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STAFF DATA AND MATERIALS ON STATE SOCIAL
SECURITY DEPOSITS

A. General Background .

The existing situation.—Prior to the 1950 Social Security Amend-
ments, employees of State and local government entities were neither
required nor permitted to participate in the social security program
on the basis of their governmental employment. The 1950 amend-
ments extended coverage to State and local employees not covered
by a retirement system and subsequent legislation provided for
aoﬁmammm of employees who were under a State or local retirement
system.

For private sector employees, coverage under social security is
based on & mandatory payroll tax. Because of the constitutional
questions raised by the imposition of a Federal payroll tax on State
and local mcdﬁﬁgmﬁm and their employees, coverage was extended to
State and local employees on a different basis. Each State enters into
voluntary agreements with the Federal Government which provide
for the coverage of groups of State or local employees. These agree-
ments are m some cases quite complex because of the varieties of
jurisdictions involved and differences in the -extent and nature of
retirement plan oogﬂ..mmm. In general, however, once agreement is
reached to provide social security protection for & certain class of em-
wHommmm (called a “coverage group”) all employees in that class must

e included and the State 1s responsible for paying to the Federal
Government social security “contributions” which are identical to
the social security taxes which would be payable for similar employ-
ment in the private sector.

All agreements for coverage of State and local government em-
mHowmmm are entered into between the Federal Government and the

tates. Liability for the collection and payment into the Treasury of
contributions for local government employees rests with each State.
Thus, payments from local entities are made by the locality to the
State which, in turn, is responsible for assuring the correctness of
those payments and depositing them into the Treasury.

. Since the payments due to the Treasury are not technically con-
sidered to be taxes, the rules governing the frequency of deposit
and related reporting requirements are not those established by the
Internal Revenue Service for private employers but are those pro-

Welfare, However, the law governing social security coverage of State
and local employees states: “Regulations of the Secretary of Health,
Education, and Welfare to carry out the purposes of this section shall
be designed to make the Hmawcﬁmmpmbnm imposed on States pursuant to
this section the same, so far as practicable, as those imposed on
employers pursuant to this title and chapter 21 and subtitle F of the
Internal Revenue Code.of 1954.” :

L&)

Esumﬁma in regulations of the Secretary of Health, Education, and -
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Until recently, the Department did not find it practicable to require
States to deposit social security contributions into the Treasury on the
same schedule as is required of private sector employers by HHWm. The
HEW regulations QEM\F have been in effect since 1959 require States
to deposit social security contributions due from them no later than 1
month and 15 days after the end of the calendar quarter in which
the wages were paid. Thus if a State or local government has pay
days on the 15th of each month, the social security contributions for
the wages paid on January 15, February 15, and March 15 would have
to be deposited by the State into the Treasury by May 15.

For private employers, IRS regulations generally require much
more frequent deposits. Under rules which have been in effect since
1971, employers with a combined liability for withheld income taxes
and social security taxes in excess of $2,000 are required to deposit
those taxes within 3 banking days after the week in which the liability
reached the $2,000 level. Employers with smaller liabilities are re-
quired to make a deposit within 15 days after the end of any month in
which their liability has reached $200. Employers with less than $200
liability are required to make deposits on a quarterly basis.

HEW’s development of the regulation change.—HEW informed the
States in 1974 that consideration was being given to accelerating the
depository schedule. The States strenuously opposed any change. As
a result, the Subcommittee on Social Security of the House Ways and
Means Committee in 1975 held a meeting mcluding representatives
of the National Conference of State Social Security Administrators
and the Social Security Administration to discuss the reasons for the
States’ opposition. The State representatives registered concern about
the administrative problems and costs they would encounter in
receiving, accounting for, and transmitting payments from the political
subdivisions more frequently, and the loss of interest earnings. The
subcommittee suggested development of a questionnaire to elicit more
specific data as to these concerns. :

At about the same time, the Committee on Finance reported legis-
lation designed to assure adequate consideration of any change in
the deposit requirements. This legislation (enacted as Public Law
84-202) requires that at least 18 months must elapse between the
publication of regulations requiring such a change and the effective
cdlate of the change. The reasons for this legislation are explained as
moznv:,.m in the Finance Committee report on that bill (S. Rept. 94—
550) : ¢ :

“The committee is advised that the Social Security Administration
and the State social security administrators are jointly undertaking a
study designed to develop more adequate information as to the actual
implications of a change In existing deposit procedures. To assure that
this information will be available before any change is made and to
assure that no change in deposit procedures will be abruptly instituted,
the committee bill would prohibit the Department of Health, Educa-
tion, and Welfare from making any significant changes in the deposit
requirements without allowing lead time of at least 18 months from
the time of publication in the Federal Register of the final regulations
making such a change, . . . n
' “The committee believes that this.amendment will permit the De-
partment to develop whatever proposal with respect to the deposit of
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State and local contributions it may feel is justified on the basis of in-
formation obtained from the cuwrrent study while at the same time
assuring that Congress will have adequate notice of any such proposed
change and will be able to enact further legislation as may appear
appropriate.”

In March 1978, HEW published & notice of proposed rulemaking
which would have required deposits 15 days after every month,
Several options for phasing in the change were proposed. The Social
Security Administration received over 3,000 comments o@w%mwbm any
change in response to the notice of proposed rulemaking. hey were
primarily from State and local government officials, governmental
. organizations, and included about 200 Members of Congress.
 New regulations—On November 20, 1978, the Department of
Health, Education, and Welfare published final regulations to be-
come effective July 1, 1980 which will require more frequent deposits
by the States.

