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Introduction and Instructions for Pretesters of the Compliance Verification Checklist

This is an EXPOSURE DRAFT of the Compliance Verification Checklist for

State and Local Governmental Entities.  This draft Checklist was developed in cooperation with the U.S. Internal Revenue Service (IRS), Federal-State-Local Governments (FSLG) office, by the Advisory Committee on Tax Exempt and Government Entities (ACT), Federal-State-Local Government (FSLG) Subcommittee.  The ACT/FSLG Subcommittee members are asking state and local government employers’ payroll officials, human resources professionals, and their legal and financial advisors to “pretest” the draft Compliance Checklist. 
We request that everyone who pretests the Compliance Checklist complete the online Evaluation Form (NOT the actual Compliance Checklist) at: http://www.surveymonkey.com/s/825RHY5.  We know that your time is valuable, so the Evaluation Form is structured to take less than 4 minutes to complete.Please complete the Evaluation Form no later than March 15, 2010.
If you prefer to print and submit your responses in hardcopy, rather than online, you can return the completed Evaluation Form by either of the following means:

Fax:
(303) 318-8069 (ATTN:  Maryann Motza)


Mail:
Maryann Motza


Colorado State Social Security Administrator


Colorado Dept. of Labor & Employment


633 17th Street, Suite 700


Denver, CO  80202

We will consider all comments and suggested edits, but cannot guarantee that all recommendations will be incorporated into the final product that will be sent to the IRS during the June 2010 public meeting.  NO INDIVIDUAL RESPONSES RECEIVED DURING THE EVALUATION PROCESS WILL BE DOCUMENTED AND LISTED UNDER THE ORIGINATOR’S NAME/ENTITY NAME.  ALL DATA WILL BE RECORDED ACCORDING TO A NUMBER WE WILL ASSIGN TO ALL EVALUATIONS WE RECEIVE.  ONLY CUMULATIVE DATA WILL BE REPORTED IN THE JUNE 2010 ACT REPORT AND TO THE IRS.  We value your comments, but need to ensure that we retain the primary goal of the project, i.e.:

“To adapt the existing FSLG Compliance Check Form 4318 into a self-check form for public (state and local government) employers to access in order to enable them to verify their compliance with applicable federal laws and regulations.”

The final Compliance Verification Checklist and results of our evaluation will be reported in the June 2010 ACT Report, which will be available later that month on the IRS website at:  http://www.irs.gov/.

Further information about the ACT and the reason the FSLG Subcommittee has been working on this project over the past two years is explained below.  If you have questions or need further information about the Checklist, the ACT/FSLG Subcommittee’s evaluation process, or other information pertinent to this project, please email or call Maryann Motza, Project Leader, at:  MMotza@msn.com or (303) 318-8061.  Thank you, in advance, for your help.  

Current Versus Final Format After Pretesting Concludes
We recognize that the current draft Compliance Checklist format is not ideal, because of its length.  Unfortunately, we do not have the resources to create a “web-based form”, which will ensure the detailed explanatory information is available to people completing the form, but does not require space on the form itself.  This pretest version of the Compliance Checklist includes the detail explanatory information within the checklist itself, with each question.  The purpose of the information is to allow the person completing the form to “self-verify” whether or not the public employer has any compliance problems.  Due to the complexity of the laws associated with this area, a particular public employer cannot simply answer “Yes” (or “No”) to all of the questions and be assured that s/he is in compliance with the law.  Thus, we have included the explanatory notes in the body of the form (in italicized type).  
Once finalized, as part of the 2010 ACT report, it is recommended that the self-check form be formatted by the IRS Forms and Publications, or other appropriate division within the IRS, for on-line use by public employers and their legal and financial advisors.  The IRS should make it as easy as possible for public employers to use the self-check guide, by permitting public employers to save the form on-line and return to it later, to print it, to submit it electronically to the FSLG officials within the IRS, who can then work with the public employer to provide more detailed analyses of the results of the compliance self-check.
Form Being Pretested

Purpose of Compliance Verification Checklist
This Compliance Verification Checklist (also referred to as “checklist” or “self-check”) is designed to allow state and local government entities (also referred to in this form as “public employers”) to conduct a self-assessment of their level of compliance with certain federal tax laws, rules, and regulations.  At the beginning of each section, there is a brief description of the basic legal requirements that apply to public employers for that category of requirements.  Where necessary, due to the many nuances in the law that apply to some compliance subcategories, additional explanation of the requirements and resources are provided.
Public employers have unique legal requirements for compliance with the federal tax code (U.S. Internal Revenue Code (IRC)) and federal Social Security and Medicare coverage (U.S. Social Security Act).  Public employers must be aware of numerous differences from the private sector that apply to them and their workers (both employees and independent contractors), especially related to employment tax, FICA, Social Security (Old-Age, Survivor, Disability Insurance) coverage, Medicare (Health Insurance) coverage, and public retirement system obligations.
Common Errors

During past Compliance Checks and Examinations of public employers that the IRS office of Federal State and Local Governments (FSLG) has conducted, a number of common errors have been identified: 
· Amounts on Forms W-2, W-3, and 941 do not reconcile.

· Forms W-9 and W-4 are not being used or are not being updated when necessary.

· Public employers are unaware of the requirement to backup withhold if no Taxpayer Identification Number (TIN) is provided by a vendor prior to payment.

· Form 1099 problems:

· The forms were not prepared at all.

· The forms were prepared incorrectly, such as the amounts are in the wrong box, the names and TIN did not match, etc.

· The forms were prepared, but not submitted to the IRS.

· Employment tax return filing and deposit problems:

· Deposits were made, but no return was filed.

· Deposits were made to an incorrect period.

· Unaware of electronic filing requirement and unaware of FIRE system (Filing Information Returns Electronically).

· Elected officials are treated as independent contractors, rather than as employees.

· Failure to pay and withhold Medicare-only tax on rehired annuitants.
· Election officials and workers treated as independent contractors, rather than as employees.

Due to the complexity of the law, however, other errors can occur, especially for smaller public employers.  This Compliance Verification Checklist is designed to help public employers identify their issues and concerns and work with FSLG, Social Security Administration (SSA), and their State Social Security Administrator (depending on the issue) to correct the mistakes, so they become fully compliant with applicable federal laws and regulations.  The IRS/FSLG Compliance program consists of two basic types of cases. 

