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MEMORANDUM FOR ALL FEDERAL, STATE AND LOCAL GOVERNMENTS
(FSLG) MANAGERS

FROM: Sunita Lough, Director (Sunita Lougk)
Federal, State and Local Governments Division

SUBJECT: Contacting SSA Regional Offices for Section 218 Coverage
Inquiries

This procedural memorandum provides guidance and contact procedures for
FSLG Specialists to use when coordinating with Social Security Administration
(SSA) on Section 218 Agreement coverage issues arising in FSLG examinations.
This memorandum provides additional coordination contacts as outlined in
section 6 of the Memorandum of Understanding (MOU) between SSA and IRS
(Attachment 3) regarding resolution of Social Security coverage issues.

The MOU between SSA and IRS provides that SSA is the arbiter of coverage
issues relating to Section 218 Agreements. Most importantly, under the authority
of Section 218 and 210 of the Social Security Act, SSA is responsible for
determining the Social Security coverage status of state and local government
employees covered under a state's Section 218 Agreement and Modifications
thereof, and the mandatory coverage provisions under Section 210 of the Social
Security Act, for Social Security and Medicare benefit purposes. Therefore, the
legal authority of interpretation of Section 218 Agreements and subsequent
Modifications is the sole responsibility of SSA.

Prior to contacting SSA for the interpretation of a Section 218 Agreement
regarding coverage issues, the Specialist must first analyze the facts in each
case to determine if the worker meets the definition of “employee” under section
3401(c) of the Internal Revenue Code and section 31.3401(c) -1 of the
Regulations. If it is determined that the worker is an “employee,” as described
above, the Specialist should proceed to answer the following questions for each
position in question:

1. What is the effective date of the state's Section 218 Agreement?



What is the effective date of all subsequent Modifications?

Is the position in question included in the Section 218 Agreement and/or

Modification?

4. Is the position or service optionally excluded from coverage (i.e., do
Federal or state laws allow the position or service to be excluded from
coverage)?

5. Is the individual worker excluded from mandatory Medicare because of
membership in a public retirement system?

6. Was the position in question created subsequent to the effective date of

the Section 218 Agreement, including all Modifications? (See SSA

reference SL 30001.380 Continuation of Coverage Rules.)

w N

FSLG Policy - Agreed Cases

Many Specialists employ the use of informal telephone contacts with both their
local state administrators and regional SSA office contacts to resolve Social
Security coverage issues. This should continue to be the first type of contact for
such coverage questions.

Where the Specialist determines that the worker at issue is an employee subject
to FICA covered by a Section 218 Agreement, the Specialist should nevertheless
contact SSA to obtain an informal concurrence with the determination. If SSA
agrees with the determination, the Specialist should document the case file and
issue workpapers appropriately.

FSLG Policy - Unagreed Cases

If, the taxpayer under exam disagrees with the Specialist’'s proposed adjustment
that the worker in question is covered under the Section 218 Agreement, the
case will require a formal written interpretation from SSA regarding Section 218
Social Security coverage for the positions in question. The most common
scenario is a situation where the Section 218 Agreement provides global
coverage but does not list specific covered and/or excluded position(s). For
example, a Section 218 Agreement exists but the Agreement is not clear
concerning which positions are covered, which positions are excluded from
coverage, or whether “all positions are covered." In certain instances, the position
in question may not have existed at the time the Agreement was executed. In
order to determine or assess the proper Social Security coverage and FICA tax
liability, the Specialist must contact his or her regional SSA official (SSA
Coverage Specialist) to request a formal written interpretation of the Agreement.