The new regulations will require States’ deposits 15 days after the
end of each of the first 2 months of the calendar quarter and 1 month
and 15 days after the end of the quarter, as follows:

Due date ; For
o TEY o e e e R e I December and January.’
Mistehlifer or o 0o S = a0 S T e February,
M e S T AT R T e March and April.
JUeE i T e e e TR R T R T e May.
i STRIGERTIE ST B e N e June and July,
BemtememalE s o T A Lk August.
NoVEEE LB oo e September and October.
e R B 1 B L ML LR e November,

(The present due date for interstate instrumentality deposits is 1
month after the end of each calendar quarter. The new rule will
require deposits from interstate instrumentalities 15 days after the
first and second months of each calendar quarter and 1 month after
the end of the quarter.)

Proposed modification in private employer deposit schedule.—The pro-
posed changes in the schedule for deposit of State and local contribu-
tions have, as described above, been under consideration for several
years. More recently, the Administration has decided also to seek
changes in the deposit schedules applicable to private employers.

The President’s budget for mmo% year 1980 proposes to revise the
rules for private employer deposits of social security taxes. The present
rules have been in effect since 1971. Under the proposal, which would
be phased in in 1981 and 1982, employers with aggregate liabilities for
payroll taxes and withheld income taxes of less than $1,000 in a quarter
will be allowed to make their deposits on a quarterly basis. Under
present rules, only employers with liabilities under $200 are allowed to
make deposits quarterly. Medium size employers who must deposit
monthly will be defined as those with liabilities of $1,000 to $13,000
(as compared with $200 to $2,000 under present rules). Also, the due
date for those monthly deposits will be advanced from the 15th of
the following month to the 7th of the following month. Large employers
will be defined as those with more than $13,000 in liabilit (compared
with $2,000 under present rules). Under present rules, employers whose
liabilities reach this limit by any one of four specified dates during the
month (the 7th, 15th, 22d, and last day of the month) must deposit

ﬁ y

their taxes within 3 banking days thereafter, Under the changed rules,
there will be 8 rather than 4 days each month to which the require-
ment applies. Also, for both medium and large employers, present
rules consider the deadline met if at least 90 percent o»% the liability
is deposited. The new rules will increase this requirement to 95 percent.

Budgetary implications.—The new deposit schedule roquired by the
November 20 regulations will result in an estimated mo.w.%:wob. per year:
In Increased interest earnings for the trust funds, For fiscal year 1980,
however, the ‘U..r&mmﬂ impact is much larger than this because of the
one-time impact of the new schedule. dbmﬁ. that schedule, State and
local contributions for July and August 1980 will be deposited into the
Hﬂmpm:&..E fiscal year 1980. Under the old schedule, deposits for those
2 months were not due until November 15—which falls in fiscal
1981. The net result is a one-time increase in Federgl revenues of $2.2
billion. This amount is assumed in the President’s fiscal 1980 budget.
The changeover to the new system will similarly require States to face
a one-time situation in which 14 months of payments must be made
In the first 12-month period. The extent to which this will create-
budgetary roblems for States varies according to accounting pro-
cedures and budgeting bases. (See item A.8. in the survey summary
in section C of this document.) :

Because of a later implementation date, the proposed changes in
the de 0sit schedule for w&qﬁ_m employers do not affect fiscal year
1980. These changes are, however, estimated to increase revenues by
$2.4 billion in 1981 and $1.5 billion in 1982. The impact of the new
deposit schedules for private employers and for the States when com-
bined with related changes in such aress as the payment schedules
for corporate Income taxes and estimated individual income taxes
amounts to an increase in Federal receipts of $5.8 billion in fiscal 1981
and $6.2 billion in fiscal 1982, .



J. B, Text of New Regulations
(The Federal Register for November 20, 1978 (43 FR 54083) con-

tains the final regulations implementing a new deposit schedule for
State social security contributions. The text of the regulations, as

they appear in the Federal Register of that date, is printed below.)

1. Section 404.1223 is amended to read as follows:
§404.1223 Manner of payment of contributions by States. -

The State shall deposit in the appropriate Federal Reserve Bank
any contributions it is required to pay to the Secretary of the Treasury
by an agreement made under the Act. The State shall pay the con-
tributions in money to the Federal Reserve Bank, or any of its
branches, serving the district in which the State is located, without
notice, within the prescribed time periods, see §§ 404.1255 and
404.1255a.

9. Section 4041255 is amended to read as follows:

§404.1255 Place and time for filing contribution returns, and
wage reports and making deposits of contributions—for cal-
endar quarters prior to July 1, 1980. .

(a) Deposits. Contribution payments for wages paid in a calendar
quarter mﬂpﬂ be made in the manner prescribed in § 404.1223. Except
as provided in paragraph (c)(2) of this section, contribution payments
for a calendar quarter are due and payable on or before the 15th day
of the second month of the next calendar quarter. However, for an
instrumentality of two or more States, the contribution payments for
a calendar quarter are due and payable on or before the last day of the
first month of the next calendar quarter. The Secretary may, for good
cause shown, and upon m‘wwﬁomag by a State, or an instrumentality
of two or more States, allow further time for the payment of contri-
butions without interest.

(b) Failure to make deposits when due. For the interest assessable for’
failure to make contributions within the prescribed time see § 404.1225.

