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contributions based on that total sub-
ject to the wage limitations in 
§ 404.1047. 

(b) Identification of employees in mul-
tiple employment. An agreement or 
modification of an agreement pro-
viding for the computation of contribu-
tions as described in paragraph (a) of 
this section shall identify the class or 
classes of employees to whose wages 
this method of computing contribu-
tions applies. For example, the State 
may provide that such computation 
shall apply to the wages paid to all in-
dividuals for services performed in po-
sitions covered by a particular retire-
ment system, or to the wages paid to 
all individuals who are members of any 
two or more coverage groups des-
ignated in an agreement or modifica-
tion. The State shall promptly notify 
SSA if the conditions in paragraph (a) 
of this section are no longer met by 
any class or classes of employees iden-
tified in an agreement or modification. 
In its notification, the State shall iden-
tify each class of employees and the 
date on which the conditions ceased to 
be met. 

(c) Effective date. In the agreement or 
modification, the State shall provide 
that the computation of contributions 
shall apply to wages paid after the ef-
fective date stated in the agreement or 
modification. That date may be the 
last day of any calendar year; however, 
it may be no earlier than January 1 of 
the year in which the agreement or 
modification is submitted to SSA. 

FIGURING THE AMOUNT OF THE STATE’S 
CONTRIBUTIONS—FOR WAGES PAID 
PRIOR TO 1987 

§ 404.1260 Amount of contributions— 
for wages paid prior to 1987. 

The State’s contributions are equal 
to the product of the applicable con-
tribution rate (which is equivalent to 
both the tax rates imposed under sec-
tions 3101 and 3111 of the Internal Rev-
enue Code) times the amount of wages 
actually or constructively paid for cov-
ered services each year (subject to the 
wage limitations in § 404.1047) to the 
employee. 

§ 404.1262 Manner of payment of con-
tributions by State—for wages paid 
prior to 1987. 

When paying its contributions, the 
State shall deposit its payment at the 
specific Federal Reserve bank or 
branch designated by SSA. 

§ 404.1263 When fractional part of a 
cent may be disregarded—for wages 
paid prior to 1987. 

In paying contributions to a Federal 
Reserve bank or branch, a State may 
disregard a fractional part of a cent un-
less it amounts to one-half cent or 
more, in which case it shall be in-
creased to one cent. Fractional parts of 
a cent shall be used in computing the 
total of contributions. 

IF A STATE FAILS TO MAKE TIMELY 
PAYMENTS—FOR WAGES PAID PRIOR 
TO 1987 

§ 404.1265 Addition of interest to con-
tributions—for wages paid prior to 
1987. 

(a) Contributions not paid timely. If a 
State fails to pay its contributions to 
the appropriate Federal Reserve bank 
or branch (see § 404.1262), when due 
under § 404.1249(a), we add interest on 
the unpaid amount of the contributions 
beginning with the date the payment 
was due, except as described in para-
graphs (b) and (c) of this section. Inter-
est, if charged, begins with the due 
date even if it is a weekend, legal holi-
day or Federal nonwork day. Interest 
is added at the rate prescribed in sec-
tion 218(j) of the Act as it read prior to 
the enactment of Pub. L. 99–509. 

(b) Method of making adjustment. (1) If 
a State shall file a contribution return 
and shall accompany such return with 
payment of contributions due and pay-
able as reported on such return in ac-
cordance with § 404.1249 but the amount 
of the contributions reported and paid 
is less than the correct amount of con-
tributions due and payable and the un-
derpayment of contributions is attrib-
utable to an error in computing the 
contributions (other than an error in 
applying the rate of contributions in 
effect at the time the wages were paid), 
the State shall adjust the under-
payment by reporting the additional 
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amount due by reason of such under-
payment either as an adjustment of 
total contributions due with the first 
wage report filed after notification of 
the underpayment by the Social Secu-
rity Administration, or as a single ad-
justment of total contributions due 
with any contribution return filed 
prior to the filing of such wage report. 

(2) If an underpayment of contribu-
tions is due to an underreporting of or 
a failure to report one or more employ-
ees: 

(i) Where the underreporting or fail-
ure to report has been ascertained by 
the State, the State may cause an ad-
justment by filing a report within 30 
days after ascertainment of the error 
by the State; 

(ii) Where the underreporting or fail-
ure to report has been ascertained by 
the Social Security Administration, a 
notification of underpayment shall be 
forwarded to the State, and the State 
may cause an adjustment of the under-
payment by returning to the Social Se-
curity Administration, within 30 days 
from the date of the notification, a 
copy of the notification of under-
payment and the State’s corrected re-
port. The report shall show the amount 
of wages, if any, erroneously reported 
for the reporting period and the correct 
amount of wages that should have been 
reported and the identification number 
of the State or the political subdivision 
for each employee who was omitted or 
erroneously reported. The filing to cor-
rect an underreporting of or a failure 
to report one or more employees’ wages 
shall not constitute an adjustment 
under this section unless the wages 
were erroneously omitted or erro-
neously reported. 

(c) Payment. The amount of each un-
derpayment adjusted in accordance 
with this section shall be paid to the 
Federal Reserve Bank, or branch there-
of, serving the district in which the 
State is located, without interest, at 
the time of reporting the adjustment; 
except that where any amounts due 
with respect to such an adjustment had 
been paid in error to IRS and a refund 
thereof timely requested from, or insti-
tuted by, IRS, the amount of under-
payment adjusted in accordance with 
this section, plus any interest paid by 
IRS on the amount of such under-

payment, shall be paid to the Federal 
Reserve Bank, or branch thereof, serv-
ing the district in which the State is 
located, at the time of reporting the 
adjustment or within 30 days after the 
date of issuance by IRS of the refund of 
the erroneous payments, whichever is 
later. Except as provided in the pre-
ceding sentence of this paragraph, if an 
adjustment is reported pursuant to 
paragraph (b) of this section, but the 
amount thereof is not paid when due, 
interest thereafter accrues. 