For Assistance While Completing the Form

General resources that cover all aspects of this Compliance Verification Checklist can be accessed at the following websites:

· Federal-State Reference Guide (Publication 963), http://www.irs.gov/pub/irs-pdf/p963.pdf
· Quick Reference Guide for Public Employers, http://www.irs.gov/pub/irs-tege/public_employers_outreach_guide.pdf
· IRS Federal, State and Local Governments Public Employer Tax Guide:  

http://www.irs.gov/pub/irs-tege/public_employers_outreach_guide.pdf


· Independent Contractor or Employee Brochure, http://www.irs.gov/pub/irs-pdf/p1779.pdf
· FSLG website, which can be accessed at:  http://www.irs.gov/govts. 

· Federal, State & Local Government (FSLG) Toolkit, http://www.irs.gov/govt/fslg/article/0,,id=158481,00.html
· Retirement Plans for Government Employers, [insert link after this document is posted on the Retirement Toolkit website]

· Governmental Plans Information (IRS Employee Plans), http://www.irs.gov/retirement/article/0,,id=181779,00.html
· Correcting Governmental Plan Errors, http://www.irs.gov/retirement/article/0,,id=96907,00.html
· U.S. Social Security Administration Information for Federal, State, and Local Government Employers and Employees Regarding Social Security Benefits Reductions, http://www.ssa.gov/gpo-wep/
· Employer’s Supplemental Tax Guide (Publication 15-A), http://www.irs.gov/pub/irs-pdf/p15a.pdf
· Employer’s Guide to Fringe Benefits (Publication 15-B), http://www.irs.gov/pub/irs-pdf/p15b.pdf

· Taxable Fringe Benefit Guide, http://www.irs.gov/pub/irs-tege/fringe_benefit_fslg.pdf

· IRS educational products for government employers:  http://www.irs.gov/govt/fslg/content/0,,id=117706,00.html

· General Social Security Administration (SSA) information is available on SSA’s homepage (www.ssa.gov ) and more specific information pertinent to government employers and employees is available at:  www.ssa.gov/slge.

Where to Go For Assistance and Further Information After Completing the Form

After completing the Compliance Verification Checklist, you are encouraged to contact your Federal, State & Local Government (FSLG)  Specialist at the Internal Revenue Service (IRS).  There is at least one FSLG Specialist assigned to every state. The FSLG Specialist can help you interpret the results of the self-check and ensure that you know what, if any, steps you need to take to be fully compliant with all applicable federal tax laws, rules, and regulations.  The primary objective of FSLG is to ensure compliance with federal employment tax laws by governmental entities through the use of review and examination activities as well as through educational programs. The names and contact information for FSLG staff are available at: http://www.irs.gov/govt/fslg/article/0,,id=96060,00.html.
The FSLG Specialist may recommend that you contact your State Social Security Administrator for clarifications and information about a Section 218 Agreement, how to obtain Medicare-only coverage for Medicare-exempt employees, or other similar information about which the State Administrator has responsibility and knowledge.  Each state’s laws are unique in how they enacted the voluntary Social Security (and, later, Medicare) coverage agreements for state and local government employees.  To learn more, you should contact the State Social Security Administrator for your state by going to:  http://www.ncsssa.org/statessadminmenu.html.

The FSLG Specialist may also suggest that you contact the U.S. Social Security Administration (SSA) for further information about coverage and benefits under Social Security and Medicare, how an employee’s or employee’s spouse’s Social Security benefits may be reduced (i.e., offset) by a public pension payment, and other issues that are unique to Social Security and Medicare benefits that are paid to government employees.  FSLG works with the SSA to educate government entities about Section 218 Social Security Agreements. These voluntary agreements provide Social Security and/or Medicare coverage for state and local employees.  While IRS is responsible for administering and enforcing the tax laws, SSA processes and interprets these agreements and related coverage issues. General SSA information is available at the Social Security Administration homepage (www.ssa.gov ) and more specific information pertinent to government employers and employees is available at:  www.ssa.gov/slge.

	Entity Identification and Contact Information

	Entity (Taxpayer’s) Name


	

	Entity’s Level and Type of Government

(check only one box, then select the type of government from the appropriate drop-down box)


	Federal
	State
	Local



	
	
	
	

	
	The final web-based form will have drop-down boxes for each of the above choices with options (e.g., Federal Department, State, county, municipality, etc.)

	Entity (Taxpayer’s) TIN (Tax Identification Number) 


	

	List any other TIN’s associated with the entity, including name that is listed for the TIN


	Alpha-numeric fields, below, in the final form will allow for multiple entries

	
	Legal Name
	Assigned TIN or EIN

	
	
	

	
	
	

	
	
	

	Office Location 

(Address – Line 1)
	Alpha-numeric field

	Office Location 

(Address – Line 2)
	Alpha-numeric field

	City, State, ZIP Code


	Insert drop-down box with options

	

	Name of Person Completing Questionnaire


	

	Title of Person Completing Questionnaire


	

	Telephone Number of Person Completing Questionnaire


	

	Fax Number of Person Completing Questionnaire


	

	Email of Person Completing Questionnaire


	

	

	Entity Contact Name (if different from Name of Person Completing Questionnaire)
	

	Title of Contact Name (if different from Name of Person Completing Questionnaire)
	

	Telephone Number of Contact Name (if different from Name of Person Completing Questionnaire
	

	Fax Number of Contact Name (if different from Name of Person Completing Questionnaire


	

	Email of Contact Name (if different from Name of Person Completing Questionnaire
	


Compliance Categories to be Reviewed in Completing this Checklist:
The remainder of this checklist consists of reviewing the following seven categories.  The purpose of reviewing these areas is to have the person completing the checklist to identify areas in which s/he can improve compliance levels with federal employment tax issues.
· Worker Classification:  Employee versus Independent Contractor.
· Social Security Coverage (Section 218 Agreement and Mandatory Social Security Coverage).
· Medicare Qualified Government Employees (MQGE) and Medicare Exempt Employees. 

· Retirement Plan Coverage as a Substitute for Social Security Coverage.
· Fringe Benefits.
· Other Tax Issues:  Information Reporting, Vendor Payments, Back-up Withholding, and Timely Filing of Returns.
· Social Security Benefits Offsets for Public Employees.
Remainder of Page Intentionally Left Blank

	Worker Classification:  Employee versus Independent Contractor



	In general, an employee is anyone who performs services subject to the will and control of the individual or entity paying for the services. Payments to employees for such services in the form of cash, property, services or other benefits are taxable wages, unless excluded by a specific provision of the law. Taxable wages are reported on Form W-2, Wage and Tax Statement. Forms W-2 and W-3 filing information is available on SSA’s website at:  http://www.socialsecurity.gov/employer/.

