Section 417.—Definitions and SUPPLEMENARY INFORMATION: used for certain purposes to determine

Special Rules for Purposes of compliance with the limit under section
M?nimum survivor Anrr)wity Background 415(b) is the applicable interest rate as de-

Requirements This document contains amendments {1€d in section 417(e)(3). Because the
the Incone Tax Regulations (26 CFR part'tes Of section 417(e)(3fact the appli-
26 CFR 1.417(e)-1: Restrictions and valuations of 1) under section 417(e). Section 417( ation of sections ¥ (a)(11)(B) and

distributions from plans subject to sections was amended by the Retirement Prote 115(b)(2)(E)(ii), the guidance provided
401(a)@1) and 417. tion Act of 1994 (FPA '94). On April 5, by thgse r;aghulatlons is relevant to the ap-
TD. 8768 1995, temporary regulations (TD 8597 Plication of those provisions.

under section 417(e) were published iEpranation of provisions
DEPARTMENT OF THE TREASURY  the Federal Registe (60 FR. 17216) A

Internal Revenue Service notice of proposed rulemaking (EE— Section 417(e) restricts the ability of

26 CFR Part 1 12-95), cross-referencing the temporargertain qualified retirement plans tosdi
regulations, was published in tRederal tribute a participans benefit under the

Valuation of Plan Distributions Registea (60 F.R. 17286) on the sameplan without the consent of the participant

_day. The temporary regulations provideand, in many cases, the participant
AGENCY: Internal Revenue SerV'Ceguidance related to the determination gpouse The application of these restric-
(IRS), Treasuy. the present value of an emploig@benefit tions is determined based on the present
under a qualified defined benefit pensiovalue of the participarg benefit. Prior to
plan in accordance with the rules of secamendments made byPR '94, section
tion 417(e)(3) After consideration of the 417(e)(3) restricted the interest rate to be
SUMMARY: This document contains public comments received regarding thgsed under a plan to calculate the present
final and temporary regulations that protemporary and proposed regulations, thealue of a participats benefit, but did
vide guidance to employers in determintemporary regulations are replaced angot impose any restrictions on the mortal-
ing the present value of an emplojee the proposed regulations are adopted &Y table to be used for that purpose. Sec-
benefit under a qualified defined benefitevised by trs Treasury decision. tion 767 of FPA '94 modified section
pension plan, for purposes of the applica- Section 417(e)(3) sets forth rules to bé17(e)(3) to provide that the present value
ble consent rules and for purposes of déised in determining the present value dff @ participaris benefit is not less than
termining the amount of a distributionan employe® benefit under a qualified the present value calculated by using the
made in any form other than certain nondefined benefit pension plan, for purposegpplicable mortality table and the applica-
decreasing annuity formsThese regula- Of the applicable consent rules and foble interest rate. _
tions are issued to reflect changes to tHiirposes of determining the amount of a [n general, comments received on the
applicable law made by the Retiremerfiistribution  The rules of section proposed and temporary regulations were
Protectio Act of 1994 (FPA '94), which 417(9)(3) are also relevant to the ap-phcéayorable Thus, the final regulations re-
is part of the Uruguay Rodrgreements 110N of section 41(a)(11) and section tain the general structure and substance of
Act of 1994 A 94 amended the law to 415(b). Section #(a)@1) provides that the proposed and temporary regulations.

change the interest rate, and to specify tkgaepartlupari's benefit with a present ValueAéaplicable mortality table

mortality table, for the purposes describeH]":lt expeeds a stgtutory thresholq can b ) .
above These regulationsfiect employ- immediately distributed to a participant The applicable mortality table under

- iy . .only with the participans consent The section 417(e)(3) is defined as the table
ers that maintain quallflgd. defined beneﬁFeveI of this statutory threshold wasprescribed by the Secretary based on the
pension plans, and participants and bene: - o
ficiaries in those plans. changed from $3,500 to $5,0QO by th@revallllng cpmmsgone‘rstandard table

Taxpayer RelieAct of 1997, éfective for (described in section 807(d)(5)(A)) used
DATES: Effective date These regula- Plan years beginning aftéAugust 5, to determine reserves for group annuity
tions are #ective April 3, 1998. 1997. Under sectionl4(a)(11)(B), as contracts issued on the date as of which
Applicability date: These regulations @mended by RA '94, the present value of present value is being determined (with-
apply to plan years beginning after De@ Participaris benefit is calculated usingout regard to any other subparagraph of
cember 31, 1994, except as provided ithe rules of section 417(e)(3). _ section 807(d)(5)). Currentlthe preyail—
§1.417(e)-1(d)(8) and (9). Section 415(b) limits the maximuming commissionetsstandard table is the
benefit that can be provided under a qualt983 Grop Annuity Mortality Table. See
FOR FLRTHER INFORMATION CON- ified defined benefit plan. Under sectiorRev. Rul. 92-19 (1992-1 C.B. 227).
TACT: Linda S.F. Marshall, (202) 622- 415(b)(2)(E)(ii), as amended byPR'94, These regulations retain the provision in
6030 (not a toll-free number). the minimum interest rate permitted to béhe temporary regulation that the applica-

ACTION: Final and temporary regpl
tions.
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ble mortality table as described above imay by regulations prescribe. As an altetion 417(e)(3) and 81.417(e)-1T(d) for
to be prescribed by the Commissioner inative to this monthly change in the applicthe amount of a distribution under a non-
revenue rulings, notices or other guidancable interest rate, the temporary reguladecreasing annuity payable for a period
published in the Internal Revenue Bultions permitted selection of a plan quartemot less than the life of the participant or,
letin. The mortality table currently pre-or a plan year as a stability period duringn the case of a QPSA, the life of the sur-
scribed by the Commissioner is set forthwhich the applicable interest rate remaingiving spouse. For purposes of this ex-
in Rev. Rul. 95-6 (1995-1 C.B. 80), andtonstant, thereby permitting plans to offeception, a nondecreasing annuity included
is based on a fixed blend of 50 percent @freater benefit stability than is provided bya QJSA, a QPSA, and an annuity that de-
the male mortality rates and 50 percent dhe statutory rule. One commentator sugreased merely because of the cessation
the female mortality rates from the 1983ested adding a calendar year and a calesr- reduction of Social Security supple-

Group Annuity Mortality Table. dar quarter as additional alternative stabiments or qualified disability payments (as
_ . ity periods for the applicable interest rategefined in section 411(a)(9)). This excep-
Applicable interest rate and another suggested adding a plan hatfen was identical to the exception pro-

Under section 417(e)(3), the applicabl ear. The IRS and Treasu_r)_/ have weighedded under former final _regulations.
interest rate is defined as,the annual ra%he L_J_sefuln_ess of the additional proposeﬁ_everal co_mmgntators pointed out that
f interest on 30-vear Treasur securitieé’afablllty periods for taxpayers against théhis exception did not cover several other
1? th th b fy the dat yf distrib additional complexity that would be addedypes of annuity forms of distribution that
tioorn oer r:l?:h otﬁe?rteimeeasatﬁeo Selirgt;rio the regulation, and have added a calemere nondecreasing during the life of the

. ) dar year and a calendar quarter as addgiarticipant, and suggested that the regula-
may by regullatlons press:nbe. These "®Qional alternative stability periods. tions be changed to provide additional ex-
ulat|0n§ retain the rule m_the temporary These regulations retain the rule in theeptions for these additional annuity
regulations that the applicable intere mporary regulations that the applicablérms of distribution.

rate for a month is the annual interest raﬁﬁterest rate for the stability period may be The IRS and Treasury have determined

on 30-year Treas_ury_ securities as SpeCleiarmined as the 30-year Treasury rate fthat it is appropriate to provide additional
fied by the Commissioner for that month, .\ one of the five calendar months preexceptions for these benefit forms. Ac-
The Commissioner publishes this interesty jing the first day of the stability period cordingly, under the final regulations, sec-
rate for each month by notice, after theg mitting this “lookback” of up to five tion 417(e)(3) and §1.417(e)-1(d) do not
end of the month. Currently, this interesh, o nihs provides added flexibility andapply to the amount of a distribution paid
rate is the interest rate published in Fedsies plan administrators and participants the form of an annual benefit that does
eral Reserve releases G.13 and H.15 &6 time to comply with applicable no-not decrease during the life of the partici-
the average yield on 30-year Treasuryce and election requirements using thpant, or, in the case of a QPSA, the life of
Constant Maturities for the month. actual interest rate (instead of an estimatethe participant’s spouse; or that decreases
The interest rate on 30-year Treasury geyeral commentators suggested thauring the life of the participant merely
Constant Maturities published monthly ineqylations permit an average of lookbackecause of the death of the survivor annu-
Federal Reserve releases G.13 and H.}fonth interest rates to be used, in lieu dfant (but only if the reduction is to a level
can also be obtained by telephone frofhe interest rate for a single lookbackot below 50% of the annual benefit
the Public Information Department of themonth, to minimize interest rate fluctuapayable before the death of the survivor
Federal Reserve Bank of New York atjons. These regulations adopt this sugnnuitant) or merely because of the cessa-
(212) 720-6130 (not a toll-free number)gestion, and permit an average interesibn or reduction of Social Security sup-
or from the Federal Reserve Board ofate based on consecutive permitted looklements or qualified disability benefits.
Governors’ Internet site at http://www.pack months to be used for this purpose.Also, under Q&A-2 of Rev. Rul. 98-1
bog.frb.fed.us/releases. Information re- Several commentators suggested that(4998-2 I.R.B. 1), the interest rate pre-
garding subscriptions to Federal Reservlan be allowed to provide for differentscribed by section 415(b)(2)(E)(ii) does
releases G.13 and H.15 can be obtaineghplicable interest rates for each portionot apply to these forms of benefit.
from the Publications Department of theyf the plan that independently meets the ]
Federal Reserve Board of Governors aequirements of sections 410(b) andfective dates
(202) 452-3244 (not a toll-free number). 401(a)(26). The IRS and Treasury have These regulations generally apply to
dgtermme;d, however., that ther_e.|.s msufﬁman years beginning after December 31,
cient basis for adopting a definition of & ggy’
“pla.m.”.that is diffe.rent from the general Under section 417(8)(3)(8) and these
Section 417(e)(3)(A)(ii)(Il) provides definition set forth in 81.414()-1(b)(1). eguiations, the general effective date for
that the applicable interest rate for diStribuExceptions from the requirements of the RPA '94 rules is delayed for certain
tions made during a month is the annualy4ion 417(e)(3) plans until the first plan year that begins
rate of interest on 30-year Treasury securi- after December 31, 1999, unless an em-
ties for the month before the date of distri- The temporary regulations provided amployer takes earlier action. The delayed
bution or such other time as the Secretagxception from the requirements of seceffective date applies to a plan adopted

Time for determining applicable
interest rate
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and in effect before December 8, 1994, ifitions than the minimum required undesection 411(d)(6) merely because the ben-
the provisions of the plan in effect on Dethese RPA '94 rules, provided that otheefit is determined in accordance with the
cember 7, 1994, met the requirements afualification requirements (such as seapplicable interest rate rules and the ap-
section 417(e)(3) as in effect on Decention 401(a)(4)) are satisfied. plicable mortality table rules of section
ber 7, 1994. For such a plan, the determi- These regulations restate the rules ag17(e)(3)(A), as amended by RPA 94,
nation of whether a distribution made beplicable to plan years beginning befor&hese regulations provide that an amend-
fore the first day of the first plan year thattanuary 1, 1995, without substantivenent replacing an interest rate used for
begins after December 31, 1999, satisfieshange. Those pre-1995 rules also apppurposes of section 417(e)(3) qualifies for
section 417(e) is made under the provito later plan years, to the extent that thehis section 411(d)(6) relief if the interest
sions of the plan in effect on December 7application of the RPA '94 rules is de-rate replaced is the Pension Benefit Guar-
1994, if the annuity starting date for thdayed as described above. anty Corporation (PBGC) interest rate or
distribution occurs before the date a plan In addition, section 767(d)(1) of RPAa rate based on the PBGC interest rate.
amendment applying both the applicablé®4 permits an employer to elect to accelPursuant to suggestions made by several
mortality table and the applicable interesgrate the effective date of the RPA '94&ommentators, these regulations clarify
rate rules added by RPA 94 is adopted orples, and hence these regulations, in ordgtat the interest rates that may be replaced
if later, is made effective. Thus, undeto apply the RPA’94 rules to distributionspursuant to this section 411(d)(6) relief
section 417(e)(3)(B) and these regulawith annuity starting dates occurring afteinclude an interest rate based on the aver-
tions, a plan that was adopted and in ePecember 7, 1994, in plan years begirage of the PBGC interest rates over a
fect before December 8, 1994, and thging before January 1, 1995. An employespecified period. In addition, pursuant to
provisions of which, as in effect on De-that makes a plan amendment applying thgiggestions made by two commentators,
cember 7, 1994, met the requirements @pplicable mortality table and the applicathe final regulations clarify the relation-
section 417(e)(3) as in effect on that datd|e interest rate rules of these regulationship between the various types of section
cannot be amended to provide a differen treated as making this election as of thg11(d)(6) relief under the regulations, and
method of calculating the present value gfate the plan amendment is adopted or, grovide some additional flexibility to em-

a distribution under section 417(e)(3) eflater, is made effective. ployers in determining how to transition
fective before the date a plan amendmeﬁekJltionship with section 411(d)(6) between the PBGC interest rate and the
applying both the applicable mortality applicable interest rate and applicable
table and the applicable interest rate rules Section 411(d)(6) provides that a plafnortality table, where the transition is
added by RPA 94 is adopted or, if later, igloes not satisfy the requirements of se€ombined with a change in the time for
made effective. tion 411 if the accrued benefit of a particidetermining the interest rate.

One commentator inquired whetherpant is decreased by a plan amendment.One commentator asked whether the
where a plan is spun off from another plaph general, a plan amendment thagection 411(d)(6) relief for plan amend-
during the optional delayed effective datg@hanges the interest rate or the mortalithpents adopting the applicable mortality
period, both plans are required to bessumptions used for purposes of deteiable and the applicable interest rate rules
amended to apply the applicable mortalitynining the amount of any accrued benefipplies with respect to terminated vested
table and the applicable interest rate rulgf any preexisting optional form is subjecParticipants. Because the section
added by RPA '94 effective on the sameo section 411(d)(6). Consistent with boti#11(d)(6) relief provided under section
date. Because these rules apply on a plgie temporary regulations and the prior67(d)(2) of RPA 94 applies in the same
by plan basis, the plans are not required final regulations, these regulations promanner with respect to active and termi-
be amended effective on the same datgide limited section 411(d)(6) relief for nated participants, the regulations like-
One other commentator suggested that tertain plan amendments that change tivgse do not distinguish terminated vested
regulations be changed to permit a plan tgme for determining the applicable inter{articipants from other participants in this
provide for different optional delayed ef-est rate. A plan amendment that changéggard.
fective dates for each separate benefile time for determining the applicable in- Several commentators requested that
structure that independently meets the rgerest rate will not be treated as violatinghe regulations be amended to provide un-
quirements of section 401(a)(4). Sectiogection 411(d)(6) if each distributionconditional section 411(d)(6) relief for
417(e)(3)(B) requires a single effectivemade until one year after the later of thelan amendments adopting the applicable
date for a plan amendment applying theffective date or the adoption date of thaterest rate and applicable mortality table
applicable mortality table and the applicaamendment is calculated using the timeules of RPA 94 regardless of changes in
ble interest rate rules added by RPA '94for determining the applicable interesthe time for determining the applicable in-
Therefore, this suggestion is inconsistentate as provided before or after théerest rate. The IRS and Treasury have
with the statute. Of course, a plan amend&mendment, whichever produces thdetermined that providing some addi-
ment that applies the applicable mortalityarger benefit. For this purpose, all othetional flexibility to employers in deter-
table and the applicable interest rate rulgdan provisions must be applied as in efmining how to transition between the
added by RPA '94 may provide for tem-fect after the amendment. PBGC interest rate and the applicable in-
porary or permanent use of interest and Section 767(d)(2) of RPA '94 providesterest rate and applicable mortality table,
mortality assumptions for specified parthat a participant’s accrued benefit is noas discussed above, where the transition is
ticipant groups that result in larger distribconsidered to be reduced in violation o€ombined with a change in the time for
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determining the interest rate, strikes aBpecial Analyses less than the amount calculated using the
appropriate balance between the practical , ) applicable interest rate described in para-
concerns of employers and the rights of 't Nas been determined that this Treégg aph (d)(3) of this section (determined
participants. sury decision is not a significant regulasor the month described in paragraph

