
Part III. Administrative, Procedural, and Miscellaneous

Weighted Average Interest
Rate Update

Notice 2002–68

Sections 412(b)(5)(B) and 412(l)(7)(C)(i)
of the Internal Revenue Code provide that
the interest rates used to calculate current
liability for purposes of determining the full
funding limitation under § 412(c)(7) and the
required contribution under § 412(l) must
be within a permissible range around the
weighted average of the rates of interest on
30-year Treasury securities during the four-
year period ending on the last day before
the beginning of the plan year.

Notice 88–73, 1988–2 C.B. 383, pro-
vides guidelines for determining the
weighted average interest rate and the re-
sulting permissible range of interest rates

used to calculate current liability for the pur-
pose of the full funding limitation of
§ 412(c)(7) of the Code.

Section 417(e)(3)(A)(ii)(II) of the Code
defines the applicable interest rate, which
must be used for purposes of determining
the minimum present value of a partici-
pant’s benefit under § 417(e)(1) and (2), as
the annual rate of interest on 30-year Trea-
sury securities for the month before the date
of distribution or such other time as the Sec-
retary may by regulations prescribe. Sec-
tion 1.417(e)–1(d)(3) of the Income Tax
Regulations provides that the applicable in-
terest rate for a month is the annual inter-
est rate on 30-year Treasury securities as
specified by the Commissioner for that
month in revenue rulings, notices or other
guidance published in the Internal Rev-
enue Bulletin.

The rate of interest on 30-year Trea-
sury Securities for September 2002 is 4.76
percent. Pursuant to Notice 2002–26,
2002–15 I.R.B. 743, the Service has de-
termined this rate as the monthly average
of the daily determination of yield on the
30-year Treasury bond maturing in Febru-
ary 2031.

Section 405 of the Job Creation and
Worker Assistance Act of 2002 amended
§ 412(l)(7)(C) of the Code to provide that
for plan years beginning in 2002 and 2003
the permissible range is extended to 120
percent.

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

Month Year Weighted
Average

90% to 110%
Permissible

Range

90% to 120%
Permissible

Range
October 2002 5.60 5.04 to 6.16 5.04 to 6.72

Drafting Information

The principal author of this notice is
Todd Newman of the Employee Plans, Tax
Exempt and Government Entities Divi-
sion. For further information regarding this
notice, please contact the Employee Plans’
taxpayer assistance telephone service at
1–877–829–5500 (a toll-free number), be-
tween the hours of 8:00 a.m. and 6:30 p.m.
Eastern time, Monday through Friday.
Mr. Newman may be reached at 1–202–
283–9888 (not a toll-free number).

Interest Rates and Appropriate For-
eign Loss Payment Patterns for
Determining the Qualified Insur-
ance Income of Certain Controlled
Corporations Under Section 954(i)

Notice 2002–69

I. PURPOSE

This notice provides interim guidance for
determining the interest rates and appro-
priate foreign loss payment patterns to be
used by controlled foreign corporations in

come, foreign base company income. Sec.
952(a). Section 954(a)(1) defines the term
“foreign base company income” to include,
among other types of income, foreign per-
sonal holding company income. Section
954(c)(1) sets forth the types of income
(e.g., interest and dividends) that are con-
sidered to be foreign personal holding com-
pany income. Sec. 954(c)(1)(A).

Section 954(i)(1) provides that for pur-
poses of section 954(c)(1), foreign per-
sonal holding company income does not
include “qualified insurance income” of a
“qualifying insurance company”. Section

persons and derived from investments made
by a QIC of an amount of its assets allo-
cable to exempt contracts equal to: (1) in
the case of property, casualty, or health in-
surance contracts, one-third of the premi-
ums earned on those contracts during such
year; and (2) in the case of life insurance
or annuity contracts, 10 percent of the re-
serves described in section 954(i)(2)(A) for
such contracts. Sec. 954(i)(2)(B).

For purposes of determining the first cat-
egory of qualified insurance income, sec-
tion 954(i)(4)(A) provides that the unearned
premiums and reserves of a QIC with re-
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