For a full discussion of how to determine who is an employee, see Publication 963 and Publication 15-A.  Additionally, Publication 1779 provides a good overview of this issue. 
Independent contractors include any person or business that performs services for you and is not subject to your will and control as an employee. Generally, any payment of $600 or more during a calendar year is reportable on Form 1099-MISC, Miscellaneous Income, by January 31 of the following year.  For more information on information reporting, see the Instructions for Form 1099-MISC.  
Note: Beginning in 2011, certain payments by governmental entities to vendors and independent contractors are subject to 3% withholding. For more information, see www.irs.gov/govt.



	Yes
	No
	N/A
	

	
	
	
	1. For those entities without a Section 218 Agreement or for classes of workers who are not covered by a Section 218 Agreement, have you reviewed the facts and circumstances and made a determination under the common-law criteria that all workers are properly classified and treated accordingly?

Notes:  
State and local government employees were excluded from Social Security coverage from 1935 (the date of the original Social Security Act) until 1950 because of unresolved legal questions regarding the federal government’s authority to tax state and local governments. Beginning in 1951, states were allowed to enter into voluntary agreements with the federal government to provide Social Security coverage to public employees. These arrangements are called “Section 218 Agreements” (also referred to as “voluntary coverage agreements”) because they are authorized by Section 218 of the Act.  In 1939, the Old-Age, Survivors, and Disability Income (OASDI) program was created, and the funding mechanism for the social security program was officially established in the Internal Revenue Code as the Federal Insurance Contributions Act (FICA). The IRS is responsible for the collection of this tax. See IRS Publication 963, Federal-State Reference Guide, http://www.irs.gov/pub/irs-pdf/p1779.pdf and IRS Publication 963, Chapter 1, Social Security and Government Employers, and Chapter 5, Social Security and Medicare Coverage, for further information about Section 218 Agreements.
(Explanation continued on next page)


	Yes
	No
	N/A
	

	
	
	
	There are three categories of factors (Behavioral, Financial and Relationship of the parties) that should be considered to determine whether the worker is an employee or independent contractor.  Tax and penalties may apply if you misclassify a worker.  See IRS Publication 1779, Independent Contractor or Employee, and IRS Publication 963, Federal-State Reference Guide, http://www.irs.gov/pub/irs-pdf/p1779.pdf and IRS Publication 963, Chapter 4, for information about worker classification.



	
	
	
	2. Do you have any workers for which you are uncertain as to the proper classification -- independent contractor versus employee?

Note:  You can submit an SS-8 form (Determination of Worker Status for Purposes of Federal Employment Taxes and Income Tax Withholding) to the IRS to obtain a determination about whether or not a particular worker is an independent contractor or employee of the governmental entity?


Note:  Form SS-8 is available at:  http://www.irs.gov/pub/irs-pdf/fss8.pdf.


Remainder of Page Intentionally Left Blank

	Social Security Coverage (Section 218 Agreement and Mandatory Social Security Coverage)

	Public employers need to be aware of the rules that govern FICA (Social Security and Medicare

 coverage for their employees. Public employees may be subject to Social Security tax,

either through mandatory withholding, or through the provisions of a Section 218 Agreement.

They may be exempt from Social Security if they are covered by a qualifying public retirement system (see the compliance category section of this checklist entitled “Retirement Plan Coverage as a Substitute for Social Security Coverage” for details). Several legal issues must be considered to determine the correct Social Security and Medicare status of a worker.  
If the position is covered, either by an Agreement or under mandatory coverage, your worker is subject to Social Security up to the wage base (SSA adjusts the wage base annually; for the current base, go to:  http://www.socialsecurity.gov/OACT/COLA/cbb.html )  and Medicare tax. There is no wage base limit for Medicare tax. The employer pays matching amounts of these taxes.
A Section 218 Agreement is made between the Social Security Administration and a State (prepared by the state’s Social Security Administrator)to provide coverage for a group of state or local government employees. A Section 218 Agreement covers positions, not individuals. Since April 20, 1983, any public employer who had previously entered into a Section 218 Agreement to cover their employees must continue to cover employees under the Agreement, regardless of whether or not another qualifying public retirement plan is made available.  Coverage under a Section 218 Agreement supersedes all other considerations.

If a public employer wants to make a change and provide both a qualifying Social Security replacement plan and full Social Security coverage for its employees, a referendum election must be conducted by the State Social Security Administrator (or by the Social Security Administration, if the entity is an interstate instrumentality).  An Interstate Instrumentality is an independent legal entity organized by two or more states to carry out one or more governmental functions. For purposes of a Section 218

Agreement, an interstate instrumentality has the status of a state.  See Publication 963, Chapter 5, for details about the referendum process.  

The referendum process can also be used to obtain Medicare-only coverage for Medicare exempt government employees (anyone hired prior to April 1, 1986, who has been in continuous employment with the same employer since that time).  See the compliance category section of this checklist entitled “Medicare Coverage and Medicare Exempt Government Employment” and Chapter 5 in Publication 963 for further information.  

Beginning July 2, 1991, if public employees are not covered for social security under a Section 218 Agreement and are not qualified participants in a public retirement system, they are mandatorily covered under social security. Mandatory social security coverage ceases if the employees subsequently become qualified participants in a public retirement system. 

In addition to the reference materials noted earlier in this checklist, the FSLG website includes information entitled, “What State or Local Government Employers Should Know About Social Security and Medicare Coverage”, which can assist employers in determining their Social Security and/or Medicare coverage and FICA requirements.  That site is available at: http://www.irs.gov/govt/fslg/article/0,,id=182888,00.html. 


	Yes
	No
	N/A
	

	
	
	
	1. Does the entity have a voluntary Social Security (full Social Security and Medicare) coverage agreement, often referred to as a Section 218 Agreement?  

	
	
	
	2. Are services performed by any of your employees mandatorily excluded from FICA (Social Security and Medicare) coverage?

Note:  Federal law requires the exclusion of the following services from voluntary (Section 218) coverage under the Social Security Act (Section 218(c)(6)): 

· Services performed by individuals hired to be relieved from unemployment. 

· Services performed in a hospital, home or other institution by a patient or inmate thereof as an employee of a state or local government. 