(¢) Contribution returns and wage reports. &

(1) Where to be filed. All contribution returns, wage reports, and
adjustment reports shall be filed with SSA. : RN

~ (2) When to be filed. The State shall file the contribution return and

the wage report for any calendar quarter on or before the 15th day of

the second month of the next calendar quarter, An instrumentallity of
two or more States shall file the contribution return and the wage
report for any calendar %spﬁma on or before the last day of the first
month of the next calendar quarter. In addition there are the follow-
mmbm_ exceptions both for States and instrumentalities of two or more

tates. o 2

" (i) For periods before the date of execution of agreement or modifica-
tion. If an agreement or modification waoimmm. for the coverage of
employees for periods before the date of execution of the agreement

(63
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or modification, any contributions for those periods shall be paic
and contribution returns or wage Bw.cgm for those periods shall b
filed within 90 days after the date of execution of the agreement o
modification; . : =

(1) For initial periods after date of exzecution of agreement. If an agree
ment or modification provides for the coverage of employees for th
calendar quarter in which the Secretary signs the agreement, or an;
of the following four calendar quarters, the State shall pay any con
tributions due and file the contribution return and wage report fo
each of those calendar quarters on or before the last day of the secon
month of the nextcalendar quarter. However, if paragraph (c)(2)(
permits additional time, that paragraph applies. \

(3) Good cause. If good cause is shown, the Secretary may allow
State, or an instrumentality of two or more States, additional tims
to file a contribution return and wage report. (Interest will be as
sessed for failure to pay contributions within the prescribed tim
period. See § 404.1225.)

(4) Consolidated report incomplete. If the responsible State officia
has not received a wage report for the State or any of its politica
subdivisions in time to file a consolidated wage report by the due date
the State official shall indicate on the recapitulation report each politi
«cal subdivision, ooamwm%m group or payroll unit which has not sub
mitted a épw«m report. Upon receipt of the delinquent wage report, the
State official shall send it to the SSA and shall deposit in the Federa
Reserve Bank, or one of its branches, any contributions payable on th
additional wages reported. Interest will be assessed on those delin
quencies (see § 404.1226).

(6) Due date is @ Federal nonworkday. If the last day for paying
contributions or filing any wage reports or contribution returns falls
on & Federal nonworkday, the contributions may be paid and the
contribution return or wage report filed on the next business day:.

(6) Mailed reports and deposits. If mailed, the contribution returr
or wage report shall be posted in time to reach the SSA under ordinary
handling of the mails by the due date. If the deposit is mailed, it
shall be posted in time to reach the appropriate Federal Reserve Bank
under ordinary handling of the mails by the due date.

3. New §404.1255a is added to read as follows:

§404.1255a Place and time for filing contribution returns, anc

wage  reports, and making deposits of contributions—fo1
. months on orafter July 1, 1980, : # g o
 (a) Deposits, Contribution payments for wages paid in & month
shall be made in the manner prescribed in § 404.1223. Except as pro-
vided in paragraph (c)(2) of this section, contribution payments are
due and wﬁﬁw? as follows: o .

(1) For each of the first 2 months in a calendar quarter the payments
are due on or before the 15th day of the following month, and

(2) For the third month in the calendar quarter, the payments are
due on or before the 15th day of the second month of the next quarter,
except that for an instrumentality of two or more States, contribution
meﬂnmuﬁm for the third month in the calendar quarter are due on o1

efore the last day of the following month. :

However, the Secretary may for good cause shown, and upon .pwﬁ.w.
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cation by a State or an instrumentality of two or more States, allow
further time for the payment of contributions.

(b) Fawlure to make deposits when due. For the interest assessable for
failure tomake contributions within the prescribed time see § 404.1225.

(¢) Contribution returns and wage reports.

(1) Where to be filed. All contribution returns, wage reports, and

“adjustment reports shall be filed with the SSA.

(2) When to be filed. The State shall file the contribution return and
the wage report for any calendar quarter on or before the 15th day
of the second month of the next calendar quarter. An instrumentality
of two or more States shall file the contribution return and the wage
report for any calendar quarter on or before the last day of the first
month of the next calendar quarter. In addition, there are the follow-
_.mum exceptions both for States and instrumentalities of two or more

tates.

(1) For periods before the date of execution of agreement or modification.
If an agreement or modification provides for the coverage of employees
for periods before the date of execution of the agreement or modi-
fication, any contributions for those periods shall be paid and contri-
bution returns or wage reports for those periods shall be filed within 90
days after the date of execution of the agreement or modification;

(1) For initial periods after date of execution of agreement. If an
agreement or Bommmopaou provides for the coverage of employees
for the calendar quarter in which the Secretary signs the agreement,
or any of the following four calendar quarters, ﬂﬂw State shall pay
any contributions due and file the contribution return and wage report
for each of those calendar quarters on or before the last day of the
second month of the next calendar quarter. However, if paragraph
()(2)(1) permits additional time, that paragraph applies.

(3) Good cause. If good cause is shown, the Secretary may allow a
State, or an instrumentality of two or more States, additional time to
file a contribution return and wage report. (Interest will be assessed
for failure to pay contributions within the prescribed time period,
See § 404.1225.) ;

(4) Consolidated report incomplete. If the responsible State official
has not received a wage report for the State or any of its political
subdivisions in time to file a consolidated wage report by the due
date, the State official shall indicate on the recapitulation report
each political subdivision, coverage group or payroll unit which has
not submitted a wage report. Upon_receipt of the delinquent wage
report, the State official shall send it to the SSA and shall deposit
in the Federal Reserve Bank, or one of its branches, any contributions
payable on the additional wages reported. Interest will be assessed
on those delinquencies (see §404.1226). :

(5) Due date is a Federal nonworkday. TIf the last day for paying
contributions or filing any wage reports or contribution returns falls
on a Federal nonworkday, the contributions may be paid and the
contribution return or wage report filed on the next business day.

(6) Mailed reports and deposits. 1f mailed, the contribution return
or wage report shall be posted in time to reach the SSA under ordinar
handling of the mails by the due date. If the deposit is mailed, it mvmm
be posted in time to reach the appropriate Federal Reserve Bank
:E_WH. ordinary handling of the mails by the due date. £y
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C. Results of Social Security Survey of States
(Legislation recommended by the Finance Committee in 1975

(Public Law 94-202) effectively postponed then pending plans to

require more frequent State deposits in order to assure adequate

time to review proposals and in order to permit the results of

survey of the States on this issue to be collected and analyzed. The

H.amcﬁm&»?mmtwdmunmmpu&uﬁav%%mmo&& mmoci&.baﬁuwpwm-
tration, are printed below.) .

