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Standard Index Associated
Margin

The discount rate on 3-month Treasury Bills 175 basis
points

The discount rate on 6-month Treasury Bills or 12-
month Treasury Bills

150 basis
points

The yield on 1-year Treasury Constant Maturities 100 basis
points

The yield on 2-year Treasury Constant Maturities or
3-year Treasury Constant Maturities

50 basis
points 

The yield on 5-year Treasury Constant Maturities or
7-year Treasury Constant Maturities

25 basis
points 

The yield on 10-year Treasury Constant Maturities or
any longer period Treasury Constant Maturities

0 basis points

Annual rate of change of the Consumer Price Index 3 percentage
points

In developing these standard indices
and associated margins, the Service and
Treasury took into account the histor-
ical relationship between each of these
indices and the rate of interest on 30-
year Treasury securities.

Under the proposal, if a frontloaded
interest credit plan specified a variable
index for use in determining the
amount of interest credits that is equal
to the sum of a standard index (listed
in the table above) and a margin that
exceeds the specified margin associated
with that standard index, distribution of
a single sum equal to the employee’s
hypothetical account balance would not
satisfy both section 411(a) and section
417(e). If such a plan provided that the
rate used for projecting the amount of
future interest credits was no greater
than the interest rate under section
417(e)(3), the projection would result
in a forfeiture. Alternatively, if a
frontloaded interest credit plan pro-
vided for interest credits to be pro-
jected using a rate that exceeded the
section 417(e) interest rate but then
provided for the benefit to be dis-
counted using that same higher rate, the
plan would violate section 417(e).

B. Guidance will be prospective

The anticipated regulations will be
effective prospectively. In addition, for
plan years beginning before the regula-
tions are effective, a frontloaded inter-

est credit plan would not be disquali-
fied for failing to satisfy section 411(a)
or 417(e) if the amount of the distribu-
tion satisfied those sections based on a
reasonable, good-faith interpretation of
the applicable provisions of the Code,
taking into account pre-existing guid-
ance. For this purpose, plans that
comply with the guidance in this notice
are deemed to be applying a reason-
able, good faith interpretation.

V. Comments

The Service and Treasury invite
comments on the proposal described in
this notice. Comments are specifically
requested on other indices for which
guidance may be appropriate and on
guidance that would facilitate the tran-
sition to use of an approved index
(including possible guidance with re-
spect to the application of section
411(d)(6)). Any suggestion of an index
(and associated margin, if any) should
include an analysis of the historical
relationship between the index and the
rate for 30-year Treasury securities.
Comments should be submitted in writ-
ing, referencing Notice 96–7, and ad-
dressed to—

Associate Chief Counsel
(Employee Benefits and Exempt

Organizations) 
CC:EBEO
ATTN: Cash Balance Guidance

Room 5214 
Internal Revenue Service
1111 Constitution Ave., N.W.
Washington, D.C. 20224 

VI. Drafting information 

The principal author of this notice is
Marjorie Hoffman of the Office of the
Associate Chief Counsel (Employee
Benefits and Exempt Organizations).
For further information, contact Ms.
Hoffman at 202-622-6030 (not a toll-
free number).

Weighted Average Interest Rate
Update

Notice 96–9

Notice 88–73 provides guidelines for
determining the weighted average inter-
est rate and the resulting permissible
range of interest rates used to calculate
current liability for the purpose of the
full funding limitation of § 412(c)(7) of
the Internal Revenue Code as amended
by the Omnibus Budget Reconciliation
Act of 1987 and as further amended by
the Uruguay Round Agreements Act,
Pub. L. 103–465 (GATT).

The average yield on the 30-year
Treasury Constant Maturities for De-
cember 1995 is 6.06 percent.

The following rates were determined
for the plan years beginning in the
month shown below.



SEQ  0184 JOB  A18-007-005 PAGE-0027 PT 3 PGS 26-    
REVISED 28MAY96 AT 10:32 BY LR   DEPTH:  65.01 PICAS  WIDTH  46 PICAS 
COMPOSITE COLOR

778/20049/28MAY96/A18-007

27

Month Year
Weighted
Average

90% to 108%
Permissible

Range

90% to 110%
Permissible

Range

January 1996 7.05 6.35 to 7.62 6.35 to 7.76

Drafting Information

The principal author of this notice is
Donna Prestia of the Employee Plans
Division. For further information re-
garding this notice, call (202) 622-6076
between 2:30 and 4:00 p.m. Eastern
time (not a toll-free number). Ms.
Prestia’s number is (202) 622-7377
(also not a toll-free number).