· Services performed by an employee hired on a temporary basis in case of fire, storm, snow, earthquake, flood or similar emergency. 
· Services performed by a nonresident alien temporarily residing in the U.S. holding an F-1, J-1, M-1 or Q-1 visa, when the services are performed to carry out the purpose for which the alien was admitted to the U.S. 
· Services in positions compensated solely by fees that are subject to SECA (Self-Employment Contributions Act), unless a Section 218 Agreement covers these services. 
· Services performed by a student enrolled and regularly attending classes at the school, college or university where they are working (to qualify, students must physically work on campus), unless a Section 218 Agreement covers student services. 
· Services performed by election officials or election workers paid less than the calendar year threshold amount mandated by law, unless a Section 218 Agreement covers election workers. 
· Services that would be excluded if performed for a private employer because it is not work defined as employment under Section 210(a) of the Social Security Act, unless a Section 218 Agreement covers certain agricultural services. 
See Chapter 5 of Publication 963, for details on what constitutes a mandatory exclusion under federal law.


	Yes
	No
	N/A
	

	
	
	
	3. If the entity does have a Section 218 Agreement, what classes of employees are included (or excluded) from the Agreement?

In the final form, an alpha-numeric field will allow for multiple entries


	
	
	
	4. If the entity has a Section 218 Agreement, have any Modifications to the Agreement been adopted?  



	
	
	
	A. If “yes”, list all Modification numbers, dates, and a description of what changes to the Section 218 Agreement were made by each Modification.
In the final form, an alpha-numeric field will allow for multiple entries


	
	
	
	5. Does the entity pay and withhold full FICA -- Social Security (Old-Age, Survivor, Disabilitiy Insurance) and Medicare (Health) Insurance – on all employees?


	
	
	
	A. If “yes”, is the entity paying full FICA based on a voluntary Section 218 Agreement?  (See Chapter 5 of Publication 963 for details).  



	
	
	
	6. If the entity has no Section 218 Agreement, does the entity pay full FICA based on mandatory Social Security provisions contained in Omnibus Budget Reconciliation Act (OBRA) 1990 (see Chapter 6 of Publication 963 for details).  



	
	
	
	7. Does the entity have any of the following categories of workers?


	
	
	
	A. Elected officials.  
Note:  A public official has authority to exercise the power of the government and does so as an agent and employee of the government. For this reason, the Supreme Court has held that public officials are employees. A public official performs a governmental duty exercised pursuant to a public law. A public office is a position created by law, holding a delegation of a portion of the sovereign powers of government to be exercised for the benefit of the public. Metcalf & Eddy v. Mitchell, 269 U.S. 514 (1926).

(Explanation continued on next page)


	Yes
	No
	N/A
	

	
	
	
	For the same reason, elected officials are subject to a degree of control that typically makes them employees under the common law. Elected officials are responsible to the public, which has the power not to reelect them. Elected officials may also be subject to recall by the public or a superior official. In any event, elected officials are employees for income tax withholding purposes under Internal Revenue Code section 3401(c).



	
	
	
	B. Appointed officials.

Note:  Very few appointed officials have sufficient independence such that they will not be considered common-law employees.


	
	
	
	C. Part-time positions.

Note:  After July 1, 1991, full-time, part-time, temporary and seasonal employees who are not participating in a qualifying retirement system made available through their employer MUST be covered by Social Security and Medicare. It is also possible for employees under a public retirement system to be covered for Social Security if a Section 218 Agreement covers them.



	
	
	
	D. Fee-based positions.

NOTE:  In general, if an individual performs services as an official of a governmental entity and the remuneration received is paid from governmental funds, the official is an employee and the wages are subject to Federal employment taxes. Examples of public officials include, but are not limited to, the President, a governor, mayor, county commissioner, judge, justice of the peace, sheriff, constable, registrar of deeds, building and plumbing inspectors, etc.  

An exception to this rule applies to a fee-based public official. A fee-based public official receives his/her remuneration in the form of fees directly from the public (e.g., a notary public) with whom he/she does business.  However, if the fee service is covered by a Section 218 agreement, the services is covered as Employment, as discussed in Publication 15, Employer’s Tax Guide (Circular E).



	
	
	
	E. Does the entity have volunteer firefighters?

Note:  Volunteer firefighters are considered employees and if they receive compensation, their remuneration is generally 
(Explanation continued on next page)



	Yes
	No
	N/A
	

	
	
	
	subject to all withholding taxes. Beginning in 2008, and through 2010, qualified emergency response organizations may exclude certain amounts from income, social security and Medicare wages amounts paid to any firefighter.  Additionally, if a firefighter’s payment is reimbursement for out-of-pocket expenses actually incurred in the course of work, and the payment is accounted for according to the requirements of IRS Regulations regarding accountable plans, then the payment could be excludable from the rest of the firefighter’s Form W-2. (See the section of the checklist entitled, “Fringe Benefits” for information about “accountable plans.”) See Publication 963 for more information on this issue.  See the IRS Quick Reference Guide for Public Employers, for more information.



	
	
	
	8. Does the entity have any of the following categories of workers?

	
	
	
	A. Agricultural labor (if their services would be excluded if performed for a private sector employer).  

Note:  Agricultural labor may continue to be excluded from Social Security and Medicare coverage even if they are not under a public retirement system.  However, these services may be covered by a 218 Agreement and, therefore, subject to FICA.



	
	
	
	B. Student services   
Note:  Students who are enrolled and regularly attending classes at the school where they are working are exempt from paying Social Security and Medicare taxes.  However, these services may be covered by a 218 Agreement and, therefore, subject to FICA.  Student services performed off campus are subject to FICA.
Medical residents are generally common-law employees of the hospitals for which they work, and therefore are subject to Social Security and Medicare taxes (unless they are excepted by a Section 218 Agreement). However, IRC 3121(b)(10) provides an exception for students employed by a school, college, or university (SCU) who are enrolled and regularly attending classes at the SCU. For more information, see Regulation 31.3121(b)(10)-2 and Revenue Procedure 2005-11 at:  http://www.irs.gov/irb/2005-02_IRB/ar16.html.
 
In order for medical residents to meet this exception, several conditions must be met.  For details, see Regulation 31.3121(b)(10)-2 and Revenue Procedure 2005-11: http://www.irs.gov/irb/2005-02_IRB/ar16.html.

(Explanation continued on next page)

	Yes
	No
	N/A
	

	
	
	
	Note:  Due to an 8th Circuit Court of Appeals decision in State of Minnesota v. Apfel, 151 F.3d 742 (8th Cir. 1998), public employers in the following states should contact their FSLG Specialist for additional information about FICA requirements applicable to their medical residents:  Arkansas, Iowa, Minnesota, Missouri, Nebraska, North Dakota, and South Dakota.


