and Non-Bargaining Employees

The Labor Relations Office has developed templates for your use when preparing a letter of demand.  General information is provided below to aid you in the development of each of the sample templates.  In each instance, please substitute the words in red with the  employee’s information and details as it relates to that employee’s debt.  Once the demand letter is typed, and while you are in the document, to change the font color of the whole document to black, click on Edit, then Select All, then on Format, then on Font, then on Font color, change color to black, and click on OK.

Before deciding which template to use, you must first determine whether the employee is a bargaining unit employee or non-bargaining employee.

Bargaining Unit – Shortage in Cash Reserve: This letter should be used whenever a bargaining unit employee is short in his/her POS account.  Before preparing this letter, you will need to know the following:

· Date of shortage.

· Amount of cash reserve.

· Amount of shortage.

Bargaining Unit – Shortage in Flexible Credit:  This letter should be used when a bargaining unit employee is short in his/her flexible credit.  Before preparing this letter, you will need to know the following:

· Date of audit.

· Total accountability (or beginning balance).

· Amount of shortage.

Bargaining Unit – Invoice:  This letter should be used whenever you receive an invoice from Eagan MN for one of your bargaining unit employees.  Once typed, attach to the letter of demand the following:

· Invoice

· PS Form 3239, Payroll Deduction Authorization to Liquidate Postal Service 

Bargaining Unit – Salary Advance: This letter should be used whenever a bargaining unit employee received a salary advance and the employee has not made an effort to pay back the advance.

Non-Bargaining Unit – Invoice:  This letter should be used whenever you have an invoice from Eagan MN for one of your non-bargaining unit employees.  Once typed, attach to the letter of demand the following:

· Invoice

· PS Form 3239, Payroll Deduction Authorization to Liquidate Postal Service 

Postmasters/Managers:  If you receive an invoice directly from the MN ASC for yourself, forward that invoice to your immediate manager so a letter of demand can be prepared to afford the you your appeal rights and options related to the Debt.
Notice Of Administrative Involuntary Salary Offset

Under The Debt Collection Act
This letter should be used after the initial letter of demand has been issued to either a bargaining or non-bargaining employee, and the employee has not grieved or appealed the letter of demand within the time limits prescribed by the Collective Bargaining Agreements or the ELM, and the employee has not made an effort to repay the debt.  In all cases, please ensure an invoice has been generated for this debt if one has not already been generated.  Please contact the Accounting Service Help Desk or a member of the District Internal Control Group for instructions on how to generate an invoice.

The federal DEBT COLLECTION ACT requires that the employee be provided two (2) sets of the Notice of Administrative Involuntary Salary Offset Under the Debt Collection Act.  This means if delivery of the Notice is by hand, the employee is provided the original and a copy of the Notice; or if mailing the Notice, you will need to mail two (2) sets Certified Mail with a Return Receipt and two (2) sets by Priority Mail with Delivery Confirmation.

If the employee files a timely appeal under the Debt Collection Act, the debt collection process is stayed (postponed) until the case is adjudicated.  Contact the Labor Relations Manager to ascertain if a Debt Collection Act (DCA) appeal has been filed and/or the status of a DCA appeal.

If no appeal is filed and the employee has not acted upon any of the options available to the employee and thirty (30) days have passed since the employee “received” the Notice, then it is ripe for the Issuing Official to prepare a PS Form 3239 to set up an involuntary salary offset at 15% of the employee’s disposable pay.  The Issuing Official should sign and date the 3239 and indicate that it is an administrative offset.  The employee does not sign the 3239 when it is an involuntary offset.

ADDITIONAL INFORMATION

CALCULATIONS:  When calculating the approximate dollar amount of payroll deductions and estimated number of pay periods it will take to offset an employees pay at 15% of the employee’s disposable pay, you will need to know the employee’s annual rate of pay (if a full time employee) or the average bi-weekly pay of the employee (if the employee works less than a 40 hour work week).

STEP 1

To calculate approximate amount of payroll deductions per pay period at 15% of employee’s disposable pay:
Example:

A.  Determine employee’s annual rate of pay.
$50,000

B.  Divide “A” by 26 pay periods. 
$50,000 / 26 = $1,923.08

C.  Multiply the result of “B” by .65
$1,923.08 x .65 = $1,250.00

D.  Multiply the result of “C” by .15
$1,250.00 x .15 = $187.50

E.  Result of “D” is approximately 15% of employee’s

     disposable pay.
$187.50 / pay period

STEP 2

To calculate approximate number of pay periods it will take employee to repay the debt at a rate of 15% of employee’s disposable pay per pay period:
Example:

F.  Determine the total amount of employee debt.
$742.58

G.  Divide “F” by “E” 
$742.58 / $187.50 = 3.96

H.  Round up the result of “G” to the next whole number.
3.96 rounded up = 4

I.  The result of “H” is the approximate number of pay period

     it will take the employee to repay the debt.
4 pay periods


HAND DELIVERY INSTRUCTIONS:

Make one copy of the letter of demand.  Give the employee the original letter and any associated attachments.  When issuing a letter of demand to an employee, ask the employee to acknowledge receipt of the demand letter by signing and dating the Postal Service’s copy of the demand letter.  If the employee refuses to sign, notate on the Postal Service’s copy, the date issued and the comment “Employee refused to sign.”  Be sure to retain a copy of the issued letter of demand, including any attachments, in the Postal Service’s file.  

MAILING INSTRUCTIONS
When a letter of demand must be mailed in lieu of hand-delivery make two (2) copies of the demand letter and associated attachments.  Send the original letter and attachments to the employee via Certified Mail/Return Receipt  and a copy via Priority Mail with Delivery Confirmation.  Retain a signed copy for the local office file along with all related mailing receipts.

VOLUNTARY PAYROLL DEDUCTIONS

If an employee opts to set up a payroll deduction, complete PS Form 3239, and ask the employee to sign and date the form setting the amount per pay period (or percentage of disposable pay) the employee wishes to be deducted from his/her pay.  The Accounting Service Center usually expects an employee to repay the debt in one year or less.   Be sure to include the invoice # and employee ID # on the Form 3239 and mail the form to the Scanning and Imaging Center.

FILING INSTRUCTIONS and RETENTION PERIODS

Letters of demand are not filed in the employee’s OPF but should be retained in Installation Head’s office in a manila folder labeled with the employee’s name and words “Letter of Demand” and filed in a restricted area.   In accordance with USPS Handbook AS-353, Guide to Privacy, the Freedom of Information Act, and Records Management, receivables must be retained for a period of three (3) years from the date of final payment of the debt.  Once the three (3) year retention period is passed, any records related to the debt must be destroyed by shredding.