I. Backarouxnp

)

Under the terms of the social security coverage agreements entered
into between the individual States and the Secretary of Health,
Education, and Welfare pursuant to section 218 of the Social Security
Act, the State assumes full responsibility for all aspects of the cov-
erage, including filing wage reports and paying contributions for
all covered State and local government employees. The reporting and
payment regulations are in part based upon the statutory requirement
(section 218(i)) which stipulates that the requirements for this
program shall be the same, so far as practicable, as those imposed on
employers under the Internal Revenue Code. At the present time the
requirements imposed on the States are substantially less restrictive
than those applicable to private employers.

As a result of the Social Security Administration’s reevaluation of
its regulatory requirements for payment of contributions and the
concern and opposition of the States to an accelerated depository
schedule, the Subcommittee on Social Security of the House Ways and
Means Committee requested that factual data be obtained from the
States to identify specific problems. The questionnaire for this
mE.vomm was demﬂowmm by SSA and the National Conference of State

ocial Security Administrators. It was designed to secure 1974 data
as the most recent available and to assume for purposes of computa-
tion and analysis, the establishment of a monthly depository procedure.

II. Score or REPORT

This report summarizes the data received from the States which
responded by May 1, 1976." It does not attempt to evaluate facts
or draw conclusions. Where the response to a particular item is

unclear or raises some question as to the meaning, SSA comments
are shown as footnotes.

III. SUMMARY OF SIGNIFICANT InFoRMATION

. The most significant data about the financial, legal and administra-
tive implications of change is summarized below. A complete summary
of all of the questionnaire responses is attached as an appendix.

_Ec:.mmou&awsﬁmmmmﬂaramuohﬁmﬂgwﬁE%nm?ﬁaﬁ&?mawE_on_m Island, South Carolina,
Virginia, %mﬁ_ Virginia, Wyoming, as well as Puerto Rico, [8tafl nole: S8A has not received any additional
responses since that date.]

-~
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H.Eﬁ%;mmébmﬁ.ﬁomwmogom?ﬁ?mwgomwdmﬁmunwﬁmmamg
contributions prior to the mﬂmmma& due date from which they derived
combined interest earnings in excess of $45 million in calendar yea
1974 or fiscal 1975. : : -

Twenty States estimated combined earnings of over $23 million
from political subdivision investments of contributions.

In 17 States some or all contributions were paid to the State more
than once each quarter. . .

Twenty-two States applied most or all interest earnings to general
revenues. Twelve States applied part of the earnings to the adminis-
trative costs incurred by the State social security agency. Four States
applied some or all earnings to another employee benefit plan. Eight
States did not indicate how all interest earnings were used.

For States investing, the estimates of interest earnings losses to the
State under a monthly depository procedure ranged from $54,000
to over $3.6 million. Estimated present administrative costs for the
State social security agencies ranged from none to over $380,000.
Estimates of added administrative costs for the State ranged from
none to over $104,000. : 7!

For the year of implementation a change to a monthly payment
schedule would require payment of contributions for 14 months.
Securing these additional funds was cited as a major problem by a
number of States.

Five States reported that State law amendments would be needed
to implement a monthly depository procedure,’ and four others
indicated the possible need for such amendments. 1

Many States indicated documentation is required by mEEo%Em
entities and the State to support the precise amount of employer
liability before contribution payments can be authorized or received.
The wage report frequently serves this purpose. The extent to which
other documentation could serve this purpose was inconclusive.

Many States provided detailed explanations of their concerns as
well as other implications they foresee. Some of the other implications
are summarized in of the appendix. :

1 In some {nstances, it was not apparent from an examination of the statutes cited why change would b«
needed.
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TaBLE oF CONTENTS

A. Financial implications:

T,

B. romm_.m
1

2,

4.
5.

(=]

Total contributions (employer-employee) paid in calendar year 1974,

Use of contributions—State.

Use of contributions—Political subdivisions,

Estimated interest earnings losses to States if States were to adopt a
monthly deposit procedure, :

Estimated interest earnings losses to political subdivisions if States
were to adopt a monthly deposit procedure.

Administrative costs of State social security agencies.

Estimated added administrative costs with a moathly deposit procedure.

Budgetary impact in year of implementation.

nd administrative implications:

States indicating enactment of State legislation would be required to
implement a more frequent depository procedure.

Documentation required to support payment of contributions,

Dates payments are due in State social security agencies from other
State agencies and political subdivisions..

Frequency of wage payments. :

Administrative changes the States believe are needed to implement a
monthly deposit procedure.

C, Other items covered in the questionnaire:

1.
2.

]

o
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.

States’ opinions as to whether termination of coverage might be
stimulated. :

Pertinent comments of States in connection with the execution of the
original coverage agreements.

Additional objections advanced by the States.

Legal authority of State to advance payment for contributions for
m%ﬁop_ subdivisions which fail to submit timely payments to the
State,

Whether contributions are mixed with other States funds and invested.

Legal authority with respect to investment or noninvesiment of
contributions.

Problems in receiving Federal grants which affect timely payment of
contributions by political subdivisions.