(d) Verifying contributions paid against 
reported wages. We check the computa-
tion of contributions to verify that a 
State has paid the correct amount of 
contributions on the wages it reports 
for a calendar year (see § 404.1249(b)(2)). 
If we determine that a State paid less 
than the amount of contributions due 
for that year, we add interest to the 
amount of the underpayment. We 
would add interest beginning with the 
date the unpaid contributions were ini-
tially due to the date those contribu-
tions are paid. However, if the total 
amount of the underpayment is 5 per-
cent or less than 5 percent of the con-
tributions due for a calendar year 
based upon the State’s wage report and 
the State deposits the underpaid 
amount within 30 days after the date of 
our notification to the State of the 
amount due, the State may request 
that the interest on the underpaid 
amount be waived for good cause. This 
request must be made within 30 days of 
our notification to the State of the 
amount due. Such requests will be 
evaluated on an individual basis. The 
evaluation will include, but not be lim-
ited to, consideration of such factors as 
the circumstances causing the late 
payment, the State’s past record of 
late payments and the amount in-
volved. 

Examples (1) The records of a political sub-
division for the month of June are destroyed 
by fire. The State makes an estimated de-
posit of contributions for the month of June 
for that political subdivision and deposits 
contributions for the month of June for all 
other political subdivisions based on actual 
records. At the time SSA verifies contribu-
tions paid against reported wages, we dis-
cover that the State has paid only 97 percent 
of its total liability for the year. Within 30 
days after we notify it of the amount due, 
the State asks that we waive the interest on 
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the unpaid amount and the State deposits 
the unpaid amount. In this situation, we 
would waive the interest on the unpaid con-
tributions. 

(2) We would waive interest if: 
(i) Some of the political subdivisions made 

small arithmetical errors in preparing their 
reports of wages, 

(ii) After verification of the contributions 
paid against reported wages, SSA discovers 
that minimal additional contributions are 
due, 

(iii) Within 30 days of our notice to the 
State regarding this underpayment the 
State, which usually makes its deposits 
timely, pays the amount due, and 

(iv) Within that same 30 day period the 
State requests that we waive the interest 
due. 

(3) We would not waive interest where a 
State frequently has problems depositing its 
contributions timely. Reasons given for the 
delays are, e.g., the computer was down, the 
5 p.m. mail pickup was missed, one of the 
school district reports was misplaced. If re-
quested we would not waive interest on this 
State’s late payment of contributions based 
upon its past record of late payments and be-
cause of the circumstances cited. 

(e) Due date is on a weekend, legal holi-
day or Federal nonworkday. If the last 
day of the 30-day periods specified in 
paragraphs (b) and (d) of this section is 
on a weekend, legal holiday or Federal 
nonworkday, the State shall make the 
required deposit or request for waiver 
of payment of interest on the next Fed-
eral workday. 

(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] 

§ 404.1267 Failure to make timely pay-
ments—for wages paid prior to 
1987. 

If a State does not pay its contribu-
tions when due, the Commissioner has 
the authority under section 218(j) of 
the Act as it read prior to the enact-
ment of Pub. L. 99–509 to deduct the 
amounts of the unpaid contributions 
plus interest at the rate prescribed 
from any amounts certified by her or 
him to the Secretary of the Treasury 
for payments to the State under any 
other provision of the Social Security 
Act. The Commissioner notifies the 
Secretary of the Treasury of the 
amounts deducted and requests that 
the amount be credited to the Trust 
Funds. Amounts deducted are consid-

ered paid to the State under the other 
provision of the Social Security Act. 

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

HOW ERRORS IN REPORTS AND CONTRIBU-
TIONS ARE ADJUSTED—FOR WAGES 
PAID PRIOR TO 1987 

§ 404.1270 Adjustments in general—for 
wages paid prior to 1987. 

States have the opportunity to ad-
just errors in the payment of contribu-
tions. A State but not its political sub-
divisions is authorized to adjust errors 
in the underpayment of contributions. 
Similarly, the State shall file all 
claims for credits or refunds and SSA 
makes the credits and refunds only to 
the State. Generally, we do not refund 
contributions in cash to a State unless 
the State is not expected to have fu-
ture liability for contributions under 
section 218 of the Act. 

§ 404.1271 Adjustment of overpayment 
of contributions—for wages paid 
prior to 1987. 

(a) General. If a State pays more than 
the correct amount of contributions, 
the State shall adjust the overpayment 
with the next contribution return filed 
on which the amount owed equals or 
exceeds the amount of the overpay-
ment. 

(b) Overpayment due to overreporting of 
wages—(1) Report to file. If the overpay-
ment is due to the State’s reporting 
more than the correct amount of wages 
paid to one or more employees during a 
reporting period and the overpayment 
is not adjusted under paragraph (a) of 
this section, the State shall file a re-
port on the appropriate form showing: 

(i) The corrected wage data as pre-
scribed by SSA; and 

(ii) The reason why the original re-
porting was incorrect. 

(2) Refund or credit of overpayment 
where section 218(e)(2) of the Act not ap-
plicable. If: 

(i) The State collected contributions 
from employees in excess of the 
amount of taxes that would have been 
required under section 3101 of the In-
ternal Revenue Code; and 

(ii) The State paid to the Secretary 
of the Treasury those contributions 
plus a matching amount in excess of 
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