	
	
	
	C. Services performed by election officials or election workers if they are paid less than the current dollar threshold.  For the current threshold amount, go to: IRS Publication 963, Chapters 5 and 10.
Note:  If an election worker earns $1,500 or more in a calendar year (effective January 1, 2010), all the worker’s earnings, including the first $1,500 are subject to the FICA taxes. If it is anticipated that an election worker may earn $1,500 or more in a calendar year, a government employer may choose to begin withholding FICA taxes on the first dollar earned. If the worker then earns less than $1,500 in the calendar year, the worker would be entitled to a refund of the erroneously withheld FICA taxes. If the employer chooses not to begin withholding until after the worker earns $1,500, the employer would be liable for the total amount of FICA taxes due. The employer could recover the employee’s share of the FICA from the employee by withholding from future earnings or by other arrangements with the employee.

	
	
	
	D. Youth participants under the Workforce Investment Act (WIA) or American Recovery and Reinvestment Act (ARRA).

Note:  For work experience activities that are considered as an element of training available  to youth participants under the Workforce Investment Act (WIA) and/or the American Recovery and Reinvestment Act (ARRA), there should be no withholding and payment of federal, state, local taxes, including social security taxes.  The intent of such programs is not to benefit the employer, but rather provide the WIA eligible youth with the opportunities for career exploration and skill development. In these cases, the formal relationship is between the WIA program and the employer that volunteers to provide the site of the work experience activity for the WIA program.  (References: Workforce Investment Act, final rules, U.S. Department of Labor, Employment and Training Administration, 20CFR § 664.460 and § 664.470, http://www.doleta.gov/usworkforce/wia/policy.cfm -- Clarification from the U.S. Department of Labor, Employment and Training Administration on January 20, 2005, in response to an inquiry from the Virginia  Employment Commission).


	Medicare Qualified Government Employees (MQGE) and Medicare Exempt Employees 

	If a state or local government employee was hired after March 31, 1986, it is mandatory that both the worker and public employer pay Medicare tax. These employees are considered to be “Medicare Qualified Government Employees” (MQGE).  See Revenue Ruling 86-88 in the Appendix to Publication 963.

If the worker was hired prior to April 1, 1986, the employee is exempt from Medicare if he or she was a bona fide employee on that date and has been in continuous service since that time. Medicare coverage depends on whether the worker is currently covered by a public retirement system that meets Internal Revenue Service requirements. See the compliance category section of this checklist entitled “Retirement Plan Coverage as a Substitute for Social Security Coverage” and Chapter 5 of Publication 963 for details.  
The referendum process can also be used to obtain Medicare-only coverage for Medicare exempt government employees (anyone hired prior to April 1, 1986, who has been in continuous employment with the same employer since that time).  See the compliance category section of this checklist entitled “Social Security Coverage (Section 218 Agreement and Mandatory Social Security Coverage)” and Chapter 5 in Publication 963 for further information.  

All state and local government employees who are covered by a Section 218 Agreement must pay both Social Security and Medicare.



	Yes
	No
	N/A
	

	
	
	
	1. Does the entity have any employees for whom you ONLY PAY Medicare?



	
	
	
	A. If “yes”, are those employees also covered by a qualifying public retirement system plan (i.e., a substitute for Social Security coverage, based on OBRA 1990)?  See the compliance category section of this checklist entitled “Retirement Plan Coverage as a Substitute for Social Security Coverage” and Chapter 5, Publication 963, for details.


	
	
	
	B. If “yes”, are any of those employees covered by a Medicare-only Section 218 Agreement, because they were hired on or before April 1, 1986?  If “yes’, please list the position classifications or categories of such employees.


In the final form, an alpha-numeric field will allow for multiple entries



	
	
	
	2. Does the entity have any employees for whom it DOES NOT PAY Medicare?

(Subparts of question continue on the next page)

	Yes
	No
	N/A
	

	
	
	
	A. If “yes”, were those employees hired on or before April 1, 1986, and have been in continuous employment with the entity since that time?


	
	
	
	B. If “yes”, please specify for which classification(s) of employees you DO NOT pay Medicare and how many employees are in each classification.  See Chapter 1, Publication 963, for information about worker classification.
In the final form, an alpha-numeric field will allow for multiple entries 


	
	
	
	3. Does the entity have any employees who have retired and started receiving an annuity payment from their public retirement system and were then hired back?  If so, those employees are considered to be “rehired annuitants.”

Note:  A rehired annuitant is a retiree who is rehired by his or her employer or another employer that participates in the same retirement system as the former employer. A rehired annuitant is either drawing a retirement benefit from that retirement system, or has reached retirement age under the retirement system.



	
	
	
	A. If “yes” (the entity does have rehired annuitants), do you pay Social Security (the Old Age, Survivor, Disability portion) on those employees? 

Note:  Rehired annuitants are excluded from mandatory Social Security coverage. However, if an employee is rehired to perform services in a state or local government position that is covered for Social Security under a Section 218 Agreement, services in that position are covered for Social Security.  In addition, all retirees hired after March 31, 1986, are covered for Medicare.


	
	
	
	B. If “yes”, do you pay Medicare (the Health Insurance portion of FICA) on those employees and also withhold the required 1.45% from the employees’ pay?



	Retirement Plan Coverage as a Substitute for Social Security Coverage

	Effective July 2, 1991, Congress made Social Security coverage mandatory for state and local government employees who are neither covered by a Section 218 Agreement XE "Section 218 Agreement"  nor qualifying participants in a public retirement system. Under this provision, state or local governments can provide these mandatorily covered employees with membership in a public retirement system as an alternative to mandatory Social Security coverage. Employees may also be covered by both a public retirement system and Social Security under a Section 218 Agreement.

A governmental retirement plan must meet certain minimum benefit or contribution standards to qualify as a public retirement system, and thereby serve as a “replacement” plan exempting the participants from mandatory Social Security coverage.
For more information about public retirement systems (Social Security replacement plans), go to the Retirement Plans for Government Employers, [insert link after this document is posted on the Retirement Toolkit website] and Chapter 6 of the Federal-State Reference Guide, Publication 963.

