Resource 7: Case Study on Coverage Eligibility 
This case study explores a Social Security coverage situation that could easily occur on any day in the life of a state social security administrator. The fictitious scenario begins when a state administrator is notified about the creation of a new political subdivision. Reading the case study will give you a better understanding of how to initially approach new political subdivisions in your State. 

Part 1:  The situation

All characters and locations appearing in this work are for fictitious purposes. Any resemblance to real persons and places is purely coincidental. 

JD is the State Administrator in his home State of Texas. He recently received a telephone call from a nearby school district representative in the City of Shiner. The caller informs JD that a new high school is under construction in Shiner and, assuming construction stays on schedule, will open its doors in about six months. Having recently encountered a situation involving improper coverage of schoolteachers in another Texas City, JD realizes the importance of determining how and if the new school’s employees will be eligible for coverage.
The school district representative informs JD that she is seeking his assistance in determining if the employees of the new high school are eligible for Social Security and Medicare coverage. The representative tells JD that she became concerned about coverage after an audience member mentioned during the last school board meeting that the new school employees will not be covered unless the State takes action and voluntarily requests Social Security coverage from SSA. The gentleman’s statement immediately led other audience members to question other aspects of Social Security coverage—such as what will happen to contributions previously made to Social Security if they assume non-covered employment. Considering that the audience was mostly comprised of people who have already accepted positions in the new school, as well as those who plan to apply, the mood was alarming. The representative further warns JD that she has very limited knowledge about Social Security and this whole concept of voluntary coverage might as well be Mandarin—as she does not understand it at all. JD sympathizes with the district representative’s situation and assures her that he will immediately address the situation so that she can report on the issue at the next school board meeting. JD’s calm demeanor and confidence reassures the district representative. However, like a duck gliding swiftly across the surface of a pond with frantically paddling feet underneath, JD’s mood did not reflect that his mind was already racing to think of possible solutions. Section 218 can be tricky, especially for a freshman administrator. JD reminds himself that the folks in the National Conference of State Social Security Administrators (NCSSSA) and SSA are an invaluable resource and they have always been extremely charitable with their knowledge. He will contact them if he needs to.
Part 2:  JD researches the origin of the new school

Summary: 

JD has been the state administrator for about a year now and while he has a good basic understanding of the relative policies, he has not experienced dealing with coverage for a newly created political subdivision yet as a State Administrator.  As he sits down at his desk and thinks about how to initiate his research, JD begins to recall the plethora of policies that he has scoured. Like putting the pieces of a puzzle together, JD knows that he needs to identify the school’s legal status, determine whether public pensions come into play, and identify the potential for existing coverage, which could be applied to an absolute or retirement system coverage group. In addition to looking at the two types of coverage groups, JD also knows that if coverage has been obtained, he needs to look at whether it was applied state-wide, city-wide, district-wide, or on an entity-by-entity basis. Then, of course, there is always the potential that coverage was obtained for an entire retirement system. JD does not believe that Texas has obtained coverage for an entire retirement system, but he recalls from the details of a presentation at last year’s National Conference of State Social Security Administrators in Wyoming, that some States have done just that. Knowing that this situation could eventually require extensive amounts of research, JD decides to initiate the process from the beginning. He looks into the origin of the new high School.
Details:
JD, with the assistance of his new contact from Shiner, begins the reenactment of the creation of the school. He knows that the information he obtains from this process will not only help him make a decision about the future application of coverage, but if a modification is eventually necessary, the information will serve as evidence that the school is a political subdivision.
Here is what JD discovers:

· Shiner’s school board adopted a resolution to consider the creation of a new high school in the boundaries of the Shiner Independent School District. The district currently has only one high school and population trends suggest that the current high school will be at 25% overcapacity within two years—as it is already at 15%.
· A public hearing was subsequently held, which was followed by a school board hearing.
· The school board adopted a final resolution ordering the creation of Shiner’s second high school.
JD further discovers the City’s order creating the new high school. The order contains the following:
· Geographic territory of the new high school—including which territory is detached from the current existing high school,

· Name of the new school, “Cosmo High (Mascot: Redbirds),” 
· Grades to be taught at Cosmo High (9-12), and 

