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U.S. bank or broker, or a payment from
sources without the United States. See
§§31.3406–0 through 31.3406(i)–1 of
this chapter for rules that apply to other
transactions after December 31, 1996.

PART 301—PROCEDURE AND
ADMINISTRATION

Par. 15. The authority for part 301
continues to read in part as follows:

Authority: 26 U.S.C. 7805 * * *
Par. 16. Section 301.6109–1 is

amended by: 
1. Revising the third sentence in

paragraph (a)(1).
2. Revising the first sentence in

paragraph (h).
The revised sentences read as

follows:

§301.6109–1 Identifying numbers.

(a) In general—(1) Social security
numbers and employer identification
numbers. * * * Social security numbers
identify individual persons, while
employer identification numbers iden-
tify corporations, partnerships, non-
profit associations, trusts, estates of
decedents, and similar nonindividual 
persons. * * *

* * * * * *

(h) Effective date. The provisions of
this section are effective for informa-
tion that must be furnished after April
15, 1974, except that the requirement
that an estate obtain an Employer
Identification Number applies on and
after January 1, 1984. * * *

602—OMB CONTROL NUMBERS
UNDER THE PAPERWORK
REDUCTION ACT

Par 17. The authority for part 602
continues to read as follows:

Authority: 26 U.S.C. 7805.
Par. 18. In §602.101, paragraph (c) is

amended by adding an entry to the
table in numerical order to read as
follows:
‘‘§31.3406(a)–1—§31.3406(i)–1 . . .
1545–0112’’.

Dated November 28, 1995.

Margaret Milner Richardson,
Commissioner of

Internal Revenue.

Section 4980B.—Continuation
Coverage Requirements of Group
Health Plans

Two COBRA premium issues. Guid-
ance is given on two premium issues
that arise under the continuation
coverage requirements for group health
plans in section 4980B of the Code.

Rev. Rul. 96–8

ISSUES

(1) Under the facts of situation 1
below, may the plan require that two
qualified beneficiaries receiving
COBRA continuation coverage with
respect to the same qualifying event
jointly pay 102 percent of the family
rate?

(2)(a) Under the facts of situation
2(a) below, may the plan require that a
sole qualified beneficiary receiving
COBRA continuation coverage pay 102
percent of the family rate?

(b) Under the facts of situation 2(b)
below, may the plan require that a sole
qualified beneficiary receiving COBRA
continuation coverage pay 102 percent
of the individual rate?

FACTS

Situation 1. Plan P is a group health
plan subject to the COBRA continua-
tion coverage requirements of § 4980B
of the Internal Revenue Code. P covers
eligible employees and their eligible
spouses and dependent children. The
benefits under P are provided solely
through a contract with insurance com-
pany I.

I charges P one of two premium
rates for each eligible employee cov-
ered under P: a rate of $150 per month
where only the employee is covered
(the ‘‘individual rate’’), and a rate of
$400 per month where a spouse or one
or more dependent children are covered
together with the employee (the ‘‘fam-
ily rate’’). There are no experience
rebates or dividends under P’s contract
with I.

Employee E has a spouse S. A
qualifying event occurs that results in a
loss of coverage under P for E and S.
Neither E nor S is disabled at the time
of the qualifying event. COBRA con-
tinuation coverage is elected for E and
S. I charges P the family rate for
covering E and S, and P requires that E
and S jointly pay 102 percent of the
family rate.

Situation 2. (a) The facts are the
same as in situation 1, except that,
instead of COBRA continuation cover-
age being elected for both E and S, it is
elected only for S. I charges P the
family rate for S’s coverage, and P
requires that S pay 102 percent of the
family rate.

(b) The facts are the same as in
paragraph (a) of this situation 2 except
that P requires that S pay 102 percent
of the individual rate.

