Notice of Proposed Rulemaking

Health Insurance Portability for
Group Health Plans

REG-253578-96

AGENCY: Internd Revene Servie
(IRS), Treasuy.

ACTION: Notice of propose rulemak-
ing by cross-referene to temporary
regulations.

SUMMARY: In T.D. 8716 page 5, the

IRS is issuirg temporay regulations
relating to growp healh plan portability,

access ard renewabiliy requirements
addal to the Internd Revene Coce by

sectim 401 of the Healh Insurance
Portabiliy and Accountabiliy Act of

19% (HIPAA). The IRS is issuirg the

temporay regulatiors at the sane time

that the Pensim and Welfare Benefits
Administration of the U.S. Department
of Laba ard the Healh Care Financing
Administration of the U.S. Department
of Healh and Human Services are issu-
ing substantialf similar interim final

regulatiors relating to the groy health
plan portability, accessand renewability
requiremerg addel by HIPAA to the

Employee Retiremem Income Security
Act of 1974 ard the Public Health
Servie Act. The temporay regulations
provide guidane to employes amd

groy healh plars relating to the obliga-
tion of plams to comply with new re-

quiremens relating to preexistirg condi-
tion exclusions discrimination base on

healh status acces to coverage and
othe requirements The text of those
temporay regulatiors also serves as the
text of thes propose regulations.

DATES. Written commens ard requests
for a public hearing mug be receivel by
July 8, 1997.

ADDRESSES Serd submissios to:
CC:DOM:CORPR (REG-253578-96),
room 5226 Internd Revene Service,
POB 7604 Ben Franklin Station Wash-
ington, DC 20044 Submissios may be
hard deliverad to: CC:DOM:CORP:R
(REG-253578-96)room 5226 Internal
Revene Service 1111 Constitution Av-
enue NW, Washington DC. Alterna-
tively, taxpayes may submit comments
electronicaly via the Internd by select-
ing the “Tax Reg$ option on the IRS
Home Page or by submittig comments
directy to the IRS Interng site at

FOR FURTHER INFORMATION CON-
TACT: Concernig the regulations
RUSS WEINHEIMER, (202) 622—-4695;
concernilg submissios or to reques a
hearing CHRISTINA D. VASQUEZ,
202-622-7180 Thee are nat toll-free
numbers.

SUPPLEMENARY INFORMATION:

Paperwok Reduction Act

The collection of information refer-
encel in this notice of proposed
rulemakirg has been submittel to the
Office of Managemen ard Budge for
review in accordane with the Pape-
work Reductio Act of 19% (44 U.S.C.
3507(d)).

An ageng may not condud or spon-
sa, ad a persam is naot requirel to
respoml to, a collection of information
unles it displays avalid contrd humber
assignd by the Office of Management
and Budget.

The collection of information is in
88 54.9801-3, 54.9801-7, 54.9801-
5T, 54.9801-8, ard 54.9806-T (see
the temporay regulatiors publishe in
T.D. 8716) This information is required
by the statue so that participans will be
informed abou their rights unde
HIPAA ard abou the amoun of credit-
able coverag tha they hawe accrued
undeg a grouw healh plan The likely
responderst are busines or othe for-
profit institutions nonproft institutions,
smal businessg or organizations and
Taft-Hartley trusts Responsg to this
collection of information are mandatoy.

Books or record relating to a collec-
tion of information mug be retaina as
long as their contens may becone ma-
terid in the administratio of ary inter-
nd revene law. General tax returns
ard tax retum information are confiden-
tial, as required by 26 U.S.C 6103.

Commens on the collection of infor-
mation shoutl be sert to the Office of
Managemen and Budge , Attn: Desk
Officer for the Departmen of the Trea-
suty, Office of Information and Regula-
tory Affairs, Washington DC 20503,
with copies to the Internd Revenue
Servie, Attn: IRS Repors Clearance
Officer, T:FP, Washington DC 20224.
Commens on the collection of informa-
tion shout be receivel by Jure 8, 1997.
Commens are specificaly requested
concerning:

Whethe the proposé collection of

http://www.irs.ustreas.gov/prod/tax_regsinformation is necessar for the proper

comments.html

performane of the functiors of the

Internd Revene Service including
whethe the information will hawe prac-
tical utility;

The accurag of the estimatel burden
associaté with the proposeé collection
of information (see the preambé to T.D.
8716);

How to enhane the quality, utility,
ard clarity of the information to be
collected;

How to minimize the burden of com-
plying with the proposé collection of
information including the application of
automate collection techniqus or other
forms of information technology and

Estimate of capitd or start-yp costs
ard coss of operation maintenanceand
purchae of service to provide informa-
tion.

Backgound

T.D.- 8716~ adds- 88 54.9801-T
through- 54.9801-6,- 54.9802-T,
54.9804-T, ard 54.9806-T to the
Miscellaneos Exciee Tax Regulations.
Thes regulatiors are being publishel as
pat of a joint rulemakirg with the
Departmen of Laba amd the Depart-
mert of Healh amd Human Services
(the joint rulemaking).

The text of T.D. 8716 also serves as
the text of thee proposeé regulations.
The preambé to the temporay regula-
tions explairs the temporay regulations.