These regulations further provide thatfl_ohry action as defined in EO 12866q)(4) of this section) and the applicable
where a plan provided for the use of an il "€refore, a regulatory assessment is Ngiortality table described in paragraph
terest rate not based on the PBGC interé§duired. Italso has been determined thg)(2) of this section. The present value
rate prescribed by section 417(e)(3) as isection 553(b) of the Administrative Pro-y¢ any optional form of benefit cannot be
effect before amendments made by rpgedure Act (5 U.S.C. c_hapter 5) does Nggss than the present value of the normal
'94, a plan amendment that eliminates th pply to these regulations, and becausgtirement benefit determined in accor-
use of that interest rate and the associatSdf, Notice of proposed rulemaking prégance with the preceding sentence. The
mortality table may result in a reductiorc€9in9 the regulations was issued prior tgame rules used for the plan under this
of a participant’s accrued benefit, whicHarch 29, 1996, the Regulatory Flexibil-paragraph (d) must also be used to com-
would violate the requirements of sectiofly At (5 U.S.C. chapter 6) does nofyte the present value of the benefit for
411(d)(6). Two commentators suggestePPly- Pursuant to section 7805(f) of thgurposes of determining whether consent
that final regulations provide section' '@l Revenue Code, the notice of profor a distribution is required under para-
411(d)(6) relief for plan amendments thap0sed rulemaking preceding these regulgraph (b) of this section.
eliminate the use of an interest rate n(il[ons was submitted to the Chief Counsel (2) Applicable mortality table.The ap-

or Advocacy of the Small Business Ad-plicable mortality table is the mortality

based on the PBGC interest rate, for plar?1inistration for comment on its impact ontable based h ili issi
amendments that adopt the applicable in- : P Mable based on the prevai INg commission-
small business. ers’ standard table (described in section

terest rate and applicable mortality tablé i
) . . 807(d)(5)(A)) used to determine reserves
rules of RPA '94. Another commentatorrafting Information for érc))fjg(ar)l)nuity contracts issued on the

requested that final regulations provide ) . )
for similar section 411(d)(6) relief, but The principal author of these reguladate as ofwhich present vajue is being de-

only for mandatory distributions that arelions is Linda S. F. Marshall, Office of thetermined (without regard to any other
permitted pursuant to the rules of sectiofissociate Chief Counsel (Employee Bensubparagraph of section 807(d)(5)), that is
411(a)(11). The IRS and Treasury havefits and Exempt Organizations). HOWpreSC”bﬁd by the Comm|ssr|]oner |_r(1j rev-
determined that section 767(d)(2) of RPAVer, other personnel from the IRS an&”‘éﬁ Lu '(;]gs’ Eoulces, orlcg er gul ;nTe
'94 does not support a grant of sectior] "éasury Department participated in theiP!!>1Sne¢ 11 the Internal Revenue Bul-

) : letin (see §601.601(d)(2)(ii)(b) of this
development.
411(d)(6) relief with respect to plan P chapter). The Commissioner may pre-

a;]mendments ellmlnatlr;]g mteres'; rateidoption of Amendments to the scribe rules that apply in the case of a
that are not based on the PBGC 'mereﬁ’fegulations change to the prevailing commissioners’

rate. . _ _ _ standard table (described in section

These regulations provide examples of Accordingly, 26 CFR part 1 is amendedgg7(d)(5)(A)) used to determine reserves
the application of section 411(d)(6) andas follows: for group annuity contracts, in revenue
the special rule of section 767(d)(2) of rulings, notices, or other guidance pub-
RPA '94, including an example illustrating”ART 1—INCOME TAXES lished in the Internal Revenue Bulletin

the use of a phase-in that provi,des for @ paragraph 1. The authority citation fofsee §601.601(d)(2)(ii)(b) of this chapter).
smoother transition from the plansformerpart 1 is amended by adding an entry in (3) Applicable interest rate-(i) Gen-

terms to the new rules. In addition, thesg,,merical order to read as follows: eral rule. The applicable interest rate for
regulations provide section 411(d)(6) re- aythority 26 U.S.C. 7805 * * * a month is the annual interest rate on 30-
lief for certain plan amendments that elim- Section 1.417(e)-1 also issued undefear Treasury securities as specified by
inate use of the applicable interest rate a% uUu.S.C. 417(9)(3)(A)(|I)(”) * % % the Commissioner for that month in rev-
the applicable mortality table with respect pg, 2 |n §1.417(e)-1, paragraph (d) ignue rulings, notices or other guidance
to distribution forms that are newly ex-revised to read as follows: published in the Internal Revenue Bul-
cepted from the application of section letin (see §601.601(d)(2)(ii)(b) of this
417(e)(3) by these regulations. 81.417(e)-1 Restrictions and valuations chapter).

The PBGC has advised the IRS andf distributions from plans subject to (i) Example. This example illustrates
Treasury that it has not made any decisiggections 401(a)(11) and 417. the rules of this paragraph (d)(3):

at this time on whether it will continue to . % x % x : .
Iculate and publish the relevant interest Example. Plan A s a calendar year plan. For its
ca p ) ) 1995 plan year, Plan A provides that the applicable
rates after the year 2000. Therefore, in (d) Present value requirement(1l) mortality table is the table described in Rev. Rul.
amending plans to comply with these regSeneral rule.A defined benefit plan must 95-6 (1995-1 C.B. 80), and that the applicable inter-
ulations, employers should not rely on therovide that the present value of any a@st rate is the annual ',?ted“?t r:tecon 30-year Tffea'
continued determination and publicatiorcrued benefit and the amount (subject t?r):”y.sew”t'es as specified by the Commissioner for
. . the first full calendar month preceding the calendar
of these rates by the PBGC beyond thgections 411(c)(3) and 415) of any distribmonth that contains the annuity starting date. Partic-

year 2000. ution, including a single sum, must not béant P is age 65 in January 1995, which is the
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month that contains P’s annuity starting date. P ha;pecify the manner in which the permittedant); or

an accrued benefit payable monthly of $1,000 andyerage interest rate is computed. (B) The cessation or reduction of So-
Zfr‘lsglzlifﬁdiﬁ;encuea“r'; fggstr$#;'21;’L;T?nizgto:a?e (v) Additional determination dates. cial Security supplements or qualified dis-
on 30-year Treasury securities as published by theN€ Commissioner may prescribe, in revability benefits (as defined in section
Commissioner for December 1994 is 7.87 percen€nue rulings, notices or other guidancél1(a)(9)).

To satisfy the requirements of section 417(e)(3) angublished in the Internal Revenue Bul- (7) Defined contribution plans.Be-

this paragraph (d), the single sum received by P m3@tin (see §601.601(d)(2)(iBf), other cause the accrued benefit under a defined

not be less than $111,351. times that a plan may provide for detereontribution plan equals the account bal-

(4) Time for determining interest Mining the applicable interest rate. ance, a defined contribution plan is not
rate—(i) General rule. Except as pro- (Vi) Example. This example illustrates subject to the requirements of this para-
vided in paragraph (d)(4)(iv) or (v) of thisthe rules of this paragraph (d)(4): graph (d), even though it is subject to sec-

section, the gpplicaple !ntereSt rate to be Example. Employer X maintains Plan A, acalen-tlc.n 401(a)(.11)' . .
used for a distribution is the rate deterdar year plan. Employer X wishes to amend Plan A (8) Efféctive date(i) In general. This
mined under paragraph (d)(3) of this seco that the applicable interest rate will remain fixed@ragraph (d) is effective for distributions
tion for the applicable lookback month.for each plan quarter, and so that the applicable intewith annuity starting dates in plan years
The applicable lookback month for a digest rate for distributions made during each plan quageginning after December 31, 1994.

tribution is the lookback month (as de_ter can be determined approximately 80 days before (ii) Optional delayed effective date of

