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Notice of Proposed Rulemaking
and Notice of Public Hearing

EIC Eligibility Requirements

REG–116608–97

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Notice of proposed rulemak-
ing by cross-reference to temporary regu-
lations and notice of public hearing.

SUMMARY:  In T.D. 8773, page 4 of this
Bulletin, the IRS is issuing temporary
regulations pertaining to the eligibility re-
quirements for certain taxpayers denied
the earned income credit (EIC) as a result
of the deficiency procedures.  The text of
those temporary regulations also serves as
the text of these proposed regulations.
This document also provides notice of a
public hearing on these proposed regula-
tions.

DATES:  Written comments must be re-
ceived by September 23, 1998.  Requests
to speak (with outlines of oral comments)
at a public hearing scheduled for Wednes-
day, October 21, 1998, must be received
by September 30, 1998.

ADDRESSES:  Send submissions to:
CC:DOM:CORP:R (REG–116608–97),
room 5228, Internal Revenue Service,
POB 7604, Ben Franklin Station, Wash-
ington, DC 20044.  Submissions may be
hand delivered between the hours of 8
a.m. and 5 p.m. to: CC:DOM:CORP:R
(REG–116608–97), Courier’s Desk, In-
ternal Revenue Service, 1111 Constitution
Avenue, NW, Washington, DC.  Alterna-
tively, taxpayers may submit comments
electronically via the Internet by selecting
the “Tax Regs” option on the IRS Home
Page, or by submitting comments directly
to the IRS Internet site at http://www.irs.
ustreas.gov/prod/tax_regs/comments.html.
The public hearing will be held in room
2615, Internal Revenue Building, 1111
Constitution Avenue, NW, Washington,
DC  20224. 

FOR FURTHER INFORMATION CON-
TACT:  Concerning the regulations, Karin

Loverud, 202-622-6060; concerning sub-
missions or the hearing, LaNita VanDyke,
202-622-7190 (not toll-free numbers).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collection of information con-
tained in this notice of proposed rulemak-
ing has been submitted to the Office of
Management and Budget for review in ac-
cordance with the Paperwork Reduction
Act of 1995 (44 U.S.C. 3507(d)).  Com-
ments on the collection of information
should be sent to the Office of Manage-
ment and Budget,Attn: Desk Officer for
the Department of the Treasury, Office of
Information and Regulatory Affairs,
Washington, DC 20503, with copies to
the Internal Revenue Service,Attn: IRS
Reports Clearance Officer, T:FP, Wash-
ington, DC 20224.  Comments on the col-
lection of information should be received
by August 24, 1998.  Comments are
specifically requested concerning:

Whether the proposed collection of in-
formation is necessary for the proper per-
formance of the functions of the Internal
Revenue Service, including whether the
information will have practical utility;

The accuracy of the estimated burden
associated with the proposed collection of
information (see below);

How the quality, utility, and clarity of
the information to be collected may be en-
hanced; 

How the burden of complying with the
proposed collection of information may
be minimized, including through the ap-
plication of automated collection tech-
niques or other forms of information tech-
nology; and

Estimates of capital or start-up costs and
costs of operation, maintenance, and pur-
chase of services to provide information.  

The collection of information in this
proposed regulation is in §1.32–3.  This
information is required to conform with
the statute and to permit the taxpayer to
claim the EIC.  This information will be
used by the IRS to determine whether the
taxpayer is entitled to claim the EIC.  The
collection of information is mandatory.
The likely respondents are individuals.

The burden is reflected in the burden of
Form 8862.

An agency may not conduct or sponsor,
and a person is not required to respond to,

a collection of information unless it dis-
plays a valid control number assigned by
the Office of Management and Budget.

Books or records relating to a collec-
tion of information must be retained as
long as their contents may become mater-
ial in the administration of any internal
revenue law.  Generally, tax returns and
tax return information are confidential, as
required by 26 U.S.C. 6103.

Background

The temporary regulations published in
T.D. 8773 add §1.32–3T to the Income
Tax Regulations.  

The text of those temporary regulations
also serves as the text of these proposed
regulations.  The preamble to the tempo-
rary regulations explains the temporary
regulations.

Special Analyses

It has been determined that this notice of
proposed rulemaking is not a significant
regulatory action as defined in EO 12866.
Therefore, a regulatory assessment is not
required.  It also has been determined that
section 553(b) of the Administrative Pro-
cedure Act (5 U.S.C. chapter 5) does not
apply to these regulations.

It is hereby certified that these regula-
tions will not have a significant economic
impact on a substantial number of small
entities.  This certification is based upon
the fact that the underlying statute applies
only to individuals.  Therefore, a Regula-
tory Flexibility Analysis under the Regu-
latory Flexibility Act (5 U.S.C. chapter 6)
is not required.

Pursuant to section 7805(f) of the Inter-
nal Revenue Code, this notice of pro-
posed rulemaking will be submitted to the
Chief Counsel for Advocacy of the Small
Business Administration for comment on
its impact on small business. 

