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ey Dates
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361951 - States may cover employees
not covered by a retirement system

361951 — State of Vermont employee
- coverage begins

81955 - States may extend coverage
- to employees covered by a
retirement system
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Current Status of
Publ_.lc Employees

ELFIAT ) T o
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.3>8Employees not covered by a retirement
system are covered for Social Security

and Medicare

--under a Section 218 Agreement or
--mandatorily under Federal law (with
- certain exceptions)
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Current Status of
Public Employees
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&@Employees covered by a retlrement
system may be:

-- covered for Social Security and
Medicare under a 218 Agreement

-- not covered for Social Social Security

and Medicare |
-- covered for Medicare only
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- Basic Concepts of
Sectlon 218 Coveragem
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%Coverage is voluntary and obtalned |
through a legal written Agreement
between State and SSA |

st Must be legal authority under both
Federal and State law to enter into
- Agreement

$8Types and extent of coverage must
be consistent with Federal and State
laws

Propedty of 1,5.Govemment

Basic Concepts (Cont)
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%Agreements cover posrtlons therefore
any worker filling that position is covered

s$8Employees brought under 218

~ Agreement in groups: known as
“coverage groups”

38 Additional coverage provided by
modifications to the Agreement

seEach modification, like the original
Agreement is a Iegal document

Propesty I U.5.Government
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BaSlC Concepts (Con’t)

s Each State determlnes WhICh groups
of employees to cover and when
coverage begins

#Coverage cannot be terminated

Piopedy 61 U5 Govervment 11

| Sectlon 218 Agreement

$Section 218 of the Social Securlty Act
prescribes in detail how coverage
may be provided, for whom and
under what conditions.

320riginal Section 218 Agreement
outlines basic provisions, definitions
and conditions

Property of 1.5 Govemenenl 1 2



Interstate Instrumentallty

i e
S0 ;ﬁ"w‘*‘i'g@ 5y ,ﬁ, s}. 2 .;

An mdependent Iegal ent|ty
‘organized by two or more
States to carry on some
function of government. For
Section 218 purposes, an
interstate instrumentality has
the status of a State.

EJEx: Port Authority of New York
e ANA New Jersey "

To What Entities Can a Section
- 218 Agreement Apply? o

s

¥ The agreement can apply
to employees of the State,
to employees of the State
and any one or more
political subdivisions, or to
employees of any one or
more political subdivisions.
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Exclusions--Mandatory and
~ Optional

e e e

$£Mandatory exclusions--Federal law
mandatorily excludes certain services
from Section 218 coverage =~

§8 Optional exclusions--Federal law
gives the State the option to include
or exclude certain services from
coverage under the State’s
agreement

Propedy of U5 Governmend 35

Mandatory Exclu5|ons

S:BIndNIduals hlred soIer to be relleved
from unemployment |

38 Services performed in a hospital, home
or other institution by a patient or.
inmate thereof

g Workers hired temporarlly to handle
~ disaster emergencies

Propedty of U.S.Govetmnenl 36
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Mandatory Exclusmns (Con 't)
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%&TranSpor_tation system employees who
are covered mandatorily under Section
210(K) of the Act

s2Non-resident aliens with F-1, J-1, M-1 or
Q-1 visas

37
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Agreements and Modlflcatlons

$The original Agreement provides
the framework for future coverage,
which is obtained by modifications
to the Agreement.

3¢ Since all States have executed
Agreements, future agreements will
be for interstate instrumentalities.

49
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What a Modlﬂcatlon Is

SR e e

A ‘modification is a written agreement
between the State and SSA to make
the original Agreement applicable to -
employee positions not previously
covered, or to modify the original
Agreement in some other respect.

51
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When a Modlﬂcatlon Is Needed

R ,»«is: '-a-‘! it et e

%Implement changes in the law

¥ Provide coverage for retirement
systems |

¥ Cover new entities (libraries, water
districts) not covered by a retirement
system |

$#Cover services optionally excluded

—.{EX; part-time positions) s2



-~ When Modiﬁcation Is—Needed

$8Provide Medicare only coverage for
pre-1986 hires

s Increase threshold amount for
election worker services

s¢Exclude election worker services

#Identify new entities that join a State
- retirement system-

53
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Contacts

CP Rt SR SR T L L

Cynth ié{ Webster Vermont | SSSA
(802) 828-2305
cwebster@tre.state.vt.us

Fran Reina
 (315) 793-8171
francis.a.reina@irs.gov

54
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~Accountable v. Nonaccountable Plans
Methods of Reimbursing Employees for Expenses

Accountable Plans

A plan under which an employee is reimbursed for expenses or receives an allowance to cover
expenses is an accountable plan only if the following conditions are satisfied:
e there must be a business condition for the expenses;
o the expense must be in connection with performance of
services as an employee
o the reimbursement must be for an expense the employee
could deduct on his/her tax return
» the employee must either substantiate or be deemed to have
substantiated the expenses;
o Generally substantiation consists of receipts and/or cancelled
checks and invoices that show the nature and amount of the expenditure
o Expenses deemed to have been substantiated are such things as using the
mileage allowance rate (51 cents per mile) rather than actual expenses for
operating a vehicle or use of a per diem rate for overnight travel rather than
requiring receipts for meals
¢ the employee must return to the employer amounts in excess of the substantiated (or
deemed substantiated) expenses within a reasonable time
o there are 2 methods of determining a reasonable time
* Periodic Statement
e astatement from the employer is giver to. thc employee at
~ least quarterly setting forth the amounts paid under the plan in
o of the substantiated amount and requesting the employee
'E’g either substantiate or return excess amounts within 120 days of

the statement date
®*  Fixed Date
¢ Advance Payments -- 30 days before the reasonably
- - anticipated expenses are paid or incurred _
o Substantiation — 60 days after expenses are paid or incurred
» Return of excess amounts — 120 days after expenses are paid
or incurred

Amounts paid under accountable plans are not income to the employee and are not shown on Form
W-2. .

Remember that all of the requirements must be met in ovder for it to be an accountable plan!

Nonaccountable Plan

A nonaccountable plan is a relmbursement plan or policy which does not meet all the requirements
for an accountable plan.

Amounts paid under a nonaccountable plan are income to the employee and must be included in
wages with appropriate tax withholdings.

An employer can have an accountable plan for some items, and a nonaccountable plan for others.



