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Q–24. How is the § 415(b) compensa-
tion limitation adjusted for years begin-
ning after December 31, 1994?

A–24. Section 415(d)(1)(B) provides
that the § 415(b) compensation limitation
is adjusted annually for cost-of-living in-
creases in the case of a participant who
has separated from service.  Section
732(b) of GATT changed the base period
for computing the annual adjustments.

For a participant separating from ser-
vice on or before December 31, 1994, the
§ 415(b) compensation limitation for the
1995 calendar year is computed by multi-
plying the participant’s compensation
limitation, as adjusted under prior law
through the 1994 calendar year, by
1.0217. 

PAPERWORK REDUCTION ACT

The collection of information con-
tained in this revenue ruling has been re-
viewed and approved by the Office of
Management and Budget in accordance
with the Paperwork Reduction Act (44
U.S.C. 3507) under control number
1545–1563.

An agency may not conduct or sponsor,
and a person is not required to respond to,
a collection of information unless the col-
lection of information displays a valid
OMB control number.

The collection of information in this
revenue ruling is in Q&A–19.  This rev-
enue ruling provides guidance on the lim-
itations on benefits and contributions
under § 415 of the Code and § 767 of
RPA ’94 as amended by § 1449 of SBJPA,
including the various options that an em-
ployer may elect when implementing the
amendment.  This information will be
used in determining benefits taken into
account for purposes of the minimum
funding requirements for the plan.  The
collection of information is required to as-
sure compliance with the minimum fund-
ing requirements.  The likely respondents
are businesses or other for-profit institu-
tions, nonprofit institutions, and small
businesses or organizations.

The estimated total annual reporting
burden is 35,000 hours.

The estimated annual burden per re-
spondent varies from 15 minutes to 45
minutes, depending on individual circum-
stances, with an estimated average of 30
minutes.  The estimated number of re-
spondents is 70,000.

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.

Effect On Other Documents

Rev. Rul. 95–29, 1995–1 C.B. 81, is
modified and superseded.

Drafting Information

The principal authors of this revenue
ruling are John Heil and Martin Pippins of
the Employee Plans Division.  For further
information regarding this revenue ruling,
contact the Employee Plans Division’s
taxpayer assistance number at (202) 622-
6076 (not a toll-free number) between the
hours of 2:30 p.m. and 3:30 p.m., Eastern
Time, Monday through Thursday.  Mr.
Heil’s telephone number is (202) 622-
7383 (also not a toll-free number).  Mr.
Pippins’ telephone number is (202) 622-
6261 (also not a toll-free number).

Section 417.—Definitions and
Special Rules for Purposes of
Minimum Survivor Annuity
Requirements
26 CFR 1.417(e)–1: Restrictions and valuations of
distributions from plans subject to §§ 401(a)(11)
and 417.

Whether the applicable interest rate described in
§ 417(e)(3) of the Code as applied for purposes of §
415(b)(2)(E) is affected by the Small Business Job
Protection Act of 1996, Pub. L. 104–188. See Rev.
Rul. 98–1 page 5.

Section 467.—Certain
Payments for the Use of
Property or Services

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of January 1998. See Rev. Rul. 98–4, page 18.

Section 468.—Special Rules for
Mining and Solid Waste
Reclamation and Closing Costs

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of January 1998. See Rev. Rul. 98–4, page 18.

Section 482.—Allocation of
Income and Deductions Among
Taxpayers

Federal short-term, mid-term, and long-term
rates are set forth for the month of January 1998. See
Rev. Rul. 98–4, page 18.

Section 483.—Interest on
Certain Deferred Payments

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of January 1998. See Rev. Rul. 98–4, page 18.

Section 642.—Special Rules for
Credits and Deductions

Federal short-term, mid-term, and long-term
rates are set forth for the month of January 1998. See
Rev. Rul. 98–4, page 18.

Section 807.—Rules for Certain
Reserves

The adjusted applicable federal short-term, mid-
term, and long-term rates are set forth for the month
of January 1998. See Rev. Rul. 98–4, page 18.

Insurance companies; interest rate
tables. Prevailing state assumed interest
rates are provided for the determination of
reserves under section 807 of the Code for
contracts isued in 1997 and 1998. Rev.
Rul. 92–19 supplemented in part.