LAW

Title X of the Consolidated Omnibus
Budget Reconciliation Act of 1985
(COBRA), P.L. 99–272, established
continuation coverage requirements for
certain group health plans (the
‘‘COBRA continuation coverage re-
quirements’’). These requirements, as
amended by subsequent legislation, are
now codified in § 4980B of the Code.
Section 4980B imposes an excise tax if
a plan subject to the COBRA continua-
tion coverage requirements fails to
comply with those requirements.

Under § 4980B(f)(1) of the Code,
‘‘qualified beneficiaries’’ (generally de-
fined in § 4980B(g)(1) as employees,
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their spouses, and their dependent
children) are entitled to elect COBRA
continuation coverage upon the occur-
rence of ‘‘qualifying events.’’ A
qualifying event is an event such as a
termination of employment, death, di-
vorce, or other event described in
§ 4980B(f)(3), if the event results in a
loss of coverage under the plan.

Section 4980B(f)(2)(C) permits a
plan to require the payment of a
premium for any period of COBRA
continuation coverage, but limits that
premium to 102 percent of the applica-
ble premium for that period. (This limit
is increased to 150 percent of the
applicable premium in cases where a
qualified beneficiary has obtained an
extension of the maximum required
period of COBRA continuation cover-
age under § 4980B(f)(2)(B) because of
disability at the time of the qualifying
event.)

The applicable premium is defined in
§ 4980B(f)(4)(A) of the Code, with
respect to any period of continuation
coverage of qualified beneficiaries, as
the cost to the plan for that period of
the coverage for similarly situated
beneficiaries with respect to whom a
qualifying event has not occurred
(without regard to whether the cost is
paid by the employer or the employee).
Under § 4980B(f)(4)(C), the applicable
premium is required to be determined
for a period of 12 months, and the
determination must be made before the
beginning of that period.

Under § 4980B(f)(5)(B) of the Code,
if there is a choice among types of
coverage under the plan, each qualified
beneficiary is entitled to make a
separate election among the types of
coverage. H.R. Conf. Rep. No. 841,
99th Cong., 2d Sess. II–859 (1986)
clarifies that each qualified beneficiary
is entitled to a separate election of
continuation coverage, and that a
spouse or dependent child can elect
continuation coverage even when the
employee does not.

In accordance with H.R. Conf. Rep.
No. 453, 99th Cong., 1st Sess. 563
(1985), until final regulations are pub-
lished, the excise tax imposed by
§ 4980B will not apply if employers
and group health plans operate in good
faith compliance with a reasonable
interpretat ion of the s ta tutory
requirements.

ANALYSIS

(1) P is charged two rates for plan
beneficiaries with respect to whom a

qualifying event has not occurred, an
individual rate for coverage of the
employee only, and a family rate for
coverage of the employee and a spouse
or one or more dependents. In situation
1, both E and S are receiving COBRA
continuation coverage. If there had not
been a qualifying event, E and S would
have belonged to the category of bene-
ficiaries consisting of an employee and
one or more family members (a spouse
or one or more dependent children), all
of whom are covered as a family. Be-
cause I charges P the family rate for an
employee in this category, it is a
reasonable interpretation of the statu-
tory requirements for P to determine
that the family rate is the applicable
premium for E and S. Consequently, if
P operates in good faith compliance
with this interpretation, P will not fail
to meet the COBRA continuation
coverage requirements by requiring that
E and S jointly pay 102 percent of the
family rate.

The conclusion in situation 1 is the
same for any two or more qualified
beneficiaries with respect to the same
qualifying event. Thus, if E and S had
a dependent child C who also lost
coverage under P as a result of the
qualifying event, it would be a reason-
able interpretation of the statutory
requirements for P to require the joint
payment of up to 102 percent of the
family rate if COBRA continuation
coverage were elected for E and C. The
conclusion in situation 1 would also be
the same if COBRA continuation
coverage were elected for S and C
because these two qualified benefici-
aries are members of the same family,
and they are similarly situated to the
category of two or more beneficiaries
from the same family.