The IRS has introduced a governmental plan web page as part of an initiative to better serve its customers in the governmental plan community. This web page offers guidance, tools, educational materials, news, and other resources that the IRS hopes will be of particular interest and assistance to section 401(a), 403(b), and 457 governmental plans in maintaining compliance with the applicable federal tax-qualification requirements. Please check back frequently for updates to this page: http://www.irs.gov/retirement/article/0,,id=181779,00.html.
The Employee Plans Compliance Resolution System (EPCRS) offers a comprehensive system of correction programs for sponsors of retirement plans that are intended to satisfy the requirements of sections 401(a), 403(a), 403(b), 408(k), or 408(p) of the Internal Revenue Code, but which have not met these requirements for a period of time. This system allows plan sponsors to correct these failures and thereby continue to provide their employees with retirement benefits on a tax-favored basis. The components of EPCRS are the Self-Correction Program (SCP), the Voluntary Correction Program (VCP), and the Audit Closing Agreement Program (Audit CAP).  457 Plans are not officially under this program yet; however, the IRS will accept submissions under the VCP program on a provisional basis outside of EPCRS based on the same criteria.

For more information concerning this correction program, see Correcting Plan Errors at:  http://www.irs.gov/retirement/article/0,,id=96907,00.html.

	Yes
	No
	N/A
	

	
	
	
	1. Does the entity have a public retirement system?

	
	
	
	Note:  A public retirement system is not required to be a qualified plan within the meaning of the Employees’ Retirement Income Security Act of 1974 (ERISA). The employee may be a member of any type of retirement system, including a nonqualified system (for example, a section 457(b) plan, discussed below), as long as the plan provides a minimum level of benefits, as specified by law, under that system. 

A public retirement system may take one of two forms: the defined benefit retirement system, which is based on a guaranteed minimum benefit, and the defined contribution retirement system, which is based on a minimum contribution relative to salary. 
(Explanation continued on next page)

	Yes
	No
	N/A
	

	
	
	
	In order for a defined benefit retirement system to be a qualified plan, benefits must be measured by and based on various factors such as years of service rendered by the employee, compensation earned by the employee and the age of the employee at retirement. The Service issued Revenue Procedure 91-40 to clarify the minimum retirement benefit tests, which must be met in the plan’s formula. This Revenue Procedure can be found in the Appendix of Publication 963, Federal-State Reference Guide. 


In order for a defined contribution retirement system to qualify, the worker must be covered in a plan in which at least 7.5% of his/her income is placed into a retirement plan. This contribution can be any combination of employer and employee contributions, but must total a minimum of 7.5% of his pay, and cannot include any credited interest in the calculation. The plan may include any plan described in section 401(a), an annuity plan or contract under section 403(b) or a plan described in section 457(b) or (f) of the Internal Revenue Code. 

Any person working for a public employer after July 1, 1991, who is not covered in a public retirement plan that meets the requirements discussed above or the defined benefit system safe harbor rules of Revenue Procedure 91-40, must be covered by Social Security and Medicare under the mandatory coverage provisions of Section 210 of the Social Security Act.



	
	
	
	2. Does the entity offer any of the following types of retirement plans?  (Check all that apply)


	
	
	
	A. Defined Benefit [IRC 414(j) & Rev. Proc. 91-40].


	
	
	
	B. Defined Contribution [IRC 401(a), 403(b), 457]


	
	
	
	C. Deferred Compensation [IRC 457(b)]


	
	
	
	D. SEP IRA (Form 5305A-SEP, Salary Reduction Simplified Employee Pension —Individual Retirement Accounts Contribution Agreement, under Internal Revenue Code Section 408(k)).


	
	
	
	E. Other (describe):



In the final form, an alpha-numeric field will allow for multiple entries



	Yes
	No
	N/A
	

	
	
	
	3. Is the retirement plan offered to all employees (i.e., universal availability)?



	
	
	
	4. Are all employees offered the right to make elective deferrals of wages?


	
	
	
	5. Are ALL employees covered under a retirement system, understanding that there may be a waiting period prior to participating?


	
	
	
	A. If “no”, what categories of employees are NOT covered?  (Specify all that apply)
Note:  Those not covered by a qualifying public retirement plan (i.e., retirement plan “ineligibles”) may be required to be covered by Social Security and Medicare under the mandatory Social Security provisions of OBRA 1990.  See Publication 963, Chapters 5 and 13, for details. 

In the final form, an alpha field will allow for multiple entries



	
	
	
	6. Has the entity received a Determination Letter [applies if the retirement plan is a qualified plan under IRC 401(a)] from the IRS?


	
	
	
	A. If “yes”, when was the latest Letter received?  



	Fringe Benefits

	Fringe benefits include any compensation other than wages. Examples of taxable fringe benefits are: 


A. Personal use of an employer’s cell phone, computer or vehicle.

B. Meals provided or reimbursed to an employee when they are not in overnight travel status.

C. Allowances for travel, vehicles or uniforms that do not meet the accountable plan rules.

The following taxes apply to taxable fringe benefits:  Social Security, Medicare and Income Tax Withholding.
(Continued on next page)
Some fringe benefits are excluded from income based on provisions of the Internal Revenue Code. See the Taxable Fringe Benefit Guide on the IRS web site for more information:  www.irs.gov/pub/irs-tege/fringe_bnft_flsg.pdf.  For a more detailed discussion of fringe benefits, see Publication 15-B, Employer’s Tax Guide to Fringe Benefits.

	Yes
	No
	N/A
	

	
	
	
	1. Are you aware that generally all fringe benefits (cash and non-cash) paid to employees are:

	
	
	
	A. Taxable unless exempt by law?
Note:  For a discussion of which fringe benefits are exempt, refer to Chapter 3 of Publication 963.

	
	
	
	B. Reported on Form W-2?


	
	
	
	C. Subject to all applicable Federal employment taxes, e.g., Federal income taxes, Social Security, and Medicare (FICA)?

Note:  Federal employment taxes also include the Federal Unemployment (FUTA) tax and self-employment tax, but public employers are not subject to those tax requirements.  A description of all employment taxes is available at: http://www.irs.gov/businesses/small/article/0,,id=172179,00.html.



	
	
	
	2. Does the entity have an “accountable plan” for reimbursement of expenses incurred by employees? 

Note:  In general, reimbursements or expenses paid by the employer on behalf of the employee are taxable unless they are for allowable excluded benefits or expenses, and the reimbursements are made under an accountable plan. For payments to be considered to be made under an accountable plan, the employee must:
 
(a) Incur the expenses in the performance of work; 

(b) Adequately account for the expenses within a reasonable period of time, and 

(c) Return any amounts in excess of expenses within a reasonable period of time. 

If the accountable plan rules are met, no tax reporting is necessary. If they are not met, the reimbursements or advances are included in wages, and the employee may deduct allowable business expenses on his or her Form 1040.



	Yes
	No
	N/A
	

	
	
	
	3. Does the entity allow the personal use of a government-owned vehicle?
Note:  Unless it is excludable because it is infrequent and of little value (a de minimis benefit), the personal use of a government-owned vehicle is a taxable fringe benefit. Personal use includes the value of commuting to and from work in a government-owned vehicle, even if the vehicle is taken home for the convenience of the employer. The value of the fringe benefit must be included in wages and is subject to income and employment taxes.
All of your employee's use of a qualified nonpersonal use vehicle qualifies as a working condition fringe. You can exclude the value of that use from employee income. A qualified nonpersonal use vehicle is any vehicle the employee is not likely to use more than minimally for personal purposes because of its design.  Examples include, but are not limited to:


· Clearly marked police, fire and public safety officer vehicles. 

· Unmarked vehicles used by law enforcement officers. The officer must be authorized to carry a firearm, execute search warrants and make arrests. 

· An ambulance or hearse used for its specific purpose. 



	
	
	
	4. Are taxable fringe benefits being reported as wages and taxes applied as required?  
Note:  You must report these wages on Form W-2 and Form 941.



	Other Tax Issues:  Information Reporting, Vendor Payments, Back-up Withholding, and Timely Filing of Returns


	INFORMATION REPORTING

Compensation to employees and the required withholding are reported on Form W-2 and on Form 941. The requirements and procedures for employee reporting are discussed in detail in Publication 15, Employer’s Tax Guide (http://www.irs.gov/pub/irs-pdf/p15.pdf ).  

A variety of information returns are required to report various other types of payments. Any entity, including a governmental organization, conducting a trade or business, is required to file information returns for certain payments. In most cases, these payments are reported on Form 1099-MISC, Miscellaneous Income.  

(Continued on next page)
The IRS Regulations state that every person engaged in a trade or business shall make an information return for each calendar year with respect to payments made by him to another person: salaries, wages, commissions for services rendered, interest, rents, royalties, annuities, pensions, and other gains, profits, and income aggregating $600 or more. The returns used for this purpose are the forms in the 1099 series. 

The return with respect to certain payments of compensation to an employee is made on Forms W-2 and W-3; never use Form 1099-MISC to report payments for services by an employee, except in certain isolated instances, such as when an employee has a separate proprietorship doing business with the employer in a field unrelated to his/her regular work for the employer..

NOTE: Certain payments and recipients are exempt from the requirements, including: 
· Payments to exempt organizations and governments 

· Generally, payments to corporations BUT not attorneys’ fees, medical and health care payments 

· Payments of rent to real estate agents 

See the General Instructions for Forms 1099, 1098, 3921, 3922, 5498, and W-2G http://www.irs.gov/pub/irs-pdf/i1099gi.pdf for details.



	Form 1096, Annual Summary and Transmittal of U.S. Information Returns is used to transmit paper Forms 1099, 1098, 5498, and W-2G to the Internal Revenue Service.  For details, see: 

http://www.irs.gov/pub/irs-pdf/f1096_08.pdf.  Do not use Form 1096 to transmit electronically. For electronic submissions, see Publication 1220, Specifications for Filing Forms 1098, 1099, 5498, and W-2G Electronically (http://www.irs.gov/pub/irs-pdf/p1220_07.pdf).  


	Yes
	No
	N/A
	

	
	
	
	1. Employment Tax Filings:



	
	
	
	A. Are all employment tax returns filed as required?  


	
	
	
	B. Are all employment tax returns filed by the date required?



	
	
	
	C. Are all employment tax returns that were filed complete and accurate?



	
	
	
	D. Do Forms W-3, W-2, and 941 reconcile for the most recent calendar year?



	
	
	
	E. Were taxable fringe benefits included on Forms W-2 for each applicable employee?



	
	
	
	F. Are vehicles provided to employees?



	
	
	
	G. Is lodging provided by the employer?



	
	
	
	H. Is tuition reimbursement provided by the employer?



	
	
	
	I. Was Tip Income, if any, properly recorded on Form 941?



	Other Tax Issues:  Information Reporting, Vendor Payments, Back-up Withholding, and Timely Filing of Returns

	Yes
	No
	N/A
	

	
	
	
	J. Does the entity provide for achievement awards or length of service awards?



	
	
	
	K. Does the entity provide Group Term Life Insurance?



	
	
	
	L. Does the entity provide for use of athletic or recreation facilities?



	
	
	
	M. Is any clothing provided by the employer?



	
	
	
	2. Independent Contractor Reporting:



	
	
	
	A. Does the entity make payments to independent contractors?



	
	
	
	B. Are forms W-9 on file for every vendor or independent contractor?



	
	
	
	C. Are all forms W-9 secured prior to initial payment?


Note:  You should obtain vendor information before any payments are made. Use Form W-9 (http://www.irs.gov/pub/irs-pdf/fw9.pdf ), Request for Taxpayer Identification Number and Certification, or a substitute, to collect the owner's name (if sole proprietor), legal business name, mailing address, taxpayer identification number.



	
	
	
	D. Are all forms W-9 properly completed?



	
	
	
	E. Did the entity withhold federal income tax on miscellaneous income under the backup withholding rules, if applicable?



	
	
	
	F. Are Forms 1099 filed for payments to all vendors and independent contractors for payments in excess of $600 per year?



	
	
	
	G. Does the entity file Forms 1099s for payments for services or combination of products and services?



	
	
	
	H. Does the entity file Form 1099s for payments to individuals, partnerships, and certain corporations?



	
	
	
	I. Does the entity file Form 1099s for payments to attorneys, even if incorporated?



	
	
	
	J. Does the entity file Form 1099s for certain medical and health care payments, even if incorporated?



	Other Tax Issues:  Information Reporting, Vendor Payments, Back-up Withholding, and Timely Filing of Returns

	Yes
	No
	N/A
	

	
	
	
	K. Did the organization receive CP2100 Notice (backup withholding) for prior years information returns that contained missing, incorrect, and /or currently not issued taxpayer identification numbers?