· Project completion date and opening semester.
JD feels comfortable with the information he has acquired and he is certain that the new Cosmo High School is a governmental entity, or as he had learned from talking to his colleagues, a political subdivision. JD briefly reminisces the year that he has been state administrator—still considered a newbie by anyone’s definition, yet he already has the lingo of a seasoned administrator.  However, JD knows the process is just getting started and that there is a lot more challenging work ahead of him. Now is the time to focus his attention on how Social Security coverage will be applied (or not) to the Cosmo High employees. To address this issue, JD turns to his best resource—the Section 218 Training Site. He knows that the site will either walk him through the necessary steps, or serve as a link for him to access policy. The site will even provide him a direct link to contact an SSA specialist if the need exists.
Part 3: JD reviews SSA’s Section 218 Training Site for possible courses related to his situation.
It only took JD a quick few minutes to scan the home page of the training site before he found a course that just might get him through his situation—and unscathed at that.

Eager, and optimistic, JD immediately begins his review of the New Entity Notification Procedure training course. JD relishes in his fortunate discovery, knowing that he just might close this assignment out by the end of the day; appetizers with his friends on Lake Austin are on his horizon. As he reads the course, his attention immediately focuses on the fact that the school might already be covered—meaning that there is no need for a new modification. He asks himself if he can be so lucky and continues to read on. JD’s optimism remains in full effect and then…he reads, “The notification procedure is only used when a component is created by an existing political subdivision and the State has previously covered all their employees under a Section 218 Agreement.” JD now knows that there is only going to be one way to resolve this situation and he heads to the file cabinets to pull his State’s modifications. It is going to be a long day, and Lake Austin will have to wait.
Part 4: JD remembers the importance of retirement system coverage

Summary:

As JD heads toward the farthest corner of his office—a towering five drawer locked fireproof file cabinet looms ahead of him.  Decreasing the briskness of his pace, JD allows his mind to wander. He has been fortunate. Since his appointment to the state social security administrator position, JD has only had to engage in a handful of name changes, a couple of dissolutions, a few Medicare-only modifications, and several speaking engagements, which he thoroughly enjoys. For JD, nothing comes close to getting behind the wheel of his pickup and hitting the Texas highways to spread the word of Social Security to the great folks of Texas. Suddenly, JD’s daydream vanquishes as he reaches the cabinet. In another striking moment of clarity, he realizes that if the employees at Cosmo high are not going to be part of a public pension system, then no immediate action is necessary, as mandatory Social Security will apply. JD admits to himself that mandatory coverage is not an escape from his responsibilities as state administrator. At some point, he still needs to educate even those in mandatorily covered positions about Section 218, as well as, how they may benefit from obtaining coverage through a modification. JD recalculates and focuses his attention on retirement system coverage.
Details:

JD dashes back to his desk, picks up his phone, and calls his contact over in Shiner.  He needs to know if the employees at Cosmo High are going to be eligible for membership in a public pension system. His contact answers on the third ring and after exchanging a few pleasantries, JD has the information he needs. 
All employees at Cosmo High that work at least 20 hours a week will participate in the Teachers Retirement System (TRS). Some types of employment, such as driving a bus, have special require​ments. Driving at least one bus route per day that meets Texas Education Agency guidelines is employment that is eligible for TRS membership.
Of course, there are some exceptions, but exceptions to TRS membership are limited to the following: 
· A TRS retiree who returns to employment with a TRS-covered employer; 

· Certain eligible employees, primarily faculty members in higher education and the Commissioner of Education who are authorized by the employing institution and elect to participate in the Optional Retirement Program; 

· An employee of an institution of higher education who is required to enroll concurrently as a student in the employing institution as a condition of employment;
· A substitute, as defined by TRS rules (to be considered a substitute, the individual must be serving temporarily in a position currently held by another employee and paid at a rate-of-pay that does not exceed the rate for substitute work established by the employer); or 

· A person employed on a temporary (less than 4½ months), part-time (less than one-half time), seasonal, or irregular basis. 