(11)
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A. Financial implications: ;
1. Total contributions ﬁmE%Ho%mToSv_OWmou paid in
calendar year 1974 for State employees!. . __.._.
Total contributions paid in 1974 for included
political subdivision employees. . _..__._ S
* In 8 States, the State paid from State funds
the employers’ shares of contributions for
some political subdivision employees, pri-
marily teachers. In 1 additional State, Florida
the State pays the employers’ shares for all
_ political subdivisions in the State, -
2. Use of contributions—State:

(a) Number of States reporting State invest-

Bmuﬁmomm&m&mm:&oewobsn&mﬁd&ﬁﬂon
contributions_ .. C oL ... e S e
Massachusetts, Nevada, North
Dakota, Ohio stated no investments.
Only 3 States reported that at least
. some investments were only of em-

- ployees” shares. = § s
{b) Total estimated interest earnings reported..
(c) Range of interest earnings ($70,000 to over

$6,000,000) : 4 o
Over $5,000,000 (New Jersey) - - - -2_ -
§1,000,000 to 85,000,000 California,
‘Florida, Georgia, Indiana, Ilowa,
Kansas, Mississippi, Maryland,
Missouri, Nebraska, New  York;
North Carolina, Oregon, Tennessée,
Texas, Wisconsin) .- . __.. Sy RO
$500,000 to $1,000,0600 (Connecticut,
- Illinois, '~ Minnesota, = Montana,
New Mexico, Oklahoma, Wash-
1107 r0] o) CORRECSRI RSO | W S P
$100,000 to  $500,000 - (Alabama,
Alaska, Arkansas, Arizona, Colo-
tado, Delaware, Louisiana, New
Hampshire, South - Dakota, Ver-
Bou%.-.i‘l,::::. ...........
- Less than %100,000 (Maine, Utah,
" Virgin Islands) ... .. Bl o i e g

(d) Use of interest earnings: e

; Goes into Staté “general funds

. (Alaska, - Arkansas ‘California,:

s Delaware, Illinois, &u&mbm, Towa,
Kansas, Louisiana, Minnesots,
Missouri, Nebraska, New  Jersey,
New Mexico, North Carolina,
Oklahoma, South Dakota, Ten-
nessee, Texas, Vermont, &.E_Ebm-
ton, Virgin Islands). ._____________

Other uses (Colorado, Florida, Mary-
- land, Mississippi, Montana, New
" York, Wisconsin) #_ __________.___

$1, 708, 593, 121
$3, 933, 117, 790

37

$45, 004, 162

16

10

22

7

! Total wm._n by all States for State and. political mEu&ﬁmH.on employees for calendar year, 1974 was

§7,382,838 464,
plan,

mﬁoam? Mississippi, Montana, and Wisconsin, apply soms or &ll earnings to another employee benefit
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. Financial implications—Continued
2. Use of contributions—State—Continued
(d) Use of interest earnings—Continued

. Not shown (Alabama, Connecticut,
J Georgia, New Hampshire, and Utah
gave no information as to use. Ari-
zona, Oregon, and Maine show
administrative costs are derived from
interest earnings, but de not show
use of balance of earnings}.....____
‘Defray- administrative  costs of
State Social -Security Adminis-
trator’s Office (Arizona, Colorado,
‘Florida, Kansas, Louisiana, Maine,
Maryland, Montana, New Mex-
ico, New York, Oregon, Wisconsin.
These States are also included in
above figures as interest earnings
exceeded administrative costs and
therefore would also have been
used for other purposes).__.______.
(e) Use of contributions in States not invest-

ing:
mZoﬁ used (Ohio, Massachusetis)___-__
Deposited in State-owned. -bank or
social  security revelving fund
‘(Nevada, North Dakota)_. ...
3. Use of contributions—Politiesl subdivisions: 3
(a) Number of States furnishing estimate of
political subdivision earnings from invest-
ments of contributions (balance show
none, unknown, or minimal earnings) . . -
ME Total reported as estimated earnings.___.-
¢) Range ow earnings—%$21,000 to $7,000,000:
ver $5,000,000 (California) . __—_ -~
- 81,000,000 to $5,000,000 (Missouri,
Nebraska, New Jersey, Texas, Wis-
ODRBIMIIE oo st Skt s
$500,000 to $1,000,000 (Arizona, Geor-
m.m? Illinois, Indiana, Minnesota,
ermont)______ e s s Mo
$100,000 to $500,000 -(Colorade, Con-
‘necticut, Maine, Oklahoma)_______
Less than $100,000 (Alaska, Delaware,
South Dakota, ﬁqmmb Islands) .. ...
4, Estimated interest earnings losses to States if States
were to adopt a monthly deposit procedure: ¢
mmw Total estimated losses_____ S N TR
(b) Range of losses—$54,000 to over $3,900,000:
tates. mmgﬂwﬂum. $1,000,000 or more
(California,- Florida, Georgia, Indi-
ana, Kansas, Maryland, Mississippi,
Missouri, -New Jersey, New York,
- North Carolina, Oregon, Tennessee,
Texas, WisConsin) v o i smane o ame
States estimating $500,000:to $1,000,-
000 (Connecticut, Illinois, Minne-
; sota, Montana, ' Nebraska, New
» Mexieo, Oklahoma, Washington)___

12

20
$23, 323, 297

1

$30, 054, 245

15

8

3 Because there are many hundreds of political subdivisions within each State, it was not feasible for the
Btates to furnish precise information as to politicsl subdivision nses of contributions. Most Btates re ng
indicated that some political subdivisions invest contributipns while others use for current cash flow or
other purposes until the due date. Where investments are made, some invest both shares, others only the
employees' shares, naﬂu%“h.wa employer’s share at the wmuﬂouﬂ due date, Investment eéarnings are reported

as used mainly for general funds or operating expenses,
information, 3 i

t some States did not have or did oot provide this

+ Included in flgnres are 17 States which stated all interest presently being earned would be lost. It would
appear that some interest could be ‘earned with & monthly depository procedure by the short term invest-

