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Social Security Administration § 404.1202 

paid before 1987, the State assumes full 
financial and reporting responsibility 
for all groups covered under its agree-
ment. The agreement may not be ter-
minated in its entirety or with respect 
to any coverage group under that 
agreement. For payments due on wages 
paid in the year 1987 and years later, 
section 9002 of Pub. L. 99–509 amends 
section 218 of the Act by transferring 
responsibility for collecting contribu-
tions due and receiving wage reports 
from the Social Security Administra-
tion (SSA) to the Internal Revenue 
Service (IRS). Sections of the regula-
tions wholly or partly affected by this 
amendment to the Act are appended 
with the phrase ‘‘—for wages paid prior 
to 1987.’’ 

(b) Mandatory old-age, survivors, dis-
ability, and hospital insurance coverage. 
Under section 210(a)(7)(F) of the Act, 
mandatory old-age, survivors, dis-
ability, and hospital insurance cov-
erage is extended to certain services 
performed after July 1, 1991, by individ-
uals who are employees of a State 
(other than the District of Columbia, 
Guam, the Commonwealth of the 
Northern Mariana Islands, or American 
Samoa), a political subdivision of the 
State, or any wholly owned instrumen-
tality of one or more of the foregoing, 
and who are not members of the em-
ployer’s retirement system. Certain 
services are excluded from such manda-
tory coverage (see § 404.1020(a)(3). 

[53 FR 32976, Aug. 29, 1988, as amended at 57 
FR 59911, Dec. 17, 1992; 62 FR 38450, July 18, 
1997; 69 FR 51556, Aug. 20, 2004] 

§ 404.1201 Scope of this subpart re-
garding coverage and wage reports 
and adjustments. 

This subpart contains the rules of 
SSA about: 

(a) Coverage under section 218 of the 
Act— 

(1) How a State enters into and modi-
fies an agreement; and 

(2) What groups of employees a State 
can cover by agreement. 

(b) Contributions, wage reports, and 
adjustments—for wages paid prior to 
1987— 

(1) How a State must identify covered 
employees and what records it must 
keep on those employees; 

(2) Periodic reviews of the source 
records kept on covered employees; 

(3) How and when a State must report 
wages and pay contributions; 

(4) What the State’s liability for con-
tributions is and how SSA figures the 
amount of those contributions; 

(5) What happens if a State fails to 
pay its contributions timely; 

(6) How errors in reports and con-
tribution payments are corrected; 

(7) How overpayments of contribu-
tions are credited or refunded; 

(8) How assessments are made if con-
tributions are underpaid; and 

(9) How a State can obtain adminis-
trative or judicial review of a decision 
on a credit, refund, or assessment. 

[53 FR 32976, Aug. 29, 1988, as amended at 57 
FR 59911, Dec. 17, 1992; 65 FR 16813, Mar. 30, 
2000] 

§ 404.1202 Definitions. 

(a) Terms which have special mean-
ing in this subpart are described in this 
section. Where necessary, further ex-
planation is included in the section 
where the term is used. 

(b) Coverage terms: 
Agreement—The agreement between 

the Commissioner of Social Security 
and the State containing the condi-
tions under which retirement, sur-
vivors, disability and hospital insur-
ance coverage is provided for State and 
local government employees. 

Coverage—The extension of Social Se-
curity protection (retirement, sur-
vivors, disability, and hospital insur-
ance) by agreement between the Com-
missioner of Social Security and a 
State to employees of the State and its 
political subdivisions or by agreement 
between the Commissioner of Social 
Security and an interstate instrumen-
tality to employees of the interstate 
instrumentality. 

Coverage group—The grouping by 
which employees are covered under an 
agreement. 

Employee—An employee as defined in 
section 210(j) of the Act. Usually, the 
common-law control test is used in de-
termining whether an employer-em-
ployee relationship exists. The term 
also includes an officer of a State or 
political subdivision. 
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