
Weighted Average Interest Rate
Update

Notice 97–74
Notice 88–73 provides guidelines for

determining the weighted average interest
rate and the resulting permissible range of
interest rates used to calculate current lia-
bility for the purpose of the full funding
limitation of § 412(c)(7) of the Internal
Revenue Code as amended by the Om-
nibus 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 Trea-
sury Constant Maturities for November
1997 is 6.11 percent.

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

Drafting Information

The principal author of this notice is
Donna Prestia of the Employee Plans Divi-
sion.  For further information regarding this
notice, call (202) 622-6076 between 2:30
and 3:30 p.m. Eastern time (not a toll-free

number).  Ms. Prestia’s number is (202)
622-7377 (also not a toll-free number).

 

 

explanation requirement under § 402(f)
and the mandatory 20-percent withhold-

ing requirement under § 3405(c) for cer-
tain distributions made in 1997.

•  Provides an optional rule under
which an employee’s required beginning
date under pre-SBJPA § 401(a)(9) may be
retained.

II. BACKGROUND

Section 401(a)(9) provides that, in
order for a plan to be qualified under 
§ 401(a), distributions of each employee’s
interest in the plan must commence no
later than the “required beginning date”
for the employee.  Prior to the amend-
ments made by the SBJPA, § 401(a)(9)(C)
generally defined the required beginning
date for an employee as the April 1 of the
calendar year following the calendar year
in which the employee attained age 701⁄2.
This meant that an employee who attained
age 701⁄2 was required to commence re-
ceiving distributions from the plan during
the following year, even if the employee
had not retired from employment with the
employer maintaining the plan.

Section 1404(a) of the SBJPA
amended § 401(a)(9) of the Code to pro-
vide that, in the case of an employee who
is not a 5-percent owner, the required be-
ginning date for minimum distributions
from a qualified plan is April 1 of the
calendar year following the later of the
calendar year in which the employee at-
tains age 701⁄2 or the calendar year in
which the employee retires.  In the case
of an employee who is a 5-percent
owner, the required beginning date con-
tinues to be the April 1 of the calendar
year following the calendar year in
which the employee attains age 701⁄2.  An
employee is treated as a 5-percent owner
for purposes of § 401(a)(9) as amended
by the SBJPA if such employee is a 5-
percent owner (as defined in § 416) with
respect to the plan year ending with or
within the calendar year in which such
owner attains age 701⁄2.  Once an em-
ployee is a 5-percent owner described in
the preceding sentence, distributions
must continue to such employee even if
such employee ceases to own more than
5 percent of the employer in a subse-
quent year.

Section 1404(a) of the SBJPA also
amended § 401(a)(9) of the Code to pro-
vide that an employee’s accrued benefit
shall be actuarially increased to take into
account the period after age 701⁄2 in which
the employee was not receiving any bene-
fits under the plan.  The amendments to 
§ 401(a)(9) of the Code apply to years be-
ginning after December 31, 1996.  

The amendments retain the existing
rules relating to the determination of the
required beginning date for distributions

December 22, 1997 18 1997–51  I.R.B.

90% to 107% 90% to 110%
Weighted Permissible Permissible 

Month Year Average Range Range 

December 1997 6.79 6.11 to 7.26 6.11 to 7.47


