
Example 1.  (i)  Facts.  A group health plan offers
a wellness program to participants and beneficiaries
under which the plan provides memberships to a
local fitness center at a discount.  

(ii)  Conclusion.  In this Example 1, the reward
under the program is not contingent on satisfying
any standard that is related to a health factor.
Therefore, there is no discrimination based on a
health factor under either paragraph (b) or (c) of this
section and the requirements for a bona fide wellness
program do not apply.

Example 2.  (i)  Facts.  An employer sponsors a
group health plan.  The annual premium for employ-
ee-only coverage is $2,400 (of which the employer
pays $1,800 per year and the employee pays $600
per year).  The plan implements a wellness program
that offers a $240 rebate on premiums to program
enrollees.

(ii)  Conclusion.  In this Example 2, the program
satisfies the requirements of paragraph (f)(1)(i) of
this section because the reward for the wellness pro-
gram, $240, does not exceed [10/15/20] percent of
the total annual cost of employee-only coverage,
[$240/$360/$480].   ($2,400 x [10/15/20]% =
[$240/$360/$480].)

Example 3.  (i)  Facts.  A group health plan gives
an annual premium discount of [10/15/20] percent of
the cost of employee-only coverage to participants
who adhere to a wellness program.  The wellness
program consists solely of giving an annual choles-
terol test to participants.  Those participants who
achieve a count under 200 receive the premium dis-
count for the year.

(ii)  Conclusion.  In this Example 3, the program
is not a bona fide wellness program.  The program
fails to satisfy the requirement of being available to
all similarly situated individuals because some par-
ticipants may be unable to achieve a cholesterol
count of under 200 and the plan does not make avail-
able a reasonable alternative standard for obtaining
the premium discount.  (In addition, plan materials
describing the program are required to disclose the
availability of the reasonable alternative standard for
obtaining the premium discount.)  Thus, the premi-
um discount violates paragraph (c) of this section
because it may require an individual to pay a higher
premium based on a health factor of the individual
than is required of a similarly situated individual
under the plan.

Example 4.  (i)  Facts.  Same facts as Example 3,
except that if it is unreasonably difficult due to a
medical condition for a participant to achieve the tar-
geted cholesterol count (or if it is medically inadvis-
able for a participant to attempt to achieve the tar-
geted cholesterol count), the plan will make
available a reasonable alternative standard that takes
the relevant medical condition into account.  In addi-
tion, all plan materials describing the terms of the
program include the following statement: “If it is
unreasonably difficult due to a medical condition for
you to achieve a cholesterol count under 200, or if it
is medically inadvisable for you to attempt to
achieve a count under 200, call us at the number
below and we will work with you to develop anoth-
er way to get the discount.”  Individual D is unable
to achieve a cholesterol count under 200.  The plan
accommodates D by making the discount available
to D, but only if D complies with a low-cholesterol
diet.

(ii)  Conclusion.  In this Example 4, the program

is a bona fide wellness program because it satisfies
the four requirements of this paragraph (f).  First, the
program complies with the limits on rewards under a
program.  Second, it is reasonably designed to pro-
mote good health or prevent disease.  Third, the
reward under the program is available to all similar-
ly situated individuals because it accommodates
individuals for whom it is unreasonably difficult due
to a medical condition to achieve the targeted count
(or for whom it is medically inadvisable to attempt
to achieve the targeted count) in the prescribed peri-
od by providing a reasonable alternative standard.
Fourth, the plan discloses in all materials describing
the terms of the program the availability of a reason-
able alternative standard.  Thus, the premium dis-
count does not violate this section.

Example 5.  (i)  Facts.  A group health plan will
waive the $250 annual deductible (which is less than
[10/15/20] percent of the annual cost of employee-
only coverage under the plan) for the following year
for participants who have a body mass index
between 19 and 26, determined shortly before the
beginning of the year.  However, any participant for
whom it is unreasonably difficult due to a medical
condition to attain this standard (and any participant
for whom it is medically inadvisable to attempt to
achieve this standard) during the plan year is given
the same discount if the participant walks for 20
minutes three days a week.  Any participant for
whom it is unreasonably difficult due to a medical
condition to attain either standard (and any partici-
pant for whom it is medically inadvisable to attempt
to achieve either standard during the year) is given
the same discount if the individual satisfies a rea-
sonable alternative standard that is tailored to the
individual’s situation.  All plan materials describing
the terms of the wellness program include the fol-
lowing statement:  “If it is unreasonably difficult due
to a medical condition for you to achieve a body
mass index between 19 and 26 (or if it is medically
inadvisable for you to attempt to achieve this body
mass index) this year, your deductible will be waived
if you walk for 20 minutes three days a week.  If you
cannot follow the walking program, call us at the
number above and we will work with you to devel-
op another way to have your deductible waived, such
as a dietary regimen.”