Comments and public hearing

Before these proposed regulations are
adopted as final regulations, considera-
tion will be given to any written com-
ments (a signed original and eight copies)
that are submitted timely (in the manner
described in the ADDRESSES portion of
this preamble) to the IRS.  All comments
will be available for public inspection and
copying.
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A public hearing has been scheduled
for Wednesday, October 21, 1998, at 10
a.m., in room 2615, Internal Revenue
Building, 1111 Constitution Avenue, NW,
Washington, DC.  Because of access re-
strictions, visitors will not be admitted be-
yond the building lobby more than 15
minutes before the hearing starts.

The rules of §601.601(a)(3) apply to
the hearing.

Persons that have submitted written
comments by September 23, 1998, and
want to present oral comments at the
hearing must submit, not later than Sep-
tember 30, 1998, an outline of the topics
to be discussed and the time to be devoted
to each topic.  A period of 10 minutes will
be allotted to each person for making
comments.

An agenda showing the scheduling of
the speakers will be prepared after the
deadline for receiving outlines has
passed.  Copies of the agenda will be
available free of charge at the hearing.

Drafting Information

The principal author of these proposed
regulations is Karin Loverud, Office of
the Associate Chief Counsel (Employee
Benefits and Exempt Organizations), IRS.
However, other personnel from the IRS
and the Treasury Department participated
in their development. 

* * * * *

Proposed Amendments to the Regulations

Accordingly, 26 CFR part 1 is pro-
posed to be amended as follows:

PART 1—INCOME TAXES

Paragraph 1.  The authority citation for
part 1 continues to read in part as follows:

Authority:  26 U.S.C. 7805  * * * 
Par. 2.  Section 1.32–3 is added to read

as follows:

§1.32–3  Eligibility Requirements.

[The text of this proposed section is the
same as the text of §1.32–3T published in
T.D. 8773.]

Michael P. Dolan,
Deputy Commissioner of 

Internal Revenue. 

(Filed by the Office of the Federal Register on June

25, 1998, 8:45 a.m., and published in the issue of the
Federal Register for June 25, 1998, 63 F.R. 34615)

Request for Information—New
Technologies in Retirement
Plans

Announcement 98–62 

The Internal Revenue Service and the
Department of the Treasury request com-
ments from the public relating to the use
of new technologies (sometimes referred
to as “paperless” technologies) in the ad-
ministration of retirement plans.  The Ser-
vice and Treasury are in the process of de-
veloping guidance relating to the use of
new technologies in communications be-
tween retirement plans and their partici-
pants.  This announcement solicits com-
ments on a number of specific issues.
However, comments and suggestions
from interested parties concerning other
issues pertinent to these technologies are
also requested.

BACKGROUND

Section 1510 of the Taxpayer Relief
Act of 1997 (“TRA ’97”), Pub. L. 105–
34, provides that the Secretary of the
Treasury and the Secretary of Labor each
shall issue guidance designed to interpret
the notice, election, consent, disclosure,
and time requirements (and related
recordkeeping requirements) under the
Internal Revenue Code of 1986 and the
Employee Retirement Income Security
Act of 1974 relating to retirement plans as
applied to the use of new technologies by
plan sponsors and administrators.  Section
1510 requires the guidance to maintain
the protection of the rights of participants
and beneficiaries.  Section 1510 further
provides that the guidance shall clarify
the extent to which writing requirements
under the Internal Revenue Code of 1986
relating to retirement plans shall be inter-
preted to permit paperless transactions.  

SPECIFIC ISSUES FOR COMMENT

The Service invites interested parties to
submit information concerning the appli-
cation of new or paperless technologies in
the administration of retirement plans and
concerning any issues that such technolo-
gies have presented for plan sponsors, ad-

ministrators, participants or beneficiaries.
Specifically, interested members of the
public are invited to describe new tech-
nologies that are commonly used in plan
administration, and to indicate the extent
to which these technologies, and the man-
ner in which they are used, adequately
protect the rights of participants and bene-
ficiaries.  Commentators also are invited
to contrast characteristics and appli-
cations of technologies that adequately
protect the rights of participants and bene-
ficiaries with characteristics and appli-
cations that may not provide such pro-
tection.  The Service is particularly
interested in receiving specific comments
regarding the paperless administration of
participant elections and consents, plan
notices, plan loans, and distributions.

In addition to the information requested
above, comments are specifically invited
on the following questions:

•  Would it be preferable for guidance
to focus on specific uses of existing tech-
nologies or to take the form of generally
applicable principles or standards?  If
commentators recommend that guidance
take the form of generally applicable prin-
ciples or standards, it is requested that the
comments identify suggested  principles
or standards as specifically as possible
(including any variations appropriate for
different technologies).

• To what extent, if any, do the terms
“election” and “consent” imply a writing
or signature requirement?

• To what extent should paperless
identification mechanisms (for example, a
Personal Identification Number (“PIN”)
or password) be treated as satisfying a
legal requirement of a “writing” or a sig-
nature?

•  Should the requirement to provide a
notice during a specified period (such as
the requirement to provide a § 402(f) no-
tice no less than 30 and no more than 90
days before the date of an eligible rollover
distribution) be deemed to be satisfied by
providing a written copy of a full notice
on a less frequent basis (for example,
once a year) if participants or beneficia-
ries, when initiating a transaction to
which the notice relates (such as request-
ing a distribution), are given an oral or
recorded summary of the notice and told
how to obtain a copy of the full notice? 