Coordination with SSA offices

To accommodate a formal request, SSA has provided a list of SSA Coverage
Specialists and their e-mail addresses (Attachment 1). The Specialist must use
the appropriate SSA Coverage Specialist to request formal written interpretations
of coverage issues. Because encrypted emails cannot be sent to SSA, taxpayer
information must be redacted before e-mailing a formal request to SSA offices.
Include a statement in the e-mail such as “Taxpayer identifying information can
be provided via phone, fax or mail as required.” To ensure that formal requests
are submitted in a consistent manner, the attached “Social Security Referral”
form must be used when submitting a formal request to SSA (Attachment 2).
This form should be completed for each request and attached to the e-mail
contact sent to the SSA Coverage Specialist. A copy of the email should be
sent to the group manager.

SSA will use this mailbox system to manage its workload and track and control
timely responses to FSLG. The Specialist can expect to receive a receipt
acknowledgement within 5 workdays and a written response to the request within
60 days. If there has been no response from SSA within 60 days, initiate a
follow-up contact; if you receive no response, contact your manager. The written
response may be received by any means necessary (i.e. fax, e-mail, or regular
mail) and will be used as the primary supporting documentation for the proposal
of additional FICA tax related to these specific positions.

Disclosure

Internal Revenue Code section 6103(l)(1)(A) authorizes the Internal Revenue
Service to share information with SSA with respect to taxes imposed by IRC
chapters 2, 21 and 24 as necessary for purposes of SSA's administration of the
Social Security Act. Any return information in the possession of IRS with respect
to these three chapters, including results of an examination or compliance check,
can be disclosed to SSA for its use in administering the Social Security Act. The
information that is authorized to be disclosed is not limited to specific items of
information; it is limited only to information with respect to taxes imposed by
specified chapters of the Code. However, SSA’s use of the information is limited
to administration of the Social Security Act and IRS should not disclose
information it knows that SSA does not need or cannot use in connection with
this purpose. Additionally, this contact with SSA is not considered a third-party
contact under Section 7602(c) and Form 12175 is not required.

If you have any questions concerning the initial contact procedures, contact
Sunita Lough, Director of Federal, State, and Local Governments at (202) 283-
9818.

Attachments:
= SSA Regional Office Contact Information
= Social Security Referral Form
= Memorandum of Understanding with SSA

CC: WWW.Irs.gov


http://www.irs.gov/

Social Security Administration's Regional Offices

Regional Office

Contact Information

Email Address

Inclusive States

Region |: Boston

BOS.CPS.RSI.SSI @ssa.gov

Connecticut, Maine,
M assachusetts, New
Hampshire, Rhode
|sland, Vermont

Region |1: New NY.CPS@ssa.gov Puerto Rico, Virgin
Y ork Islands, New Jersey,
New York
Region l1I: PHI.MOS.RSI.SSI.Prog@ssa.gov Delaware, DC,
Philadelphia Maryland,
Pennsylvania,
Virginia, West
Virginia

Region IV: Atlanta

ATL.MOS.CPS.RSIPT @ssa.qov

Alabama, Florida,
Georgia, Kentucky,
Mississippi, North
Carolina, South
Carolina, Tennessee

Region V: Chicago

CHI.ARC.MOS.CRSI.SSl @ssa.gov

[linois, Indiana,
Michigan, Minnesota,
Ohio, Wisconsin

Region VI: Dallas

DA.RSI@ssa.qov

Arkansas, Louisiana,

New Mexico,
Oklahoma, Texas
Region VII: Kansas KC.MO.RO.CPS@ssa.gov lowa, Kansas,
City Missouri, Nebraska
Region VIII: DEN.RSI @ssa.gov Colorado, Montana,
Denver North Dakota, South
Dakota, Utah,
Wyoming
Region IX: San | SF.MOS.Programs.Support.Center@ssa.gov | American Samoa,
Francisco Arizong, Cdlifornia,
Guam, Hawaii,
Nevada
Region X: Sesttle SEA.CPS.RPST @ssa.gov Alaska, Idaho,

Oregon, Washington
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Social Security Referral Form
Section 218 Interpretation Request

Date of Referral: I

State: I

Entity type: I
(i.e. City, County, Public School, etc.)

218 Modification(s): (List all info known)
Modification #: Effective Date of Modification: Execution Date of Modification:

Positions requiring coverage determination:

Position Name: Date Did position exist prior | Employee Status

(List all identified Position to the entity joining a (federal or state statute,
during exam created: Retirement System? (Y | common law, etc)
requiring 218 (MM/DD/YY) | or N)

coverage

determination)

Additional Information:

[Enter a summary of any additional documentation/research resulting from issue
development deemed necessary - limited to 500 characters. If additional
documentation is needed - fax to Regional SSA Coverage Specialist.]

IRS contact name, title, telephone number and email address:
[Enter FSLG Specialist's name, title, telephone number and email address]




Social Security Referral Form
Section 218 Interpretation Request

This form should be used when coordinating with Social Security Administration
(SSA) on Section 218 Agreement coverage issues arising in FSLG examinations.
Page 1 of this form will be completed by the Specialist assigned the FSLG
examination, and submitted directly to the designated Regional SSA office for your
state via the email address provided. (See listing attached.)

NOTE: Because we do not have the ability to send encrypted messages between agencies, FSLG
will need to redact any taxpayer information when communicating with SSA offices. We can include a
statement in the e-mail such as “Taxpayer identifying information can be provided via phone, fax or
mail as required.”

Instructions for completion of Referral Form:

Date of Referral: Enter the date of submission to SSA
State: Enter the State (i.e. Texas)

Entity Type: Enter the type of Entity that you have under examination (i.e. City, County, School
District, Housing Authority, Fire Protection District, etc)

218 Modification(s):
e Modification #: Enter each Modification Number applicable to the entity that you have under
examination.
e Date Position Created: Enter the creation date of the worker position (worker class) for
which you are seeking a 218 coverage determination.
e Employee Status: i.e., common law status as defined for income tax purposes

Additional Information: Include any additional information to summarize your analysis of the facts
and circumstances of issue development that would assist the SSA Coverage Specialist in
determining if this position is covered under this entity's 218 agreement or not. This information could
include but not be limited to, position descriptions (if available), and analysis of common law
employee status with respect to income tax ONLY, State statutes and/or City ordinances that define
the position as an employee.

IRS contact name, title, telephone number and email address: Enter your name, title, and contact
information so that the SSA Coverage Specialist can contact you when necessary.



MEMORANDUM OF UNDERSTANDING
BETWEEM THE
SOCIAL SECURITY ADMINISTRATION
AND THE
INTERNAL REVEMUE SERVICE
FOR
STATE AND LOCAL GOVERNMENT COMPLIANCE ISSUES

SBection 1.
Purpose

This Memorandum of Understanding (MOU) specifies the responsibilities of the

Soclal Sacurity Adminitration (35A) and the Intemal Revenue Servica (IRS) wilk
resspact 10 reporing and complance requiremants for state and local govemment
amgkayers undar the Socal Security Act (A1) and the Intamal Revenus Code [Coda).
This inclugias spacitying the responsibilities of both agencies for parfarming cempliance
rerdieras, aducaling public employers, and improving the repoiing process batween 554,
and IRS to delect compliance problems

Addionally, this MOU addrasses sctivilies inended 1o imprave the wage reporing of
state and local govammeant entitivs. Thease specifically include the msponsibiliies of the
IR and 35A reganding meeding the educational needs of public arglayers and
nproving lhe operational and informaticnal sschanges batween tha agences

Snction 2,
Brckgraund

Public Law %3-5049, enacted Qctobar 21, 1886, revised Secfion 218 of the Aot and
Sactions 3141 and 3126 of the Coda o iransfer from e stales and 554 10 the IRS
responainiity for tha collection of Socal Security coninbutions from stabe and locsl
gowammeant amployens under Section 218 Agreements, Prior io 1587, the Siata Social
Secufily Administralors were responsible for reparting covarad wages to 554, collacting
e Social Securly and Medicare contribu$ions from public amplovers, snd daposiing
Ihose amounts 1o the Socal Security Trust Funds, Beginning Janwary 1, 1987, atate
and lacal govemmant amployers becama responsible for the raporting and paymant of
Social Security and Medicare taxes dimclly to the IRS

A "Section 218 Agreament” is a written agreamant batwean & stabta and 354 to provide
Social Sacurity andlor Medicare covarage Tor employses of a stale or leal govemment.
Elaghrﬂm January 1, 1951, Baclian 218 Agreament covarage was available for the
servicas of employses in positions not covered under a méremand system, Thasa



non-retrement system positions are refarmad ta as absolule COVEragR Qroups. The
Social Sacurity Amendmaents of 1954, affaciive January 1, 1955, allowed states o
valurtarily axtended Saction 218 Agrasmant coversge b the serdces of employees in
posbions covanad undar & retrement syelem. Thess groups ane refemmad b as
refirament systam coverage groups. Sincs Apdl 20, 1963, covarage urder a

Sechion 216 Agreamant Cannol be terminated urisss (he slabe o local govemmant
ariy is agaly dissohed

in 1986, Public Law 95-27F mandatad Medicars coverage tor all slate and local
govermment empdoyaes hirsd, or nahired, aer March 31, 1886 In 1290, Public Law
101-508 mandated Socal Secirily covarage, effective July 2, 1981, for wrlually abl state
and lacal gavernment employees not covered by sither a publc refiremant syetem of &
Saction 218 Agraemant

Section 3
Responsibilities

The 35A &= responaibla far the Social Securily and Medicare coverage pravsions under
[ Act The IRS is responaible for the Sooal Security and Medicare taxation provisians
uriler the Code

With respect to slate and lacal govammint taxation |ssues. wnder the aulharity of
Chagiler 21 of the Code, IRS is responsba for,

=+ Administering tha Fadaral Ireurance Conlriputiong Act (FICA), intluding e
mandslory Social Sacurity and Madicans provisions concanming serwcas perfarmed
by atabe and local govarmiment employaes,

AasLring that fnere & proper reporing and collection of Social Security and
Medicars 160ss Dy stale and locel gavernments under the FICA Bhrough examination
arrd alhef Somplianca programe; and

» Indarprating the FICA provisions applicable fo state and local governmants thiwgh
publisghed guKRNCR, &.0 Fﬁwm reneRnug nAdings. and revenies procedires,
ard miroiagh nen-precadantial advica o Tapaers and IRS peracnnel, 8.4, privala
lattar nibrgs and Tkl drachyes

With respes! 1o slate and local govamment Covarags issuse. under the authanity of
Sesctions 218 snd 210 of ?e &1, 554 Is responsinle for

¢ Making nues and Reguiabons and aslabiishing procedures, nof nconsshant with
Tithe [ af the Acl (42 U.5.C. 401 &l 58q.], which ang necassary or appropriats o
carry oul cerbain provdsions of tha Ack,



+ Adapling ressanable and proper nules and Regulations to regulate and provida for
the nature: and sxtant of the proofs and evidanca and the mathod of taking and
furnishing the sams In ordar 1o estabiah tha Aght 1o benslils undes Bie Ac;

Maintaining and executing Section 218 Agreaments and Modificaions o such
agraements;

Detarmining the covarags status of state and local govermment employees covered
unidar a stale's Section 213 Agreemant and modificalions thensal, and the

mandatory cowerage provisions under Section 210 of the Act, for Social Secunty and
Medicare benefil purposes; and

& Asguring Ihe accurale credifing of eamings fo all workers; maintaining accurate
EAMNgE reconds; verifying the eamngs amounts provided; and comecting
ermaneously posted amounts, as requined by law,

Soction 4.
Educating State and Local Govamnmant Employvers

IRS will advise and educate state and local govemment employars about Social
Securty and Medicane taxation provisions undar the FICA, induding thoss provisions
redating o reporting and depost processes for Social Securily and Medicare taxes.

554 will advise and educate State Social Security Adminatrators and slate and ocal
govemiment amplovers aboul the Socal Securily and Medicars covarage provisians
under Sections 210 and 218 af the A and the Annual Wage Reporting (AWR) process.

IRS and 35A will promole befler slate and local govemment reporting practices by
oonducting panodic jpint educational warkshops for staie and ocal gosermment
employers,

554 and IRS wil review IRS Publcation 983, Federal-State Reference Guide for State
ard Local Gowemmaent Employers, & multi-agency documant pubilished by the IRS, 1o
detarming whedhes a ravision of the publication is necessary, MNew sdilions of
Pulcation 863, or supplemeantary publications (acditionsideleticns]. will be craatad
jointly by the IRS and 554,

Saction 5,
Imgraving the Coordination Process Betwesn IRS and 554

IRS and 554 agres i iImplamant a standing Saction 218 Committes baginning in
Fiscal Year 2002 fo discuss pobcy, procedural, and complance Issues nelating to Social

Sacurity and Medicane coverage and taation of state and local govsrnment employess



The Section 218 Commities will mest semeannually, or mome frequantly, if appropriate
to evaluate findings and develop proposals and alterralives for axecilive decisian-
frakire.

The Seclion 218 Commitise will evaluate indormation axchange mathods for data
bancaming stabe and local govemment employers and will parcdically providia
repommendations for improving the coonrdination prooess. As an essential part of this
process, the Commitiee will study the feasibility of perfecting the Section 218
AgreamantModification information retained in IRS and 584 databasas, Tha Saction
218 Committes will consider sharing pafected Saection 218 Agreamenthofication
data wilh State Social Securty Administrabars.

Section 6.
Dizclozure of Federal Retwrns and Federal Return Informaticon

£54 |5 bound by the provsions of Section 1108 of the Act and Seclion 8103 of the
Code. IRS is bound by the provisians of Secion 6103 of the Code.

Section G001 HA) of the Coda suthonzes the IRS, upon witban requast, b dsclose
relusres and relumm infarmalion with respect b baxes imposed by chapters 2, 21, and 24
to 554 for purposes of 554's administration of the Aot

Tha term “Federal Retum®™ means a “refun”® as defined in Saction 61030031 of the
Coda. The term “Federal Retum Indprmation” maans “retuen information” as dalined in
Saclion 81031 bE 2} ol tha Cada,

Pursuant to tha Act, the 554 (s charged with responsbiity for administration of the Act
Federal Refums and Fadernsd Return infcimation (whsthar anginals, papar copees,
photacopias, microliem, magneiic: media, or any ollssr ) eeeived Trom tha RS
pursuant o Saction 6103101 HA) will be used only ko the extant necessany far the
purpasa of 554 adminislrabion of the Acl Swch inlamalion shall nol be used for tha
B3A's adminstration of any other slatute.

The tam "534 Representalive™ means an affices of amployes of the 55A designated in
writing by 1hé 55A to the Commissioner, IRS, as an individual who is authorizad to
mnspect or recaive Federal Retums andior Faderal Retum Information with respect o
chapiers 2, 21, and 24 taxes on bahalf of the S3A as provided by Section §103(11){A)
af the Code, bud only so long as the duties and employment of such officer or employes
requine access 1o such Federal Relums and/or Federal Retum Information for pupases
af admnistration by the 55A of the Act.

Upan the accurence of ary change n employmenl, duties, ar other relevant matiers
affecting an 554 Represeniatve’s authority (o access Federal Retums and Federal



Return Information, or status as an 354 Reprasentative, the 554 shal prompltly advise
in writing the Commissknar or his or her designated rapresentative of such change.