(ii)  Conclusion.  In this Example 5, the program
is a bona fide wellness program because it satisfies
the four requirements of this paragraph (f).  First, the
program complies with the limits on rewards under a
program.  Second, it is reasonably designed to pro-
mote good health or prevent disease.  Third, the
reward under the program is available to all similar-
ly situated individuals because it generally accom-
modates individuals for whom it is unreasonably dif-
ficult due to a medical condition to achieve (or for
whom it is medically inadvisable to attempt to
achieve) the targeted body mass index by providing
a reasonable alternative standard (walking) and it
accommodates individuals for whom it is unreason-
ably difficult due to a medical condition (or for
whom it is medically inadvisable to attempt) to walk
by providing an alternative standard that is reason-
able for the individual.  Fourth, the plan discloses in
all materials describing the terms of the program the
availability of a reasonable alternative standard for
every individual.  Thus, the waiver of the deductible
does not violate this section.

Example 6. (i)  Facts.  In conjunction with an

annual open enrollment period, a group health plan
provides a form for participants to certify that they
have not used tobacco products in the preceding
twelve months.  Participants who do not provide the
certification are assessed a surcharge that is
[10/15/20] percent of the cost of employee-only cov-
erage. However, all plan materials describing the
terms of the wellness program include the following
statement:  “If it is unreasonably difficult due to a
health factor for you to meet the requirements under
this program (or if it is medically inadvisable for you
to attempt to meet the requirements of this program),
we will make available a reasonable alternative stan-
dard for you to avoid this surcharge.”  It is unrea-
sonably difficult for Individual E to stop smoking
cigarettes due to an addiction to nicotine (a medical
condition).  The plan accommodates E by requiring
E to participate in a smoking cessation program to
avoid the surcharge.  E can avoid the surcharge for
as long as E participates in the program, regardless
of whether E stops smoking (as long as E continues
to be addicted to nicotine).

(ii)  Conclusion.  In this Example 6, the premium
surcharge is permissible as a bona fide wellness pro-
gram because it satisfies the four requirements of
this paragraph (f).  First, the program complies with
the limits on rewards under a program.  Second, it is
reasonably designed to promote good health or pre-
vent disease.  Third, the reward under the program is
available to all similarly situated individuals because
it accommodates individuals for whom it is unrea-
sonably difficult due to a medical condition (or for
whom it is medically inadvisable to attempt) to quit
using tobacco products by providing a reasonable
alternative standard.  Fourth, the plan discloses in all
materials describing the terms of the program the
availability of a reasonable alternative standard.
Thus, the premium surcharge does not violate this
section.

* * * * *
Dated June 22, 2000.

Nancy-Ann Min DeParle,
Administrator, Health Care Financing

Administration.

Approved August 29, 2000.

Donna E. Shalala,
Secretary.

(Filed by the Office of the Federal Register on Janu-
ary 5, 2001, 8:45 a.m., and published in the issue of
the Federal Register for January 8, 2001, 66 F.R.
1421)

Request for Ideas for Exempt
Organizations Plain-Language
Publications and Voluntary
Compliance Programs

Announcement 2001-14

The Exempt Organizations function of
the Tax Exempt and Government Entities
Division (TE/GE) is requesting comments
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in two areas directly related to its in-
creased emphasis on enhancing voluntary
compliance.  As part of its reorganization,
a new Customer Education and Outreach
office has been created within Exempt
Organizations.  This office will be respon-
sible for coordinating and redesigning the
means by which Exempt Organizations
interacts with its community.  Exempt Or-
ganizations, as restructured, also contem-
plates the establishment of an office of
voluntary compliance.

