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Social Security Administration § 404.1237 

reports are based. These reviews are de-
signed: 

(a) To measure the effectiveness of 
the State’s systems for ensuring that 
all wages for those employees covered 
by its agreement are reported and So-
cial Security contributions on those 
wages are paid; 

(b) To detect any misunderstanding 
of coverage or reporting errors and to 
advise the State of the corrective ac-
tion it must take; and 

(c) To find ways to improve a State’s 
recordkeeping and reporting operations 
for the mutual benefit of the State and 
SSA. 

§ 404.1231 Scope of review. 

The onsite review focuses on four 
areas: 

(a) State’s controls and record-
keeping—to assess a State’s systems 
for assuring timely receipt, correct-
ness, and completeness of wage reports 
and contribution returns; 

(b) Instruction, education, and guid-
ance a State provides local reporting 
officials—to assess a State’s systems 
for assuring on a continuing basis that 
all reporting officials and their staffs 
have the necessary instructions, guide-
lines, and training to meet the State’s 
coverage, reporting and recordkeeping 
requirements; 

(c) Compliance by reporting offi-
cials—to assess a State’s systems for 
assuring that the reporting officials in 
the State have adequate recordkeeping 
procedures, are properly applying the 
appropriate provisions of the State’s 
agreement, and are complying with re-
porting requirements; and 

(d) Quality control with prompt cor-
rective action—to assess a State’s sys-
tems for assuring that its reports and 
those of its political subdivisions are 
correct, for identifying the causes and 
extent of any deficiencies, and for 
promptly correcting these deficiencies. 

§ 404.1232 Conduct of review. 

(a) Generally, SSA staff personnel 
conduct the onsite review. Occasion-
ally, members of the Office of the In-
spector General may conduct or par-
ticipate in the review. 

(b) The review is done when consid-
ered necessary by SSA or, if prac-

ticable, in response to a State’s spe-
cific request for a review. 

(c) All pertinent source records pre-
pared by the State or its political sub-
divisions are reviewed, on site, to 
verify the wage reports and contribu-
tion returns. We may review with the 
appropriate employees in a subdivision 
those source records and how the infor-
mation is gathered, processed, and 
maintained. We notify the State’s So-
cial Security Administrator when we 
plan to make the review and request 
her or him to make the necessary ar-
rangements. 

(d) The review is a cooperative effort 
between SSA and the States to im-
prove the methods for reporting and 
maintaining wage data to carry out the 
provisions of the agreement. 

[53 FR 32976, Aug. 29, 1988, as amended at 62 
FR 38451, July 18, 1997] 

§ 404.1234 Reports of review’s findings. 
We provide the State Social Security 

Administrator with reports of the re-
view’s findings. These reports may con-
tain coverage questions which need de-
velopment and resolution and report-
ing errors or omissions for the State to 
correct promptly. These reports may 
also recommend actions the State can 
take to improve its information gath-
ering, recordkeeping, and wage report-
ing systems, and those of its political 
subdivisions. 

HOW TO REPORT WAGES AND CONTRIBU-
TIONS—FOR WAGES PAID PRIOR TO 
1987 

§ 404.1237 Wage reports and contribu-
tion returns—general—for wages 
paid prior to 1987. 

(a) Wage reports. Each State shall re-
port each year the wages paid each cov-
ered employee during that year. With 
the wage report the State shall also 
identify, as prescribed by SSA, each po-
litical subdivision by its assigned iden-
tification number and, where appro-
priate, any coverage group or payroll 
record unit number assigned. 

(b) Wage reports of remuneration for 
agricultural labor. A State may exclude 
from its agreement any services of em-
ployees the remuneration for which is 
not wages under section 209(h)(2) of the 
Act. Section 209(h)(2) excludes as wages 
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the cash remuneration an employer 
pays employees for agricultural labor 
which is less than $150 in a calendar 
year, or, if the employee performs the 
agricultural labor for the employer on 
less than 20 days during a calendar 
year, the cash remuneration computed 
on a time basis. If a State does exclude 
the services and the individual meets 
the cash-pay or 20-day test described in 
§ 404.1056, the State shall identify on 
the wage report and on any adjustment 
report each individual performing agri-
cultural labor and the amount paid to 
her or him. 

(c) Contribution returns. The State 
shall forward the contribution return 
as set out in § 404.1249(b). It shall make 
contribution payments under § 404.1262. 

(Approved by the Office of Management and 
Budget under control number 0960–0425) 

[53 FR 32976, Aug. 29, 1988, as amended at 66 
FR 28836, May 25, 2001] 

§ 404.1239 Wage reports for employees 
performing services in more than 
one coverage group—for wages paid 
prior to 1987. 

(a) Employee of State in more than one 
coverage group. If a State employee is 
in more than one coverage group, the 
State shall report the employee’s total 
wages, up to the annual wage limita-
tions in § 404.1047, as though the wages 
were paid by only one of the coverage 
groups. 

(b) Employee of political subdivision in 
more than one coverage group. If an em-
ployee of a political subdivision is in 
more than one coverage group, the 
State shall report the employee’s total 
wages, up to the annual wage limita-
tions in § 404.1047, as though the wages 
were paid by only one of the coverage 
groups. 

(c) Employee of State and one or more 
political subdivisions. If an individual 
performs covered services as an em-
ployee of the State and an employee of 
one or more political subdivisions and 
the State agreement does not provide 
for limiting contributions under sec-
tion 218(e)(2) of the Act as it read prior 
to the enactment of Pub. L. 99–509, the 
State and each political subdivision 
shall report the amount of covered 
wages it paid the employee up to the 
annual wage limitations in § 404.1047. 

(d) Employee of more than one political 
subdivision. If an individual performs 
covered services as an employee of 
more than one political subdivision and 
the State agreement does not provide 
for limiting contributions under sec-
tion 218(e)(2) of the Act as it read prior 
to the enactment of Pub. L. 99–509, 
each political subdivision shall report 
the covered wages it paid the employee 
up to the annual wage limitations in 
§ 404.1047. 

(e) Employee performing covered serv-
ices for more than one political entity 
where section 218(e)(2) of the Act is appli-
cable. If an agreement provides for lim-
iting contributions under section 
218(e)(2) of the Act as it read prior to 
the enactment of Pub. L. 99–509, the re-
porting officials compute the total 
amount of wages paid the employee by 
two or more political subdivisions of a 
State, or a State and one or more of its 
political subdivisions, which were sub-
ject to section 218(e)(2) of the Act. The 
State reports the amount of wages paid 
up to the annual wage limitations in 
§ 404.1047. The employee is treated as 
having only one employer. If the em-
ployee also had wages not subject to 
section 218(e)(2) of the Act, the State 
shall report those wages separately. 

(Approved by the Office of Management and 
Budget under control number 0960–0425) 

[53 FR 32976, Aug. 29, 1988, as amended at 66 
FR 28836, May 25, 2001] 

§ 404.1242 Back pay. 

(a) Back pay defined. Back pay is pay 
received in one period of time which 
would have been paid in a prior period 
of time except for a wrongful or im-
proper action taken by an employer. It 
includes pay made under Federal or 
State laws intended to create an em-
ployment relationship (including situa-
tions where there is unlawful refusal to 
hire) or to protect an employee’s right 
to wages. 

(b) Back pay under a statute. Back pay 
under a statute is a payment by an em-
ployer following an award, determina-
tion or agreement approved or sanc-
tioned by a court or administrative 
agency responsible for enforcing a Fed-
eral or State statute protecting an em-
ployee’s right to employment or wages. 
Examples of these statutes are: 
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