ment of funds between the tims collected and the time deposited: -

14

A. Financial implications—Continued y
4. Estimated interest earnings losses—Continued
(b) ku.mmm of losses—Continued .

. tates estimating $100,000 to $500,000

{Alabama, Alaska, Arizona, Arkan-

sas, Colorado, Delaware, Louisiana,

New - Hampshire, South Dakota,

Vermont)..._________ SETSS TR 5

States estimiting :$50,000 to $100,000

“(Maine,” Utah, Virgin Islands)_____ ot

None or not applicable (Iowa, Massa-
chusetts, Nevada, New Dakota,
; Q) e N S
5. Estimated interest earnings losses to political sub-
divisions if States were to adopt a monthly de-
posit procedure:
(a) States estimating specific amounts which
would belost._________________ i
(b) Amounts reported as estimated losses_____
(c) Hw.wﬁ@m of losses—3$14,000 to $3,000,000:
tates estimating $1,000,000 or more
(California, ew Jersey, Texas,
WIBCOHAIM) . w on s s s e
States estimating $500,000 to $1,000,-
000 (Arizona, Georgia, Illinois, Indi-
ana, Minnesota, Missouri).________
States estimating $100,000 to $500,000
{Colorado, Connecticut, Maine, Ne-
braska, Oklahoma) . ______________
States estimiating. less than. $100,000
(Alaska, Delaware, South Dakota,
L Vermont, Virgin Islands). _________
6. Administrative costs of State social security agencies:
(a) Range of costs—None to $982,203:
tates showing $200,000 or more
{California, Florida, Maryland, Mis-
sissippi, New York, Texas, Wis-
CORSIA) s wpessntopat v a0
States showing $100,000 to $200,000
(Alabama, Arkansas, Georgia, Ore-
gon, North Carolina, Tennessee)_ . _
Btates showing. $50,000.to $100,000
(Arizona, olorado, Connecticut,
Illinois, Iowa, Kansas, Louisiana,
Minnesota, ?mouambp, New Jersey,
New Mexico, North Dakota, Okla-
homs, Washington)_ .. _____._______.
States -showing less than $50,000
" (Alaska, Delaware, Indiana, Maine,
Missouri, Nebraska, New Hamp-

shire, Nevada, Ohio, South Dakota, .

dﬁpr_dmnﬁona-.i--i i.i--! i;.-
States’ showing none (Massachusetts,

; . Virgin Islands)________.__ e
(b} How State agency admitistrative costs met:

: ~ From investment earnings (Arizona,*
 Colorado, Florida, Kansas, Louisi-

. .ana, Maine, Maryland, Montana,.

New - Mexico, New . York, Oregon,
Wisconsin) - ... ___ B e S

From charges to political subdivisions

(Alaska, Arizona,* Arkansas, Con-

necticut, Georgia, Illinois, Indiana,
Minnesota, Mississippi,* Montana,

Nevada, North Carolina,* North

Dakota, Ohio, Oklahoma, Texas,
Washington) ... .. ________._____ fheat

*More than one source,

20
$12, 345, 538

14

12

12

1



A, Financial implications—Continued
6. Administrative costs—Continued ;
(b) How State agency, etc.—Continued

,, From appropriations, general funds or
J other (Alabama, California, Dela-
ware, Iowa, Mississippi,* _.Jw_mmoﬁ:_
Nebraska, New Jersey, North Caro-
lina,* South Dakota, Tennessee,
Utah, Vermont) .. .. ___._____ et
7. BEstimated added administrative costs with a
monthly deposit procedure: ) 1 :

(a) Range of added administrative costs esti-
mated for State social security agency: 8

Range none to $104,554. i
Over 8100,000_ - oo ooee oo ee 1
$50,000 to $100,000_ - ________ {
$25,000 to $50,000_-_______________ 5 9
Less than $25,000__ _.______________ .
Not estimated or none_. _._._______

(h) Range of estimated added administrative
costs estimated by States for political
subdivisions: &

Range none to $750,000.

Over 100000, v = o - =

$50,000 to $100,000- - . _______ £

$25,000 to $60,000_ - ______

Less than $25,000. . - oo oo ome o . ;

Not mmsgmdmanﬁ. no_bm e i
. Budgetary impact in year of implemen ation:

% 1 mdﬂ_.ﬁm%n States cited the liability for 2
months additional ‘contributions in the year of
implementation. Fourteen indicated no par-
ticular impact, two of these giving their account-
ing and budgeting basis as the reason. O_e:mw
impacts given were loss of interest earnings,
increased administrative costs, problems in
making funds available, the need to borrow
funds, and, in a few instances, lack of borrowing
authority. e

B. Legal and administrative implications: o Y ;
1. States indieating enactment of State legislation
would be required to implement & more frequent
depository procedure:

13

P T AY RS

Neat session of legislature at which /
State: ¥ ; legislation could be considered
Alabarnas. o e uB Lol ontec i st qum
Colovadolc o 0l id e mas Rl il wm_w«
NTeTEnRN S e e e ww :
Novth Gorolina. . oooom o __ wqq
South Dakota. oo ool ol 197
States uncertain: Illinois, New Jersey,
Washington, Wisconsin. i
“ Wamnw.mwwm :b%%h%o%qmm.m States recognized that this questipn cannot be answered realistieally without

nt requiremelts. : : ;
w:_oﬁﬁm.w%mﬂcﬁwmmwwﬂsnmw%w%mﬂmm& me..oa. Euaﬁ%ww _S.aﬁ.ogﬂa ﬁma at wﬁw w%mmzﬂm%ﬂw Mwwmwma_““m hwmﬂw%m
T If deposits were made monthly, the States would be require ¥ : e e
;i niation. Contributions would be due in that year for the months o
ﬂuoﬁwﬁvdﬁ” Mﬁ%ﬂhﬂwﬂ Eowwﬁ H.Sgndzw%_; riow due, Wﬂ%w.m ﬁﬁmd“w@m%wmﬂrmﬂﬂwﬂ‘ 15 of the following
¥ NMaony States did not cite this as a problem in respo 4 .
w_mmmr.“.oﬂw E%Hwnm“_ it is mﬂm&mﬁ noBﬁ examination of the statutes cited why change is required.

