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The IRS has recently issued guidance on several social

security/medicare issues that apply to state and local governments.  These

issues are enumerated below.

*
Revenue Ruling 2003-46 has been published in the May 12 Internal

Revenue Bulletin (See page 878 in IRB 2003-19 on the IRS web site at

http://www.irs.gov/pub/irs-irbs/irb03-19.pdf.)  This ruling provides that

for the medicare-only continuing employment exception to apply to service

performed by an employee of a state, political subdivision, or

instrumentality thereof, such employee must be a member of a retirement

system pursuant to section 3121(b)(7)(F) of the Internal Revenue Code.

Revenue Rulings 86-88 and 88-36 are supplemented by this ruling.  You may

also view the ruling at http://benefitslink.com/IRS/revrul2003-46.shtml.

*
The IRS has issued a letter ruling concerning medicare coverage and

the continuing employment exception for teachers of a school district that

unified under state law.  The ruling also cites an existing medicare-only

Section 218 agreement entered into by the former district.  This ruling is

directed only to the taxpayer that requested it.  Section 6110(k)(3) of the

Internal Revenue Code provides that it may not be used or cited as

precedent.

The ruling may be viewed on the IRS web site at

http://www.irs.gov/pub/irs-wd/0318027.pdf.

*
Rev Ruling 2003-47 provides guidance on the tax treatment of several

aspects of a volunteer firefighters' service award program.  The ruling

addresses a length of service award plan described in section

457(e)(11)(A)(ii) of the Internal Revenue Code, when benefits under the plan

are included in gross income and when benefits paid under the plan are wages

for purposes of FICA taxes.  View the ruling at

http://www.irs.gov/pub/irs-drop/rr-03-47.pdf.

*
The IRS has issued Notice 2003-20 that provide withholding and

reporting requirements for deferred compensation plans that cover state and

local government employees.  The notice addresses income tax and FICA tax

withholding/reporting concerns.  The notice is available on the IRS web site

at http://www.irs.gov/pub/irs-drop/n-03-20.pdf.