scribed in paragraph (c)(4)(ii) of this SeCtno provisions of this paragraph (@4, Pla A REtirement Protection Act of 1994 (RPA
tion) for the month (or other longeramended to provide that the applicable interest rate i94) (108 Stat. 5012) rules for plans
stability period described in paragraptihe annual interest rate on 30-year Treasury securitieglopted and in effect before December 8,
() of this secton) that ontans thel 22417 10 SEEee, o P 21084, Foraplan adopled and nefec b
annw.ty starting date for the d'Str'pUtlonter during which the annuity starting date occurs. “fore Decembgr 8, 1994, the .appllcatlon of
The time and method for determining the the rules relating to the applicable mortal-
applicable interest rate for each partici- (5) Use of alternative interest rate andity table and applicable interest rate under
pant’s distribution must be determined irmortality table. If a plan provides for use paragraphs (d)(2) through (4) of this sec-
a consistent manner that is applied unif an interest rate or mortality table othetion is delayed to the extent provided in
formly to all participants in the plan. than the applicable interest rate or the ajhis paragraph (d)(8)(ii), if the plan provi-
(i) Stability period. A plan must spec- plicable mortality table, the plan mustsions in effect on December 7, 1994, met
ify the period for which the applicable in-provide that a participant’s benefit musthe requirements of section 417(e)(3) and
terest rate remains constant. This stabilitye at least as great as the benefit producgdl.417(e)-1(d) as in effect on December
period may be one calendar month, onley using the applicable interest rate and, 1994 (as contained in 26 CFR part 1 re-
plan quarter, one calendar quarter, orthe applicable mortality table. For examvised April 1, 1995). In the case of a dis-
plan year, or one calendar year. ple, if a plan provides for use of an intertribution from such a plan with an annuity
(iii) Lookback month.A plan must est rate of 7% and the UP-1984 Mortalitgtarting date that precedes the optional de-
specify the lookback month that is used tdable (see §1.401(a)(4)-13tandard layed effective date described in para-
determine the applicable interest ratemortality tablg in calculating single-sum graph (d)(8)(iv) of this section, and that
The lookback month may be the first, seddistributions, the plan must provide thaprecedes the first day of the first plan year
ond, third, fourth, or fifth full calendar any single-sum distribution is calculatedeginning after December 31, 1999, the
month preceding the first day of the staas the greater of the single-sum benefitiles of paragraph (d)(9) of this section
bility period. calculated using 7% and the UP-1984which generally apply to distributions
(iv) Permitted average interest raté  Mortality Table and the single-sum benewith annuity starting dates in plan years
plan may apply the rules of paragrapfiit calculated using the applicable interedbeginning before January 1, 1995) apply
(d)(4)(i) of this section by substituting arate and the applicable mortality table. in lieu of the rules of paragraphs (d)(2)
permitted average interest rate with re- (6) Exceptions. This paragraph (d) through (4) of this section. The interest
spect to the plan’s stability period for thgother than the provisions relating to secrate under the rules of paragraph (d)(9) of
rate determined under paragraph (d)(3) ¢fon 411(d)(6) requirements in paragraplthis section is determined under the provi-
this section for the applicable lookbackd)(10) of this section) does not apply teions of the plan as in effect on December
month for the stability period. For thisthe amount of a distribution paid in the7, 1994, reflecting the interest rate or rates
purpose, a permitted average interest raterm of an annual benefit that— published by the Pension Benefit Guar-
with respect to a stability period is an in- (i) Does not decrease during the life ofinty Corporation (PBGC) and the provi-
terest rate that is computed by averaginidpe participant, or, in the case of a QPS/Asions of the plan for determining the date
the applicable interest rates determinethe life of the participant’s spouse; or ~ on which the interest rate is fixed. The
under paragraph (d)(3) of this section for (ii) Decreases during the life of the parabove described interest rate or rates pub-
two or more consecutive months fronticipant merely because of— lished by the PBGC are those determined
among the first, second, third, fourth, and (A) The death of the survivor annuitantby the PBGC (for the date determined
fifth calendar months preceding the firs{but only if the reduction is to a level notunder those plan provisions) pursuant to
day of the stability period. For this parabelow 50% of the annual benefit payablé¢he methodology under the regulations of
graph (d)(4)(iv) to apply, a plan mustbefore the death of the survivor annuithe PBGC for determining the present
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value of a lump sum distribution on planFor example, the PBGC interest rate fothe mortality assumptions used for the
termination under 29 CFR part 2619 thaimmediate annuities for November 1994urposes described in paragraph (d)(1) of
were in effect on September 1, 1993 (ais 6%, and the PBGC interest rates for thihis section is subject to section 411(d)(6).
contained in 29 CFR part 2619 revisedleferral period for that month are as folBut see §1.411(d)—-4, Q&A-2(b)(2)(v)
July 1, 1994). lows: 5.25% for the first 7 years of the(regarding plan amendments relating to
(iii) Optional accelerated effective datedeferral period, 4% for the following 8involuntary distributions). In addition, a
of RPA '94 rules. This paragraph (d) is years of the deferral period, and 4% foplan amendment that changes the interest
also effective for a distribution with an an-the remainder of the deferral period. Forate or the mortality assumptions used for
nuity starting date after December 7, 1994/lovember 1994, 120 percent of thehe purposes described in paragraph
during a plan year beginning before JantPBGC interest rate is 7.2% (1.2 times 6%)d)(1) of this section merely to eliminate
ary 1, 1995, if the employer elects, on ofor an immediate annuity, 6.3% (1.2 timesise of the interest rate described in para-
before the annuity starting date, to mak8.25%) for the first 7 years of the deferragraph (d)(3) or paragraph (d)(9) of this
the rules of this paragraph (d) effectiveperiod, 4.8% (1.2 times 4%) for the fol-section, or the applicable mortality table,
with respect to the plan as of the optiondbwing 8 years of the deferral period, andavith respect to a distribution form de-
accelerated effective date described i4.8% (1.2 times 4%) for the remainder oscribed in paragraph (d)(6) of this section,
paragraph (d)(8)(iv) of this section. Anthe deferral period. The PBGC interestor distributions with annuity starting
employer is treated as making this electiorates are the interest rates that would lmates occurring after a specified date that
by making the plan amendments describagsed (as of the date of the distribution) bis after the amendment is adopted, does
in paragraph (d)(8)(iv) of this section. the PBGC for purposes of determining theot violate the requirements of section
(iv) Determination of delayed or accel-present value of that benefit upon termi411(d)(6) if the amendment is adopted on
erated effective date by plan amendmemiation of an insufficient trusteed singleor before the last day of the last plan year
adopting RPA '94 rulesThe optional de- employer plan. Except as otherwise preending before January 1, 2000.
layed effective date of paragraphvided by the Commissioner, the PBGC in- (ii) Section 411(d)(6) relief for change
(d)(8)(ii) of this section, or the optionalterest rates are determined by PBGC re¢n time for determining interest rate.
accelerated effective date of paragraptlations. See subpart B of 29 CFR paftlotwithstanding the general rule of para-
(d)(8)(iii) of this section, whichever is ap-4044 for the applicable PBGC rates. graph (d)(10)(i) of this section, if a plan
plicable, is the date plan amendments ap- (ii) Time for determining interest rate.amendment changes the time for deter-
plying both the applicable mortality table(A) Except as provided in paragrapimining the applicable interest rate (in-
of paragraph (d)(2) of this section and théd)(9)(ii)(B) of this section, the PBGC in- cluding an indirect change as a result of a
applicable interest rate of paragraplerest rate or rates are determined on ahange in plan year), the amendment will
(d)(3) of this section are adopted or, ither the annuity starting date or the firshot be treated as reducing accrued bene-
later, are made effective. day of the plan year that contains the arfits in violation of section 411(d)(6)
(9) Plan years beginning before Janunuity starting date. The plan must promerely on account of this change if the
ary 1, 1995—(i) Interest rate. (A) For vide which date is applicable. conditions of this paragraph (d)(10)(ii)
distributions made in plan years begin- (B) The plan may provide for the use ofare satisfied. If the plan amendment is ef-
ning after December 31, 1986, and beforany other time for determining the PBG(ective on or after the adoption date, any
