
Part III. Administrative, Procedural, and Miscellaneous
Weighted Average Interest Rate
Update

Notice 96–45

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 August
1996 is 6.84 percent.
The following rates were determined

for the plan years beginning in the
month shown below.

Month Year
Weighted
Average

90% to 108%
Permissible
Range

90% to 110%
Permissible
Range

September 1996 6.91 6.22 to 7.46 6.22 to 7.60

DRAFTING INFORMATION

The principal author of this notice is
Donna Prestia of the Employee Plans
Division. For further information regard-
ing 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).

Excise Taxes on Excess Benefit
Transactions Engaged in by Certain
Tax-Exempt Organizations

Notice 96–46

This notice summarizes certain as-
pects of Taxpayer Bill of Rights 2
related to excise taxes on excess benefit
transactions involving organizations de-
scribed in § 501(c)(3) (except private
foundations) and § 501(c)(4). Taxpayer
Bill of Rights 2, Pub. L. No. 104–168,
110 Stat. 1452, (TBOR2) was enacted
July 30, 1996. This notice also provides
guidance with respect to the filing of
returns for these excise taxes, and solic-
its comments to be considered in draft-
ing future guidance. See Notice 96–47,
page 8, this Bulletin, for aspects of
TBOR2 related to the express prohibi-
tion of private inurement for § 501(c)-
(4) organizations, and Notice 96–48,
page 9 , this Bulletin, for disclosure
requirements for, and increases in cer-
tain penalties on, exempt organizations
generally.

I. In General

Section 1311(a) of TBOR2 creates
new § 4958, which imposes excise
taxes on excess benefit transactions. An
excess benefit transactionsubject to
tax under § 4958 is any transaction in
which an economic benefit is provided

tion to exercise substantial influence
over the affairs of the organization.
Disqualified persons also include family
members and certain entities in which at
least 35 percent of the control or benefi-
cial interests are held by persons de-
scribed in the preceding sentence. An
organization manager is an officer,
director, trustee, or any individual hav-
ing powers or responsibilities similar to
those of an officer, director, or trustee.
Section 4958 imposes three taxes. The

first tax is equal to 25 percent of the
excess benefit amount, and is to be paid
by any disqualified person who engages
in an excess benefit transaction
(§ 4958(a)(1)). The second tax is equal
to 200 percent of the excess benefit
amount, and is to be paid by any
disqualified person if the excess benefit
transaction is not corrected within the
taxable period (§ 4958(b)). The third
tax is equal to 10 percent of the excess
benefit amount, and is to be paid by any
organization manager who knowingly
participates in an excess benefit transac-
tion (§ 4958(a)(2)). With respect to any
one excess benefit transaction, the maxi-
mum amount of this third tax may not
exceed $10,000.

II. Effective Date for Excise Taxes

The new § 4958 excise taxes apply to
excess benefit transactions occurring on

certain Chapter 41 or Chapter 42 excise
taxes must file returns on Form 4720 to
calculate and report the taxes due. The
Treasury Department will issue regula-
tions providing that disqualified persons
and organization managers (or their 35
percent controlled entities) liable for
§ 4958 excise taxes on excess benefit
transactions are required to file an an-
nual return on Form 4720. For excess
benefit transactions that occurred after
September 13, 1995, in a taxable year
ending before December 31, 1996, the
persons liable for payment of the excise
taxes must use the 1995 Form 4720 to
calculate and report those taxes. The
Service will revise Form 4720 for tax-
able years ending on or after December
31, 1996.
The Treasury Department will also

issue regulations which will provide that
returns on Form 4720 for taxable years
ending after September 13, 1995, and on
or before July 30, 1996 (the date of
TBOR2’s enactment), will be due on
December 15, 1996. Returns for taxable
years ending after July 30, 1996, will be
due on the 15th day of the fifth month
following the close of that taxable year.
The person filing should clearly mark

the top of the 1995 Form 4720 that it is
for payment of § 4958 excise taxes. Use
Part II–A, columns (a), (b), and (h) to
report information about the person(s)
liable and the amount of the tax; use
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