16

B. Legal and administrative implications—Continued
2. Documentation required . t0' support payment of
contributions: :

With respect to documentation required by
political subdivisions. to. support payment of
contributions to -State agencies, a variety of
requirements were ecited, such -as: vouchers,
warrants, certification of amount withheld from
employees, or of covered wages, and payroll in-
formation or records. Some of these are indicated
%0 be required by statute. Eight States stated
Em‘ﬂmmm report was required by political sub-
&S.Eoum as documentation, with four of these
stating the wage report is a statutory require-
ment.

The documentation required by - the State
social security agencies to support State agency
payment of confributions includes: amount of
withheld employee contributions, vouchers,
statement of wages, payroll information. Some
of the requirements are set by statute. Four-
teen States stated wage reports are required
with the payment, six of these stating require-
ment was by statute,

The documentation required by State social
security agencies to support political subdivi-
sion payment of contributions included: vouch-
ers, amount of withheld employee contributions,
mwu;,oz information, certified statements, ete.
come types are required by statute. Thirty-two
States stated that wage repoft is required to
substantiate the contribution payment, 16 of
these stated it is required by statute.®

3. Dates payments are due in State social security
agencies from other State agencies and political -
subdivisions: 12 :

The due dates vary from-monthly to 12 to
30 days after the endof the calendar quarter,

In 17 States some or all of the contributions
are paid.to the State social security agenc
more than once each quarter {primarily eac
pay date or Hobg_um. (Arizona, Arkansas,
Connecticut, Florida, Illinois, Towa, Kansas,
Maryland, Minnesota, . Mississippi, Montana,
New Mexico, North Carolina, Oregon, South
Dakota, Tennessee, Texas). In two States, it -
was indicdted that only the employees’ shares
for State agencies are paid more frequently
(Maryland, Connecticut), - -

Seven States stated the State agency pay-
ment due date is set by statute.lt (Alabama,
Colorado; Illinois, Maine, Nebraska,'Oklahoma,
Wisconsin). :

4. Frequency of wage payments: :
(a) State employees (relates to 35 States): -

: -Approximate percentage paid weekly, - e T

daily, or hourly (percent)________ .. i <1

- ¥ Btatutory requirements with respect to wagereports referred to in B.2. were not mwn&.m& from examina-

tion of the statutes cited. The extent towhich astatement of withheld employes contributions or total w 83
mwﬁw_ﬁmr @Moﬁacszouu were payable or some simiflar device could serve ag documentation could not be
10 The Federal due date {s the 15th day of 2d month following the and of each calendar quarter, (F. r inter-
state instrumentalities the due date is the end of ﬁuo_EoEsnﬁouaﬂnw the close of gmn..um_m:.nmm .n_.uw;mnw
' In at Jeast five of thesa States it was not apparant from examination of the statutes cited that a due date
was specified. It does not appear that specific due dates were ineluded in any State’s enabling legislation.
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B, Legal and administrative implications—Continued - .

4, Frequeney of wage payments—Continued

(a) State employees—Continued -
Approximate percentage paid biweekly

J - or semimonthly (percent)_._______ -
Approximate percentage paid monthly
or other (percent)_ ___.._________ e

(b) Political subdivision employees (only 21

States were able to supply information);

Approximate percentage paid weekly,

daily or hourly (percent)______.____

Approximate percentage paid biweekly

or semimonthly (percent)_.________

Approximate percentage paid monthly

el e et e s S e

5. Administrative changes the States believe are

needed to implement a monthly deposit
procedure: 12

Most States indicated additional employees
would be needed. The estimates ranged from
1 to 6, and triple present number of employees
in States which specified numbers.

Space, equipment, computer service,
Adde wmaouuw@mﬁum.

Restructuring of State agency and new ac-
counting system (1 State).

Change regulations and contracts with polit-
ical subdivisions (1 State). 2

Issue new instructions and forms (1 State).

C. Other items covered in the questionnaire: :
1. States’ opinions as to whether termination of
coverage might be stimulated:

Yes or possibly (reasons given are such
things as added administrative costs, loss
of interest earnings, adverse publicity, in-
creased program costs) .. __.____ S e e

None or no basis for opinion. ... ._________
2. Pertinent comments of States in connection with the
execution of the original coverage agreements:

Of the 24 States which commented, 16 indi-
cated that at the time of entering into the origi-
nal agreement it was not expected that changes
would be made in the requirements for quar-
terly reports and payments.13 -

3. Additional objections advanced by the States:

Replacement of funds and added staff when
States are having financial problems.

Problems "in- obtaining compliance from po-
litical subdivisions, mmm weakening in State
control.

More paperwork.

Question Federal authority to require more
frequent deposits.

ould work counter to: goal of universal
coverage. ; i
4. Legal authority of State to advance payment for
contributions ‘for political subdivisions which fail
to submit timely payments to the State:
e [ S e i, S o 2 31
Yes or limited authority. ..o ___________
5. Whether contributions are mixed with other State
mnbn_mm and invested: .
mw‘llllll.lllllll.lllllll. ||||||||| -

No, no investments, or not shown_________._.