Specid Analyses

Pursuah to sectiors 603(9 amrd
605(h of the Regulatoy Flexibility Act,
it is herely certified tha the collection
of information referencd in this notice
of- propose~ rulemakirg- (see
8§ 54.9801-3, 54.9801-Z, 54.9801-
5T, 54.9801-8 ard 54.9806-T of T.D.
8716 will nat hawe a significart eco-
nomic impad on a substantih number
of smal entities Although a substantial
numbe of smal entities will be subject
to the collection of information require-
mens in thee regulations the require-
mens will not hawe a significart eco-
nomic impad on thee entties The
avera@ time requiradl to complee a
certification required unde thes regula-
tions is estimate to be 5to 12 minutes
for all employers This averag is based
on the assumptia tha mog employers
will automag¢ the certification process.
The paperwok requiremerg othe than
certificatiors tha are containel in the
regulatiors are estimaté to impose less



than 10% of the burden imposeal by the
certifications Many smal employers
tha maintan group healh plars have
their plars administerd by an insurance
compary or third pary administrators
(TPAs). Most insures and TPAs are
expectd to automag the certification
proces ard therefoe their averag time

to produ@ a certificake shoutl be simi-

lar to the 5 to 12 minute average
estimate for all employers Howevae,

even for smal employes tha do not

automag the certification process the

collection of information requirements
in the regulation will not hawe a signifi-

cart impact Even if it is conservatively
assumd tha their averag time to pro-

duce a certificae is 3 times as long as
the highe¢ estimae for all employers
(i.e., 36 minutes per certificatg and that
all of therr employes are coveral by

their groyp healt plan and that half of

the employes receiwe a certificaie each
yea, and this figure is then increasd by

10% to accoun for the paperwok bur-

ders apat from the certifications the

avera@ burden pe employe is only 20

minutes pe yea. Thus for example for

an employe with 10 employees the

annua burden would be 3 hours ard 20

minutes per yea. At an estimate cost
of $11 pe hou, this would resut in a

cog of less than $37 pe yea for the

employe, which is not a significant
economg impact.

This regulation is nat subje¢ to the
Unfunded Mandates Reform Act of
19% becaus the regulation is an inter-
pretive regulation For further informa-
tion and for analyss relating to the joint
rulemaking se= the preambé to the
joint rulemaking Pursuah to section
7805() of the Internd Revene Code,
this notice of proposeé rulemakirg will
be submittel to the Chief Counsé for
Advocag of the Smal Busines Admin-
istration for commei on its impad on
smal business.

Commerg and Reques for a Public
Hearing

Before the proposé regulatiors are
adoptel as final regulations conside-
ation will be given to ary written com-
mens (a signal origind and eight (8)

copieg tha are submittel timely to the

IRS. All commens will be availabk for

public inspection and copying A public

hearig may be scheduld if requested
in writing by a persm tha timely

submit written comments If a public

hearirg is schedulednotice of the date,
time, ard place for the hearirg will be

publishal in the Federd Registe .

Drafting Information

The principd authag of the® pro-
posal regulatiors is Rus Weinheime,
Office of the Chigf Counsel Employee
Benefis and Exemp Organizations
Howeve, otha personnk from the IRS
ard Treasuy Departmen participatel in
their developmentThe proposé regula-
tions as well as the temporay regula-
tions hawe bee developé in coordina-
tion with personrel from the U.S.
Departmen of Laba and U.S. Depart-
mert of Healh and Human Services.

* * * * *

Proposel Amendmeist to the Regula-
tions

Accordingly, 26 CFR patt 54 is pro-
poseal to be amendd as follows:

PART 54—PENSION EXCISE TAXES

Paragrap 1. The authoriy citation
for patt 54 is amendd by addirg entries
in numerich orde to read as follows:

Authority: 26 U.S.C 780 * * *

Sectin 54.980141 is al®o issua un-
der 26 U.S.C 9806.

Sectin 54.98012 is al® issua un-
de 26 U.S.C 9806.

Sectin 54.9801-3 is alw issua un-
der 26 U.S.C 9806.

Sectin 54.98014 is al® issua un-
dea 26 U.S.C 9806.

Sectin 54.98015 is alw issua un-
der 26 U.S.C 9801(c)(4) 9801(e)(3),
and 9806.

Sectin 54.98016 is al®o issua un-
der 26 U.S.C 9806.

Sectin 54.98024 is alw issua un-
dea 26 U.S.C 9806.

Section 54.980441 is als issua un-
de 26 U.S.C 9806.

Section 54.98064 is alw issua un-
dea 26 U.S.C 9806 * * *

Par- 2.~ Sectionsm 54.9801-1
54.9801-2 54.9801-3 54.9801 4,
54.9801-5- 54.9801-6- 54.9802-1
54.9804-] ard 54.98064 are addal to
read as follows:

[The text of thes proposé sections
is the sane as the text of §8 54.9801—
1T, 54.9801-2, 54.9801-3, 54.9801-
4T, 54.9801-59, 54.9801-@, 54.9802—
1T,~ 54.9804-T,~ and- 54.9806-T
publishal in T.D. 8716.]

Margarg Milner Richardson,
Commissioneof Internd Revenue.

(Filed by the Office of the Federd Registe on
April 1, 1997, 12:48 p.m, ard publishel in the
isste of the Federa Registe for April 8, 1997, 62
F.R. 16977)