January 1, 1995, the following interesinterest rate or rates provided that suctiistribution for which the annuity starting
rate described in paragraph (d)(9)(i)t{ime is not more than 120 days before theate occurs in the one-year period com-
(A)(1) or (2) of this section, whichever annuity starting date if such time is determencing at the time the amendment is
applies, is substituted for the applicablenined in a consistent manner and is affective must be determined using the in-
interest rate for purposes of this section—plied uniformly to all participants. terest rate provided under the plan deter-
(1) The rate or rates that would be used (C) The Commissioner may, in revenuenined at either the date for determining
by the PBGC for a trusteed single-emrulings, notices or other guidance pubthe interest rate before the amendment or
ployer plan to value the participant’s (olished in the Internal Revenue Bulletinthe date for determining the interest rate
beneficiary’s) vested benefit (PBGC in{see §8601.601(d)(2)(ii)(b)), prescribeafter the amendment, whichever results in
terest rate) if the present value of suchther times for determining the PBGC inthe larger distribution. If the plan amend-
benefit does not exceed $25,000; or terest rate or rates. ment is adopted retroactively (that is, the
(2) 120 percent of the PBGC interest (iii) No applicable mortality table.In amendment is effective prior to the adop-
rate, as determined in accordance witthe case of a distribution to which thigion date), the plan must use the interest
paragraph (d)(9)(i)(AXY) of this section, paragraph (d)(9) applies, the rules of thisate determination date resulting in the
if such present value exceeds $25,000. [aragraph (d) are applied without regarthrger distribution for the period begin-
no event shall the present value detete the applicable mortality table describeahing with the effective date and ending
mined by use of 120 percent of the PBG@ paragraph (d)(2) of this section. one year after the adoption date.
interest rate result in a present value less(10) Relationship with section (iii) Section 411(d)(6) relief for plan
than $25,000. 411(d)(6)—(i) In general. A plan amend- amendments pursuant to changes to sec-
(B) The PBGC interest rate may be anent that changes the interest rate, th®mn 417 made by RPA '94 providing for
series of interest rates for any given datéime for determining the interest rate, ostatutory interest rate determination date.
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Notwithstanding the general rule of parainterest rate (or an interest rate or ratesterest rate or rates based on the PBGC
graph (d)(10)(i) of this section, except abased on the PBGC interest rate) was diterest rate) as an interest rate used under
provided in paragraph (d)(10)(vi)(B) oftermined immediately before the amendthe plan in determining the present value
this section, a participant’s accrued benenent, or for one of the two calendarf a participant’s benefit under this para-
fit is not considered to be reduced in viomonths immediately preceding suchgraph (d). Thus, the accrued benefit de-
lation of section 411(d)(6) merely be-month. termined using that interest rate and the
cause of a plan amendment that changes(v) Section 411(d)(6) relief for plan associated mortality table is protected
any interest rate or mortality assumptiommendments pursuant to changes to segnder section 411(d)(6). For purposes of
used to calculate the present value of titon 417 made by RPA ‘94 providing forthis paragraph (d), an interest rate is based
participant’s benefit under the plan, if theother interest rate determination dateon the PBGC interest rate if the interest
following conditions are satisfied— Notwithstanding the general rule of pararate is defined as a specified percentage of
(A) The amendment replaces theraph (d)(10)(i) of this section, except ashe PBGC interest rate, the PBGC interest
PBGC interest rate (or an interest rate grovided in paragraph (d)(10)(vi)(B) ofrate minus a specified number of basis
rates based on the PBGC interest rate) tis section, a participant’s accrued bengsoints, or an average of such interest rates
the interest rate used under the plan in dét is not considered to be reduced in vioover a specified period.
termining the present value of a particitation of section 411(d)(6) merely be- (C) Special early transition interest
pant’s benefit under this paragraph (d)ause of a plan amendment that changgese rule for paragraph (d)(10)(v)A plan
and any interest rate or mortality assumptiommendment satisfies the special rule of
(B) After the amendment is effective,used to calculate the present value of fis paragraph (d)(10)(vi)(C) if any distri-
the present value of a participant’s benefjarticipant's benefit under the plan, if thesution for which the annuity starting date
under the plan cannot be less than tHellowing conditions are satisfied— occurs in the one-year period commenc-
amount calculated using the applicable (A) The amendment replaces theng at the time the plan amendment is ef-
mortality table and the applicable interesPBGC interest rate (or an interest rate Ggctive is determined using whichever of
rate for the first full calendar month pre+ates based on the PBGC interest rate) gfe following two interest rates results in
ceding the calendar month that containthe interest rate used under the plan in dge |arger distribution—
the annuity starting date. termining the present value of a partici- (1) The interest rate as provided under
(iv) Section 411(d)(6) relief for plan pant's benefit under this paragraph (d); the terms of the plan after the effective
amendments pursuant to changes to sec-(B) After the amendment is effective,qate of the amendment, but determined at
tion 417 made by RPA 94 providing forthe present value of a participant’s benefl qate that is either one month or two
prior determination date or up to twounder the plan cannot be less than thgonths (as specified in the plan) before
months earlier.Notwithstanding the gen- amount calculated using the applicablghe gate for determining the interest rate
eral rule of paragraph (d)(10)(i) of thismortality table and the applicable interestseq under the terms of the plan before
section, except as provided in paragraptate; and the amendment: or
(d)(10)(vi)(B) of this section, a partici- (C) The plan amendment satisfies ei- (2) The interest rate as provided under
pant’s accrued benefit is not considered tiher the condition of paragraph (d)(10)(iixhe terms of the plan after the effective
be reduced in violation of sectionof this section (determined using the ingaie of the amendment, determined at the
411(d)(6) merely because of a plarerest rate provided under the terms of thg,ie for determining the interest rate after
amendment that changes any interest rgpéan after the effective date of the amendy,o amendment.
or mortality assumption used to calculatenent) or the special early transition inter- (vii) Examples. The provisions of this
the present value of a participant’s benefist rate rule of paragraph (d)(10)(vi)(C) Obaragraph (d)(10) are illustrated by the
under the plan, if the following conditionsthis section.
are satisfied— (vi) Special rules—(A) Provision of
(A) The amendment replaces theéemporary additional benefitsA plan ~ Example 1.0n December 31, 1994, Plan A pro-
PBGC interest rate (or an interest rate @mendment described in paragrapléi:éjl;:‘eeg S!i:'”?AZ‘E“;T‘l‘QZT%‘IJ;'r‘:;‘"St W?;E;Oa?z
rate_s based on the PBGC interest ra_te) (ad;)(lO)(m_), (iv), or (v) of this secyo_n IS 1 00% of the PB%C interest rate for the élate of distri-
the interest rate used under the plan in deet considered to reduce a participant’§yson. on January 4, 1995, and effective on Febru-
termining the present value of a particiaccrued benefit in violation of sectionary 1, 1995, Plan A was amended to provide that all
pant’s benefit under this paragraph (d411(d)(6) even if the plan amendmensingle-sum distributions are calculated using the ap-
and provides for temporary additional benefitPlicable mortality table anq.the annua! interest rate
(B) After the amendment is effective to accommodate a more gradual transitioff! 30-yea Treasury securities for the first ful calen-
.. , , . dar month preceding the calendar month that con-
the present value of a participant’s beneffrom the plan’s old interest rate to the new.; ¢ e annuity starting date. Pursuant to para-
under the plan cannot be less than theles. graph (d)(10)(iii) of this section, this amendment
amount calculated using the applicable (B) Replacement of non-PBGC inter-of Plan A is not considered to reduce the accrued
mortality table and the applicable interesest rate. The section 411(d)(6) relief pro- benefit of any participant in violation of section
rate, but only if the applicable interest rateided in paragraphs (d)(10)(iii) through*11(d)(®).
. . . : Example 2.0n December 31, 1994, Plan B pro-
is the annual interest rate on 30-year Tregv) of this section does not apply to a plag;cq nat al single-sum distributions were to be cal-
sury securities for the calendar month th&mendment that replaces an interest ra{§ated using the UP-1984 Mortality Table and an
contains the date as of which the PBGGther than the PBGC interest rate (or aifterest rate equal to the lesser of 100% of the PBGC