JD was familiar with the TRS, as the recent situation involving the improper coverage of schoolteachers in another Texas City had required him to look into whether or not TRS was a qualifying Social Security replacement system. A qualifying retirement system meets the requirements of section 31.3121(b)(7)-2 of the Income Tax Regulations providing a minimum benefit under either a defined contribution or defined benefit plan.  This, thereby, exempts participants from mandatory Social Security coverage. JD had already established that the TRS is definitely such a system. 
While JD is pleased with his progress, it is not quite the news that he wants to hear. After all, this means that Social Security coverage must be voluntarily obtained through a modification to the State’s Section 218 Agreement. Mandatory coverage would have made things so much easier. Now it is a matter of determining whether coverage already exists, or if he will be starting the process from beginning all the way to end. Thus, it looks like JD will be venturing back again to the file cabinet—and this time he is actually going to have peer deep inside its drawers.
Part 5: JD begins his review of the State’s Section 218 Agreement and modifications 

Summary:

JD already has a good idea going into his search that not all State employees are covered by a single agreement or modification; however, he still has to identify whether all employees for the entire City of Shiner, or the entire Shiner Independent School District, have been covered. Situations like this make JD wish that he had been given an opportunity to train under his predecessor; unfortunately, the last state administrator left abruptly, not leaving behind much in the form of guidance or training material. JD was perfectly happy being the lone ranger of state social security administrators. He had no desire to leave his post, but after viewing the training course on succession planning, he vowed to prepare for his departure—whether he could see it in his future or not.  
Details:

JD knows that identifying the scope of coverage will not come quickly. A fair amount of luck is involved—as he could just as easily find what he needs in the first few modifications, or the answer may not rear its head until the bitter end. The uncertainties remind him of the importance of creating a systematic filing system—maybe even an electronic database. JD recalls promising the representative a response prior to her next school board meeting, and he is committed to honoring that promise. However, he may not be able to do it alone, so he calls the SSA regional office and enlists the assistance of the Section 218 Specialist.  He heard that there has been an ongoing effort to scan modifications into a database and he hopes that it is far enough along to provide him a benefit. JD is also aware that some regional offices maintain summaries of agreements. If the region has such a summary, Lake Austin may just become a reality.  
After a short phone call to SSA’s regional office, JD verifies that the State does not cover all public schools in all local school districts throughout the State, nor does an absolute coverage modification exist. What is not clear is whether schools are covered on a district-wide or an individual school basis. JD thanks the specialist for her time and says that he will pick up the search from here. Hanging up the phone, JD makes a short trip over to his coffee pot. Returning with a replenished cup of coffee, he begins his exploration deeper into his stack of modifications. Finally, after a long couple hours of searching, JD feels confident having not discovered any modifications that cover the entire City of Shiner, or the Independent School District; therefore, coverage must be obtained on an entity-by-entity basis. JD felt this was further validated when he came across separate modifications for the current existing high school, as well as, the two middle and three elementary schools. 
Part 6:  Is Cosmo High eligible for coverage?
Summary: 

Based on all of the facts, JD determines if and how Cosmo High School will be covered for Social Security and Medicare.
Details:

JD has collected a great deal of information as he worked to determine if the new Cosmo high school is eligible for coverage under a 218 Agreement.  He reviewed the City’s order creating the school, verified that employees will participate in the TRS, and verified that TRS is a qualifying system. He also reviewed the State’s Section 218 Agreement and modifications and verified that coverage does not currently exist that could be applied.  He also spoke with the school board representative, a specialist from the SSA regional office, researched SSA’s policies, and read the training course on new entities. 
At the conclusion of his research, JD makes the following determination:
Cosmo high school is its own political subdivision and is not covered by the existing State’s Section 218 Agreement or modifications. If Social Security coverage for Cosmo High employees is desired, it will have to be requested by the School and pursued by JD. Medicare, on the other hand, is mandatory for all State and local government employees hired (or rehired) after March 31, 1986, and no action is necessary.
JD contacts the school board’s representative and notifies her that a modification will be needed to cover the employees of Cosmo High—and explains why. JD also explains mandatory Medicare. The representative thanks JD for his timeliness, as well as, the thoroughness of his investigation. She assures him that she will present the information exactly as it was presented to her, at the next school board meeting. She also states that she wants to make a request to the school board to invite JD to the following meeting so that he can address the audience and explain how Social Security and Medicare applies to Cosmo High employees. She asks if that is ok. Without hesitation, JD gladly accepts her offer. After all, he knows that a referendum and modification for Cosmo High is probably in his future—and it is an opportunity to take another long drive down those Texas highways.