	
	
	
	L. Did the entity make payments of $10 or more for royalties?


	
	
	
	3. International Issues:



	
	
	
	A. Does the entity have control or signatory authority over any foreign bank accounts?



	
	
	
	B. Does the entity have employees working overseas?



	
	
	
	C. Does the entity conduct trade or business overseas?



	
	
	
	4. Policies:



	
	
	
	A. Does the entity have a cell phone policy?



	
	
	
	B. Does the entity have a travel reimbursement policy?



	
	
	
	C. Does the agency comply with the accountable plan rules?



	
	
	
	D. Do you offer reimbursement to your employees for taking educational classes?



	
	
	
	E. Does the entity have a spousal expense policy?



	
	
	
	5. Are you required to file any of the following federal tax returns?



	
	
	
	A. Form 941, Employers Quarterly Federal Tax Return



	
	
	
	B. Form 945, Annual Return of Withheld Federal Income Tax



	
	
	
	C. Form 990, Return of Exempt Organization



	
	
	
	D. Form 990T, Exempt Organization Business Income Tax Return 



	
	
	
	E. Form 720, Quarterly Excise Tax Return



	
	
	
	F. Form 1042, Annual Withholding Return for U.S. Source Income of Foreign Persons



	Other Tax Issues:  Information Reporting, Vendor Payments, Back-up Withholding, and Timely Filing of Returns

	Yes
	No
	N/A
	

	
	
	
	G. Form 1040-SS, U.S. Self-Employment Tax Return



	
	
	
	H. Form 1096, Annual Summary and Transmittal of U.S. Information Returns


	
	
	
	I. Form 1098E, Student Loan Interest Statement



	
	
	
	J. Form 1098T, Tuition Statement



	
	
	
	K. Form 1099 M,
Statement for Recipients of Miscellaneous Income


	
	
	
	L. Form 1099 R, Distributions From Pensions, Annuities, Retirement or Profit-Sharing Plans, IRAs, Insurance Contracts, etc. and IRA Contribution Information



	
	
	
	M. Form 8300, Cash payments over $10,000 received in trade or business



	
	
	
	N. Form W-2, Wage and Tax Statement



	
	
	
	O. Form W-3, Transmittal of Wage and Tax Statements



	
	
	
	6. Forms W-4, Employee's Withholding Allowance Certificate


	
	
	
	A. Are Forms W-4 on file for every employee?



	
	
	
	B. Are all Forms W-4 secured prior to initial payment?




	
	
	
	C. Are all Forms W-4 properly completed?



	
	
	
	D. Are new Forms W-4 secured each year on all individuals claiming to be exempt from income tax withholding?

	
	
	
	7. Forms W-5, Earned Income Credit Advance Payment Certificate


	
	
	
	8. Do you make any payments for which you knowingly do not have a correct Taxpayer Identification Number (TIN)?


Note:  Special requirements apply to backup withholding requirements for government entities.  When workers are 
(Explanation continued on next page)

	Other Tax Issues:  Information Reporting, Vendor Payments, Back-up Withholding, and Timely Filing of Returns

	Yes
	No
	N/A
	

	
	
	
	independent contractors, the governmental entity may have information-reporting and backup withholding responsibilities, but is not required to withhold and pay employment taxes on behalf of the worker. 

Government entities that make certain payments are required to withhold income tax of 28% from these payments if the payee is not exempt from backup withholding and fails to furnish correct taxpayer identification number (TIN). Backup withholding does not apply to wages or pension payments.

For further information about backup withholding, see Publication 963:  http://www.irs.gov/pub/irs-pdf/p963.pdf.  Also, a more detailed compliance checklist for IRS backup withholding requirements is available at: http://www.irs.gov/pub/irs-pdf/p15.pdf (IRS Publication 15).


	Social Security Benefits Offsets for Public Employees 

	Note:  The IRS has no jurisdiction over Social Security offset provisions discussed in this section.  This section is included in the Checklist to ensure public employers know those compliance requirements, even though they are not tax issues.  All questions related to this section of the Checklist should be addressed to the U.S. Social Security Administration. 

	Some Federal employees and employees of State or local government agencies may be eligible for pensions that are based on earnings not covered by Social Security. 

If you have employees who did not pay Social Security taxes on their government earnings and they are eligible for Social Security benefits, the formula used to figure the employee’s Social Security benefit amount may be modified, giving the employee a lower Social Security benefit.  Go to the Social Security Administration’s website for details:  http://www.ssa.gov/gpo-wep/.  There are two types of pension offsets:  Windfall Elimination Provision (WEP) and Government Pension Offset (GPO).

1. If an employee is eligible for Social Security benefits on his/her own record:  The Windfall Elimination Provision (WEP) fact sheet explains the formula Social Security may use to modify your benefit amount.  The WEP fact sheet is at:  http://www.ssa.gov/pubs/10045.html.

2. If an employee is eligible for Social Security benefits on his/her spouse's record:  The Government Pension Offset (GPO) fact sheet explains how an employee’s pension may affect his/her benefit on his/her spouse's record.   The GPO fact sheet is at:  http://www.ssa.gov/pubs/10007.html
Note: Some government pensions do not affect an employee’s benefit on his/her spouse's record.  For details, go to SSA’s website at:  http://www.ssa.gov/pubs/10007.html#when.

	Section 419(c) of Public Law 108-203, the Social Security Protection Act of 2004, requires State and local government employers to provide a statement to employees hired January 1, 2005, or later in a job not covered under Social Security.  The statement explains how a pension from that job could affect future Social Security benefits to which they may become entitled.  Form SSA-1945, Statement Concerning Your Employment in a Job Not Covered by Social Security, available on SSA’s website at:  http://www.socialsecurity.gov/form1945/SSA-1945.pdf, is the document that employers should use to meet the requirements of the law.

Employers must:

· Give the statement to the employee prior to the start of employment;

· Get the employee’s signature on the form; and

· Submit a copy of the signed form to the pension paying agency.

	Yes
	No
	N/A
	

	
	
	
	1. Are you aware that some Federal employees and employees of State or local governments who are eligible for pension that are based on earnings not covered by Social Security and who are eligible for Social Security benefits may have their Social Security benefits modified? 




	
	
	
	2. Are you aware that Federal law requires State and local government employers to provide a statement to employees hired on or after January 1, 2005, in a job not covered under Social Security?  



Thank you for completing the Compliance Verification Checklist.
� FSLG’s compliance program relies on two types of cases: compliance checks and examinations. 


There is no statutory or common law definition of the term “examination.”  However, an examination may be described as the systematic inspection of the books and records of a taxpayer for the purpose of making a determination of the correct tax liability. 


A compliance check is a contact with the customer that involves a review of filed information and tax returns of the entity.  It is a verification of recordkeeping and tax return and information return filing; it is not directly related to the determination of a tax liability.  It is not an examination or audit. 


A compliance check is different from an examination because:


Books and records are not inspected, and


There is no attempt to determine tax liability.


A compliance check is an alternative to an examination.  It is less burdensome to the taxpayer and can generally be accomplished in one or two contacts with the taxpayer.  It serves as an opportunity to educate the taxpayer and encourage compliance with regard to employment tax law and filing requirements. 
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