following examples:
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interest rate for the date of distribution, or 6%. Orof Plan C is not considered to have reduced the adistributions are calculated using the applicable
January 4, 1995, and effective on February 1, 1996rued benefit of any participant in violation of sec-mortality table and the annual interest rate on 30-
Plan B was amended to provide that all single-suriion 411(d)(6). year Treasury securities for August of the year be-
distributions are calculated using the applicable mor- Example 4.(a) Employer X maintains Plan D, a fore the plan year that contains the annuity starting
tality table and the annual interest rate on 30-yeamalendar year plan. As of December 7, 1994, Plan @ate. The plan amendment provides that each distri-
Treasury securities for the second full calendaprovided for single-sum distributions to be calculatedbution with an annuity starting date after June 30,
month preceding the calendar month that containssing the PBGC interest rate as of the annuity start995, and before July 1, 1996, is calculated using
the annuity starting date. Pursuant to paragraphg date for distributions not greater than $25,000the 30-year Treasury rate for August of the year be-
(d)(20)(iv) of this section, this amendment of Plan Band 120% of that interest rate (but not an interest rafere the plan year that contains the annuity starting
is not considered to reduce the accrued benefit of apyoducing a present value less than $25,000) for didate, or the 30-year Treasury rate for November of
participant in violation of section 411(d)(6) merelytributions over $25,000. Employer X wishes to delayhe plan year preceding the plan year that contains
because of the replacement of the PBGC interetie effective date of the RPA'94 rules for a year, anthe annuity starting date, whichever produces the
rate. However, under paragraph (d)(10)(vi)(B) ofto provide for an extended transition from the use dhrger benefit. Pursuant to paragraphs (d)(10)(v)
this section, the section 411(d)(6) relief provided irthe PBGC interest rate to the new applicable intereand (vi)(C) of this section, the amendment of Plan E
paragraphs (d)(10)(iii) through (v) of this sectionrate under section 417(e)(3). On December 1, 1995, not considered to have reduced the accrued bene-
does not apply to a plan amendment that replaces and effective on January 1, 1996, Employer Xit of any participant in violation of section
interest rate other than the PBGC interest rate (oraamends Plan D to provide that single-sum distribud11(d)(6).
rate based on the PBGC interest rate). Thereforéons are determined as the sum of—
pursuant to paragraph (d)(10)(vi)(B) of this section, (i) The single-sum distribution calculated based Par. 3. In 81.417(e)-1T, paragraph (d)
to satisfy the requirements of section 411(d)(6), then the applicable mortality table and the annual inis revised to read as follows:
plan must provide that the single-sum distributiorterest rate on 30-year Treasury securities for the first
payable to any participant must be no less than ttiell calendar month preceding the calendar mont§1,417(e)-1T Restrictions and
single-sum dls_trlbutlon calcu_lated using thethat“contalns‘t_he annuity starting date; and valuations of distributions from plans
UP-1984 Mortality Table and an interest rate of 6%, (ii) A transition amount. . .
based on the participant’s benefits under the plan ac- (b) The amendment provides that the transitiof?l'IbJeCt to sections 401(a)(11) and 417.
crued through January 31, 1995, and based on taenount for distributions in the years 1996-99 is 4 lemporary)
participant’s age at the annuity starting date. transition percentage of the excess, if any, of the
Example 3. On December 31, 1994, Plan C, aamount that the single-sum distribution would have
calendar year plan, provided that all single sum didseen under the plan provisions in effect prior to this .
tributions were to be calculated using the UP—1984mendment over the amount of the single sum de- (d) For rUIe_S _regardlng the present
Mortality Table and an interest rate equal to thecribed in paragraph (a)(i) of thexample 4. The Value of a participant’s accrued benefit
PBGC interest rate for January 1 of the plan yeatransition percentages are 80% for 1996, decreasi@nd related matters, see §1.417(e)-1(d).
On March 1, 1995, and effective on July 1, 19950 60% for 1997, 40% for 1998 and 20% for 1999.
Plan C was amended to provide that all single-suifihe amendment also provides that the transition Michael P. Dolan,
distrib_utions are calculated us_ing the applicablamount is zero for plan years beginning on or aftﬁr Deputy Commissioner of
mortality table and the annual interest rate on 3Ghe year 2000. Pursuant to paragraphs (d)(10)(iii)
year Treasury securities for August of the year beand (vi)(A) of this section, the amendment of Plan D
fore the plan year that contains the annuity startinig not considered to have reduced the accrued bene-
date. The plan amendment provides that each distfit of any participant in violation of section Approved March 30, 1998.
bution with an annuity starting date after June 30411(d)(6).
1995, and before July 1, 1996, is calculated using Example 5. On December 31, 1994, Plan E, a Donald C. Lubick,
the 30-year Treasury rate for August of the year besalendar year plan, provided that all single sum dis- Assistant Secretary of
fore the plan year that contains the annuity startinggibutions were to be calculated using the UP-1984 the Treasury.
date, or the 30-year Treasury rate for January of thdortality Table and an interest rate equal to the
plan year that contains the annuity starting dat(?BGC interest rate for January 1 of the plan Ye&{Filed by the Office of the Federal Register on April
whichever produces the larger benefit. Pursuant ©n March 1, 1995, and effective on July 1, 19953 1998, 8:45 a.m., and published in the issue of the
paragraph (d)(10)(v) of this section, the amendmerRlan E was amended to provide that all single-suRederal Register for April 7, 1998, 63 F.R. 16895)
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