57
42

42
50

28
13

22
19

1 Bome States indicated that it was difficult to provide precise information, Some States may find it

necessary to change ations, instructions, forms and wagnﬁmm.
13 The Btates have in past actively pursued and o
requirements.

tained liberalization in the orlginal reporting

18

'C. Other items covered in the guestionnaire—Continued
6. Legal authority with respect to investment or non-
investment of contributions: 2

No provision for investment ( North Dakota) __

Prohibited for political subdivisions only (New
iy 1o Wl [ NEE e | i s D

Investments required at State level ( Arkansas,
Colorado, Florida, Kansas, Louisiana, Mary-
land, Maine, Montana, Nebraska, North
OPwd:nm_ Oregon, .moﬁw Dakota, Wiscon-
Sl AL e s g Rl AN es =R el TR 4

In all other instances there are no or limited
legal provisions. . :

7. Problems in receiving Federal grants which affect
timely payment of contributions by political sub-
divisions: .

Some problems (HUD, CETA, Medicare, Med-
icaid, etc.)—(Alabama, Arkansas, Connecti-
cut, Maryland, Minnesota, Montana, New
Mexico, North Dakota, South Dakota, Ten-
nessee, Vermont, Washington, Wisconsin). __

None or unknown_______________._ S TN N

13

13
28



D. Tables
TABLE _H.lm._.>._.m AND POLITICAL SUBDIVISION DATA, 1977

[Figures shown in thousands]

Reporting

units (State Total 1977

and sub- State Local deposits

State divisions)  employees  employees  (in millions)
Alabama......... ? 1,710 55.5 182.3 $188.2
Alaska.......... 130 14.3 11.4 33.5
ArZONa. . ..... .00 571 20.7 136.4 153.2
Arkansas......... ; 1,512 28.4 89.8 94.8
California...... # . 2,638 1126 484.6 718.5
Colorado. ........ ; 596 .050 47.1 51.5
Connecticut....... 421 46,2 61.9 69.1
Delaware.......... 67 28.3 5.5 38.0
Plopida. . .....ocen 1,018 927 | 32i.1 430.0
Georgia.......... : 1,663 49.1 245.2 187.1
Hawaii............ 130 31.3 9.6 58.5
ldaho......... s 1,259 23.4 41.4 51.8
HERDIS, . oovivins 3,641 60.8 216.3 205.0
Indiana............ 2,873 31.6 257.6 263.8
01T R 2,749 45.4 147.5 176.1
Kansas......... 2,086 40.3 118.1 167.3
Kentucky.......... 1,205 76.2 70.8 111.2
Louisiana.......... 871 6.0 77.4 51.7
Maine............. 598 None 28.5 17.1
Maryland.......... 422 71.6 193. 271.8

Massachusetts. ... 2 None .019 .016
Michigan......... , 2,223 66.6 457.9 714.6
Minnesota......... 2,282 37.1 149.5 208.9
Mississippi........ 947 39.6 109.8 88.5
Missouri........... 2,184 66.0 161.1 84.5
Montana.......... 720 19.0 37.6 51.8
Nebraska.......... 2,071 27.4 94.4 99.4
Nevada......... 36 None 2.0 9
New Hampshire. .. 523 11.6 40.8 41.4
New Jersey........ 2,237 69.8 383.8 455.4

(19)

20

TABLE 1.—STATE AND POLITICAL SUBDIVISION
DATA, 1977—Continued

{Figures shown in thousands]

Reporting
units (State Total 1977
. and sub- State - Local deposits
State : divisions) -employees - employees  (in millions)
New Mexico....~.. 272 29.6 46.9 7
New York.......... 3,450 204.3 872.7 1,356.0
North Carolina. ... 1,293 21.4 324.6 305.4
North Dakota...... el 17.2 25.9 35.8
Qhio........ =0 3 None 3.7 . 5.6
QOklahoma...... 1,565 50.2 116.5 172.57.
Oregon............ 1,068 52.9 113.4 171.4.
Pennsylvania...... 4,119 134.6 4935 759.7 -
Puerto Rico....... 205 128.0 42,9 136.5
Rhode Island...... 87 17.7 22.2 45.4
South Carolina. . .. 682 39.0 145.0 157.5
South Dakota...... 731 18.9 34.4 38.1
Tennessee. ....... 1,934 51.5 172.0 200.8
Texas.......co.... 2,143 200.5 268.0 420.4
] 356 16.4 69.4 75.4
Vermont........... 678 10.6 21.3 . 23,5
Virginia....... 888 104.2 . 224.4 302.1
Virgin Islands. . ... 6 11,3 . 210 10.9
Washington...... . 1,489 130.9 119.8 199.6
West Virginia...... 750 64.8 47.8 101.1
Wisconsin. . .. .. ... 2642 664 216.5 282.6-
ﬁmogin .......... . 385 7.6 28.0 32.2
nterstate instru- _ 5
mentalities. .... 62 15.0 None 20.0
65,350 mhmmﬁ.o

Total o venmann

7,591.3 10,007.8

Source: Social mmmcﬁq Administration.



TABLE 2.—ESTIMATED ADDITIONAL INTEREST INCOME THAT COULD BE EARNED BY THE TRUST FUNDS
OVER PRESENT DEPOSITORY METHOD

[In millions] e
Deposit requirements Differences
HEW original ~ HEW revised

proposal regulations  Semimonthly/ 15-15-15/ Semimonthly/
Calendar year Semimonthly (15-15-15) (15-15-45) 15-15-15 15-15-45 15-15-45
VS S SN $191.7 $180.4 $150.3 $11.3 $30.1 $41.4
L 230.3 216.7 180.5 13.6 36.2 49.8
LI L s R O FN il 252.8 237.9 198.2 14.9 39.7 54.6
TSR e R S 271.9 255.9 213.2 16.0 42.7 58.7
RO v s s s 292.4 " 275.2 229.3 17.2 459 63.1
Total 1980-84......... 1,239.1 1,166.1 971.5 73.0 194.6 267.6
S T 314.3 295.8 246.5 185 49.3 67.8
Total, 1980-85......... 1,553.4 1,461.9 1,218.0 91.5 243.9 335.4

Total 5yr (July 1, 1980

to June 30, 1985) .. 1,300.4 1,238 1,019.6 76.6 204.2 280.8

1 Estimated by including 1/2 of the amounts for both 1980 and 1985.  Source: General Accounting Office.

O

12