(2)(a) In situation 2(a), only spouse S
has COBRA continuation coverage. As
an individual, the sole qualified bene-
ficiary S is not similarly situated to the
family category of beneficiaries, which
includes only groups of two or more
individuals. Consequently, it is not a
reasonable interpretation of the statu-
tory requirements for P to determine
that the applicable premium for S is the
family rate, and P fails to meet the
COBRA continuation coverage require-
ments in situation 2(a) by requiring that
S pay 102 percent of the family rate.

The conclusion in situation 2(a) is
the same in any case where COBRA
continuation coverage is elected only
for one qualified beneficiary in a
family. Thus, if E and S had a

dependent child C who also lost
coverage under P as a result of the
qualifying event, P would also fail to
meet the COBRA continuation cover-
age requirements by requiring the
payment of 102 percent of the family
rate if COBRA continuation coverage
were elected only for C (or only for E).

(2)(b) In situation 2(b), P requires
that S pay 102 percent of the individual
rate. As noted above, under the facts of
situation 2(b), the sole qualified bene-
ficiary S is not similarly situated to the
family category of beneficiaries, which
includes only groups of two or more
individuals. However, it is a reasonable
interpretation of the statutory require-
ments for P to determine that S, a sole
qualified beneficiary receiving COBRA
continuation coverage, is similarly situ-
ated to the employee-only category of
beneficiaries, for whom P is charged
the individual rate, and that the appli-
cable premium for S is the individual
rate. Consequently, if P operates in
good faith compliance with this inter-
pretation, P will not fail to meet the
COBRA continuation coverage require-
ments by requiring that S pay 102
percent of the individual rate.

The conclusion in situation 2(b) is
the same in any case where COBRA
continuation coverage is elected only
for one qualified beneficiary in a
family. Thus, if E and S had a
dependent child C who also lost
coverage under P as a result of the
qualifying event, it would be a reason-
able interpretation of the statutory
requirements for P to require the
payment of up to 102 percent of the
individual rate if COBRA continuation
coverage were elected only for C (or
only for E).

HOLDINGS

(1) Under the facts of situation 1,
the plan will not fail to meet the
COBRA continuation coverage require-
ments merely because it, in good faith,
requires that two qualified beneficiaries
receiving COBRA continuation cover-
age with respect to the same qualifying
event jointly pay up to 102 percent of
the family rate.

(2)(a) Under the facts of situation
2(a), the plan will fail to meet the
COBRA continuation coverage require-
ments by requiring that a sole qualified
beneficiary receiving COBRA con-
tinuation coverage pay 102 percent of
the family rate.
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(b) Under the facts of situation 2(b),
the plan will not fail to meet the
COBRA continuation coverage require-
ments merely because it, in good faith,
requires that a sole qualified benefici-
ary receiving COBRA continuation
coverage pay up to 102 percent of the
individual rate.

DRAFTING INFORMATION

The principal author of this revenue
ruling is Russ Weinheimer of the
Office of the Associate Chief Counsel
(Employee Benefits and Exempt Orga-
nizations). For further information re-
garding this revenue ruling, contact Mr.
Weinheimer at (202) 622-4695 (not a
toll-free number).

Section 6011.—General Requirements
of Return, Statement or List 

26 CFR 31.6011(a)–7: Execution of Returns.

Procedures for execution of tax returns by an
agent is provided. See Rev. Proc. 96–17, page 69.

26 CFR 31.6011(a)–7: Execution of Returns.

Procedures for execution of an electronically
filed Form 941 by an agent is provided. See Rev.
Proc. 96–19, page 80.

26 CFR 31.6011(a)–8: Composite return in lieu
of specified form.

Procedures for using a composite return instead
in lieu of paper Forms 940, 941, or 945 is
provided. See Rev. Proc. 96–18, page 73.