The term “discloswue” means tha making kncram to any persen in &Ny manner Fadaral
Return or Federal Return Information, &n 55A Represantative o whom a Fedaral
Return ar Fedaeral Return Information has bean dischosad may only discioss such aiuem
ar raturn information o another officer or amploves of the 554 anly o the sdant
necassary for the punposa of S54's administration of the Act. Discloaures o
confraciors and adminstrators are not allowad

In accordance with Section 61035 of the Coda, this agreamant shall constituba & request
for the Commssioner, IRS to dsclosa relums and retum informabion with mspact to
{aurs impased by Chapters 2, 21, and 24 of the Code to the S54 for purposas of £
administration of the Act. Spacifically, when the IRS becomes aware of & slale o local
gowvammant employer whosa noncomplance with the repafing reaquiremants has
rasulied in a falume fo comecily mport employes wages tor Social Secunty purposas, the
IRS will provice S54& with the information dentifying such anities 50, ¥ neaded, 554 wil
e able 1o contact the amglavar snd abtain e indormsation requined 1o commect
employeas’ samings reconds,

Section 7.
Discloaure Safeguards

As an exprass condition for tha inspaction and dsclosure of Fedenal Retuns and
Federal Retumn Informabon, the S5A agrees to comply with the safaguards and
requrements presoribed by Section 8103pkd) of the Code and with such provisions
goweming mplementation of such safeguards and requinements as may be established
by Regulatons and writien procedures; provided by existing Regulations; ar contained
in IRS Publication 1075, Tax Informabon Sacunty Guidelnes for Federal, State, and
Local Agencies.

The 554 will make its officers and employees aware that undar Section 6103(a) of the
Coda, they are required to mantain the condidentiality of Fedeml Returns and Federmsl
Ratum Information and that under Saction B103a)1), as Federal Officers or
Employess, they ane prohibied from disclasing Federad Setums or Federad Sefum
Indormeation axcept &5 specifically authorzed under the Goda, The 554 will also make
its oMficars and emplovess awana that the Code's confidentiality restrictions ane erdorced
by cririreal panalties for indisdduale convickad of wilhul unsuthanzed disdosung of
Fedaral Reluims o Fadaral Raluem Infarmafion (see Secton T213 of 1ha Coda), criminal
panatEes lor individuals comvictiad ol unaulloreed accass/mapaction ol Federal Relsms
of Federal Redurm Informsatian (aess Saclion 721348 amnd 18 LLS.C. 1030a 2B, a8
well a8 & civil damages remedy against the United Stales available 1o persons whose
Fedaral Relums of Fedaral Ralusm Information has Been urdaafully accesasd of
disclosed by ary Fadersl aflficer or amployes (gee Saction 7431 of the Coda).



Saction 8.
Molices and Contacts

554 will provide ary information required undar tha MOL 10 the Director, Govemment
Enbfes, of bo such ather person(s) as that Dimctar of the Commissianar, IRS or his
designes shal designate. The IRS will provide ary inlesmation required under this
MO, in accordance with Section 6103 of the Code, 1o the Deputy Commisskanar for
[nsabiity and Income Securly Programs of e S84, or to such ather 554,
Representalivalz) a2 the Deputy Commissioner shall designata,

Section 4.
Funding

Each Ig:l:l_'l-:."-hil b responeible for funding the costs # incurs in pesforming its
responsibilbes undar this MOL,

Saction 10.
Effective Date, Modifications and Tarmination

This MOLU will become affective upen signafure by the authorized representatives for
IRS and 554, Any modification or amendmant of this MOU must be agreed fa by both
parties in writing and wil be effective upon the dale of axecution or such othar date a8
may ba provided In the modification o amendmeanl. This MOU can be terminated by

ither IRS or S5A upon wiithen malification of the alber party at least 90 days In advence
of the terminaticn diate

Saction 11,
Signatures

Infernal Revenue Sanice Socil Seounty Administraticn
Cammissianer, Daputy Commissoner for
Tax Exampt and Govemment Entifies Dizability and Income Security

Programs
P =Y

Drarlec AR =4 M