Rev. Rul. 98–2
For purposes of § 807(d)(4) of the Inter-

nal Revenue Code, for taxable years be-
ginning after December 31, 1996, this rul-
ing supplements the schedules of
prevailing state assumed interest rates set
forth in Rev. Rul. 92–19, 1992–1 C.B.
227.  This information is to be used by in-
surance companies in computing their re-
serves for (1) life insurance and supple-
mentary total and permanent disability
benefits, (2) individual annuities and pure
endowments, and (3) group annuities and
pure endowments.  As § 807(d)(2)(B) re-
quires that the interest rate used to com-
pute these reserves be the greater of (1) the
applicable federal interest rate, or (2) the
prevailing state assumed interest rate, the
table of applicable federal interest rates in
Rev. Rul. 92–19 is also supplemented.

Following are supplements to schedules
A, B, C, and D to Part III of Rev. Rul.
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92–19, providing prevailing state assumed
interest rates for insurance products with
different features issued in 1997 and 1998,
and a supplement to the table in Part IV of
Rev. Rul. 92–19, providing the applicable
federal interest rate under § 807(d) for

1997 and 1998.  This ruling does not sup-
plement Parts I and II of Rev. Rul. 92–19.

This is the sixth supplement to the inter-
est rates provided in Rev. Rul. 92–19.  Ear-
lier supplements were published in Rev.
Rul. 93–58, 1993–2 C.B. 241 (interest rates

for insurance products issued in 1992 and
1993), Rev. Rul. 94–11, 1994–1 C.B. 196
(1993 and 1994), Rev. Rul. 95– 4, 1995–1
C.B. 141 (1994 and 1995), Rev. Rul. 96–2,
1996–1 C.B. 141 (1995 and 1996), and Rev.
Rul. 97–2, 1997–1 C.B. 8 (1996 and 1997).

Part III.  Prevailing State Assumed  Interest Rates — Products Issued in Years After 1982.*

Schedule A

STATUTORY VALUATION INTEREST RATES BASED ON THE
1980 AMENDMENTS TO THE NAIC STANDARD VALUATION LAW

A. Life insurance valuation:

Guarantee Duration
(years) Calendar Year of Issue

1998

10 or fewer 5.50**

More than 10 5.25**
but not more than 20

More than 20 4.50**

Source:  Rates calculated from the monthly averages, ending June 30, 1997, of Moody’s Corporate Bond Yield Average—Monthly
Average Corporates.

**  As the applicable federal interest rate for 1998 of 6.31 percent exceeds this prevailing state assumed interest rate, the interest
rate to be used for this product under § 807 is 6.31 percent.

*  The terms used in the schedules in this ruling and in Part III of Rev. Rul. 92-19 are those used in the Standard Valuation Law; the terms are defined in Rev. Rul.
92–19.

Part III,  Schedule B

STATUTORY VALUATION INTEREST RATES BASED ON THE 
1980 AMENDMENTS TO THE NAIC STANDARD VALUATION LAW

B. Single premium immediate annuities and annuity benefits involving life contingencies arising from other annuities with cash set-
tlement options and from guaranteed interest contracts with cash settlement options:

Calendar Year of Issue Valuation Interest Rate

1997 6.75*

Source:  Rates calculated from the monthly averages, ending June 30, 1997, of Moody’s Corporate Bond Yield Average — Monthly
Average Corporates.  The terms used in this schedule are those used in the Standard Valuation Law as defined in Rev. Rul. 92–19.

*As this prevailing state assumed interest rate exceeds the applicable federal interest rate for 1997 of 6.33 percent, the prevailing state assumed interest rate of
6.75 percent is to be used for this product under § 807.*  
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Part III, Schedule D15—1997

STATUTORY VALUATION INTEREST RATES BASED ON NAIC STANDARD 
VALUATION LAW FOR 1997 CALENDAR YEAR BUSINESS GOVERNED BY THE 1980 AMENDMENTS   

D.  Valuation interest rates for other annuities and guaranteed interest contracts that are contracts with cash settlement options and
that are valued on a change in fund basis:

Cash Future Valuation Interest Rate
Settlement Interest Guarantee Duration For Plan Type
Options? Guarantee? (years) A B C 

Yes Yes 5 or fewer 7.50 7.00 5.50*
More than 5, but not more than 10 7.25 7.00 5.50*
More than 10, but not more than 20 6.75 6.50 5.25*
More than 20 5.75* 5.75* 5.00*

Yes No 5 or fewer 7.75 7.25 5.75*
More than 5, but not more than 10 7.50 7.25 5.75*
More than 10, but not more than 20 7.00 6.75 5.50*
More than 20 6.00* 6.00* 5.25*

Source:  Rates calculated from the monthly averages, ending June 30, 1997, of Moody’s Corporate Bond Yield Average—Monthly
Average Corporates.

*As the applicable federal interest rate for 1997 of 6.33 percent exceeds this prevailing state assumed interest rate, the interest rate to be used for this product under §
807 is 6.33 percent.

Part III, Schedule C15 - 1997

STATUTORY VALUATION INTEREST RATES BASED ON NAIC STANDARD VALUATION 
LAW FOR 1997 CALENDAR YEAR BUSINESS  GOVERNED BY THE 1980 AMENDMENTS

C.  Valuation interest rates for other annuities and guaranteed interest contracts that are valued on an issue year basis:

Cash Future Valuation Interest Rate
Settlement Interest Guarantee Duration For Plan Type
Options? Guarantee? (years) A B C 

Yes Yes 5 or fewer 6.75 5.75* 5.25*
More than 5, but not more than 10 6.50 5.75* 5.25*
More than 10, but not more than 20 6.00* 5.25* 5.25*
More than 20 5.25* 4.75* 4.75*

Yes No 5 or fewer 7.00 6.00* 5.50*
More than 5, but not more than 10 6.75 6.00* 5.50*
More than 10, but not more than 20 6.25* 5.50* 5.25* 
More than 20 5.25* 5.00* 5.00*

No Yes or No 5 or fewer 6.75 
More than 5, but not more than 10 6.50 

NOT APPLICABLE
More than 10, but not more than 20 6.00*
More than 20 5.25*

Source: Rates calculated from the monthly averages, ending June 30, 1997 of Moody’s Corporate Bond Yield Average—Monthly
Average Corporates.

*As the applicable federal interest rate for 1997 of 6.33 percent exceeds this prevailing state assumed interest rate, the interest rate to be used for this product under §
807 is 6.33 percent.



EFFECT ON OTHER REVENUE 
RULINGS

Rev. Rul. 92–19 is supplemented by the
addition to Part III of that ruling of pre-
vailing state assumed interest rates under §
807 for certain insurance products issued
in 1997 and 1998 and is further supple-
mented by an addition to the table in Part
IV of Rev. Rul. 92–19 listing applicable
federal interest rates.  Parts I and II of Rev.
Rul. 92–19 are not affected by this ruling.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Ann H. Logan of the Office of Assis-
tant Chief Counsel (Financial Institutions
and Products).  For further information re-
garding this revenue ruling contact her on
(202) 622-3970 (not a toll-free call).

Section 846.—Discounted
Unpaid Losses Defined

The adjusted applicable federal short-term, mid-

prescribed rates for federal income tax
purposes for January 1998 (the current
month.) Table 1 contains the short-term,
mid-term, and long-term applicable fed-
eral rates (AFR) for the current month for

to pooled income funds described in §
642(c)(5) that have been in existence for
less than 3 taxable years immediately
preceding the taxable year in which the
transfer is made. 

January 12, 1998 18 1998–2  I.R.B.

Part IV.  Applicable Federal Interest Rates.

TABLE OF APPLICABLE FEDERAL INTEREST RATES FOR PURPOSES OF § 807

Year Interest Rate

1997 6.33
1998 6.31

Sources:  Rev. Rul. 96–57, 1996–2 C.B. 82 for the 1997 rate and Rev. Rul. 97–50, 1997–49 I.R.B. 5 for the 1998 rate.

REV. RUL. 98–4 TABLE 1

Applicable Federal Rates (AFR) for January 1998

Period for Compounding

Annual Semiannual Quarterly Monthly

Short-Term
AFR 5.70% 5.62% 5.58% 5.56%

110% AFR 6.28% 6.18% 6.13% 6.10%
120% AFR 6.85% 6.74% 6.68% 6.65%
130% AFR 7.44% 7.31% 7.24% 7.20%

Mid-Term
AFR 5.93% 5.84% 5.80% 5.77%

110% AFR 6.52% 6.42% 6.37% 6.34%
120% AFR 7.13% 7.01% 6.95% 6.91%
130% AFR 7.73% 7.59% 7.52% 7.47%
150% AFR 8.95% 8.76% 8.67% 8.60%
175% AFR 10.48% 10.22% 10.09% 10.01%