Section 6011.—General Requirement
of Return, Statement or List

26 CFR 31.6011(a)–8: Composite return in lieu
of specified form.

Procedures for using a composite return instead
in lieu of a paper Form 941. See Rev. Proc. 96–
19, page 80.

Section 6012.—Persons Required to
Make Returns of Income

26 CFR 1.6012–5: Composite return in lieu of
specified form.

What are the requirements for participation in
the 1996 On-Line Filing Program for the Form
1040 series? See Rev. Proc. 96–20, page 88.

Section 6051.—Receipts for
Employees

26 CFR 31.6051–1: Statements for employees.

T.D. 8636

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Parts 31 and 301

Time for Furnishing Wage Statements
on Termination of Employer’s
Operations

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains
final regulations concerning the time for
fu rn i sh ing wage s t a t emen t s t o
employees and for filing wage state-
ments with the Social Security Admin-
istration upon the termination of an
employer’s operations. These regula-
tions will affect employers and their
employees in the year the employer
ceases to pay wages. These regulations
are intended to improve the wage recon-
ciliation process between the Social Se-
curity Administration and the IRS. 

EFFECTIVE DATE: These regulations
are effective January 1, 1997.

ADDRESSES: Send submissions to:
CC:DOM:CORP:T:R (EE–83–89),
Room 5228, Internal Revenue Service,
POB 7604, Ben Franklin Station, Wash-
ington, DC 20044. In the alternative,
submissions may be hand delivered be-
tween the hours of 8 a.m. and 5 p.m. to:
CC:DOM:CORP:T:R (EE–83–89), Cou-
rier’s Desk. Internal Revenue Service,
1111 Constitution Avenue NW, Wash-
ington, DC.

FOR FURTHER INFORMATION
CONTACT: Jean M. Casey, (202)
622-6040 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

On December 22, 1994, the Federal
Register (59 FR 65982 [EE–83–89,
1995–1 C.B. 845]) published a notice of
proposed rulemaking which required an
employer to furnish Forms W–2 to

employees and to file Forms W–2 and
W–3 with the Social Security Admin-
istration (SSA) at the same time that the
employer is required to file the final
Form 941 with the IRS. 

Written comments responding to the
notice of proposed rulemaking were re-
ceived. A public hearing was held on
May 8, 1995, pursuant to a notice pub-
lished in the Federal Register on March
24, 1995 (60 FR 15526). After consid-
eration of the comments that were re-
ceived in response to the notice of
proposed rulemaking and at the hearing,
the IRS and Treasury adopt the pro-
posed regulations, as amended and re-
vised by this Treasury decision. 

Explanation of Revisions and Summary
of Comments

Availability of Forms W–2

The regulations, as proposed, would
have required an employer who ceases
paying wages to furnish Form W–2 to
employees and file Forms W–2 and W–
3 with SSA on or before the date on
which the final Form 941 is required to
be filed with the IRS. Form 941 is
generally due quarterly, on or before the
last day of the first calendar month
following the period for which it is
made (i.e., April 30, July 31, October
31, and January 31). Consequently, if an
employer ceased paying wages in the
first quarter of the calendar year, the
Forms 941, W–2 and W–3 would be due
by April 30. Some commentators ex-
pressed concern that Forms W–2 and
W–3 are not available in the first quar-
ter of the calendar year. Commentators
questioned whether using prior year
Forms W–2 was an acceptable alterna-
tive if current year forms were
unavailable.

Under the Internal Revenue Code and
the existing regulations, an employee
may request the Form W–2 at any time
during the year if the employee is termi-
nated and there is no reasonable expec-
tation on the part of the employer or the
employee of further employment during
the calendar year. Therefore, Forms W–
2 are available from the IRS, either
through the mail or at the district of-
fices, in January of each year. Specifica-
tions for the private printing of sub-
stitute Forms W–2, however, are not
always available during the first quarter
of the calendar year. Thus, during this
period, employers may be limited to
using the Forms W–2 printed by the
IRS. Neither prior year Forms W–2 nor