This announcement is to request com-
ments and suggestions relating to areas
within the jurisdiction of these two new
offices.  First, suggestions are being so-
licited for new initiatives in the areas of
outreach and education.  In particular,
help is solicited on two items: IRS Inter-
net web-page content and plain language
publications.  It is anticipated that Exempt
Organizations will develop a web page
for use in communicating with its cus-
tomers.  Suggestions are solicited on how
such a web page should be designed and
what content should be included.  Exempt
Organizations also intends to aggressively
pursue the issuance of plain language
publications for use by its customers.  In
the past, these publications have been
successful in helping to promote compli-
ance.  For example, Exempt Organiza-
tions has issued plain-language publica-
tions on various topics, including the

Gaming Publication for Tax-Exempt Or-
ganizations, Pub. 3079 (4-98), the Tax
Guide for Veterans’ Organizations, Pub.
3386 (6-99), and the Draft Tax Guide For
Churches and Other Religious Organiza-
tions, Pub. 1828 (9-94).  Exempt Organi-
zations plans to issue more plain-lan-
guage publications in the future as part of
its increased focus on customer education
and outreach.

Second, as its new design indicates, the
Exempt Organizations function is plan-
ning on establishing voluntary compliance
programs.  It is anticipated that there may
be several programs, some of which are
very targeted (e.g.,  in 1992, Exempt Or-
ganizations established a voluntary com-
pliance program to resolve tax exemption
issues arising from gross or net revenue
stream joint ventures between hospitals
and their medical staffs in announcement
92-70, 1992-19 I.R.B. 89.)  Other volun-
tary compliance programs may be much
broader.  For example, consideration will
be given to programs to cover those orga-
nizations that came to the Internal Rev-
enue Service as non-filers or to correct
previous compliance difficulties.

Exempt Organizations invites inter-
ested members of the public to submit
written suggestions for topics for plain-
language  publications, IRS Internet web-
site content, or suggestions for additional
voluntary compliance programs.  Mem-

bers of the public are further invited to
submit drafts of proposed plain-language
publications or proposed voluntary com-
pliance programs if they so desire.  All
submissions will be available for public
inspection and copying in their entirety.

ADDRESS

Members of the public may submit
suggestions or drafts by electronic mes-
sage, by mail, or by hand delivery.  Elec-
tronic messages may be addressed to
*TE/GE-Exempt@irs.gov. Mail may be
addressed to Ms. Virginia Richardson,
T:EO, 1111 Constitution Avenue, NW,
Washington, D.C. 20224, Attn: 2001-14.
Hand delivered items may be addressed to
Ms. Virginia Richardson, T:EO, Attn:
2001-14, and delivered, between 8:00
a.m. and 5:00 p.m., to the Courier’s Desk,
1111 Constitution Avenue, NW, Washing-
ton, D.C. 20224.  Exempt Organizations
regrets that it will be unable to respond in-
dividually to suggestions or drafts.

DRAFTING INFORMATION

The principal author of this announce-
ment is Virginia Richardson of Exempt
Organizations.  For further information
regarding this announcement contact Vir-
ginia Richardson at (202) 283-8938 (not a
toll-free call). 
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Announcement of the Consent Voluntary Suspension of Attorneys,
Certified Public Accountants, Enrolled Agents, and Enrolled Actuaries
From Practice Before the Internal Revenue Service

Under 31 Code of Federal Regulations,
Part 10, an attorney, certified public ac-
countant, enrolled agent or enrolled actu-
ary, in order to avoid the institution or
conclusion of a proceeding for his disbar-
ment or suspension from practice before
the Internal Revenue Service, may offer
his consent to suspension from such prac-
tice. The Director of Practice, in his dis-
cretion, may suspend an attorney, certified
public accountant, enrolled agent or en-
rolled actuary in accordance with the con-
sent offered.

Attorneys, certified public accountants,
enrolled agents and enrolled actuaries are
prohibited in any Internal Revenue Ser-

vice matter from directly or indirectly em-
ploying, accepting assistance from, being
employed by or sharing fees with, any
practitioner disbarred or suspended from
practice before the Internal Revenue Ser-
vice.

To enable attorneys, certified public ac-
countants, enrolled agents and enrolled ac-
tuaries to identify practitioners under con-
sent suspension from practice before the
Internal Revenue Service, the Director of
Practice will announce in the Internal Rev-
enue Bulletin the names and addresses of
practitioners who have been suspended
from such practice, their designation as at-
torney, certified public accountant, en-

rolled agent or enrolled actuary, and date
or period of suspension. This announce-
ment will appear in the weekly Bulletin at
the earliest practicable date after such ac-
tion and will continue to appear in the
weekly Bulletins for five successive
weeks or for as many weeks as is practica-
ble for each attorney, certified public ac-
countant, enrolled agent or enrolled actu-
ary so suspended and will be consolidated
and published in the Cumulative Bulletin.

The following individuals have been
placed under consent suspension from
practice before the Internal Revenue Ser-
vice:


