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a bank, as described in § 408(n), or a per-
son who meets the nonbank trustee re-
quirements of section VIII of this notice,
and the account meets the requirements of
section VI of this notice, other than the re-
quirement that it be a trust.

An annuity contract will be treated as a
trust under § 457(g)(1) if the contract is
an annuity contract, as defined in 
§ 401(g), that has been issued by an insur-
ance company qualified to do business in
the state, and the contract meets the re-
quirements of section VI of this notice,
other than the requirement that it be a
trust.  An annuity contract does not in-
clude a life, health or accident, property,
casualty, or liability insurance contract.

The use of a custodial account or annu-
ity contract as part of a governmental 
§ 457(b) plan does not preclude the use of
a trust or another custodial account or an-
nuity contract as part of the same govern-
mental § 457(b) plan, provided that all
such vehicles satisfy the requirements of
§§ 457(g)(1) and (3) and all assets and in-

published in the Internal Revenue Bulletin
in the same manner as prescribed under 
1.408–2(e) of the regulations.

To the extent that a person has already
demonstrated to the satisfaction of the
Commissioner that the person satisfies the
requirements of § 1.408–2(e) of the regu-
lations in connection with a qualified trust
(or custodial account or annuity contract)
under § 401(a), that person will be
deemed to satisfy the  requirements of this
section VIII.

IX.  PAPERWORK REDUCTION
ACT

The collection of information require-
ment contained in this notice has been re-
viewed and approved by the Office of
Management and Budget (OMB) in ac-
cordance with the Paperwork Reduction
Act (44 U.S.C. 3507) under control num-
ber 1545–1580.  

An agency may not conduct or sponsor,
and a person is not required to respond to,
a collection of information unless the col-

each application submitted to qualify as a
custodian.  The estimated number of re-
spondents is 10,260 including 10 applica-
tions for approval as a custodian.

The estimated frequency of responses
is one-time only.

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.

DRAFTING INFORMATION

The principal author of this notice is
Cheryl Press of the Office of the Associ-
ate Chief Counsel (Employee Benefits
and Exempt Organizations).  However,
other personnel from the IRS and Trea-
sury participated in its development.  For
further information regarding this notice,
contact Cheryl Press at (202) 622-6030
(not a toll-free number).

Weighted Average Interest Rate
Update

Notice 98–9
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 December
1997 is 5.99 percent.

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

90% to 106% 90% to 110%
Weighted Permissible Permissible 

Month Year Average Range Range 

January 1998 6.77 6.09 to 7.17 6.09 to 7.44
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Drafting Information

The principal author of this notice is
Donna Prestia of the Employee Plans Di-
vision.  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).

26 CFR 601.201:  Rulings and determination
letters.
(Also Part I, §§ 846, 1.846–1.)

Rev. Proc. 98–11

SECTION 1. PURPOSE

This revenue procedure prescribes the
loss payment patterns and discount fac-
tors for the 1997 determination year.
These factors will be used for computing
discounted unpaid losses under  § 846 of
the Internal Revenue Code.

SEC. 2. BACKGROUND

.01 Section 846 provides that dis-
counted unpaid losses must be separately
determined for each accident year of each
line of business by applying an interest
rate determined under § 846(c) and the
appropriate loss payment pattern to the
amount of unpaid losses as measured at
the end of the tax year.

Section 846(d) directs the Secretary to
use the most recent aggregate loss pay-
ment data of property and casualty insur-
ance companies to determine and publish
a loss payment pattern for each line of
business every five years.  This payment
pattern is used to discount unpaid losses
for the accident year ending with a deter-
mination year and for each of the four
succeeding accident years.

Section 846(e) allows a taxpayer to
make an election in each determination
year to use its own historical payment pat-
tern instead of the Secretary’s tables.  This
election does not apply to any interna-
tional insurance or reinsurance line of
business.

Section 846(f)(4) defines the term “line
of business” as a category for the report-
ing of loss payment patterns on the annual
statement for fire and casualty companies

approved by the National Association of
Insurance Commissioners (NAIC), except
that the multiple peril lines shall be
treated as a single line of business.  Sec-
tion 846(f)(5) states that the term “multi-
ple peril lines” means the lines of busi-
ness relating to farmowners multiple
peril, homeowners multiple peril, com-
mercial multiple peril, ocean marine, air-
craft (all perils) and boiler and machinery.

.02 Pursuant to § 846(d), the Secretary
has determined a loss payment pattern for
each property and casualty line of busi-
ness for the 1997 determination year that,
pursuant to § 846(d)(1), must be applied
through the 2001 accident year.  The loss
payment patterns for the 1997 determina-
tion year are based on the aggregate in-
dustry loss payment experience as re-
ported on the 1995 annual statements
filed by property and casualty insurance
companies and compiled by A.M. Best
and Co.  

.03 The loss payment patterns for the
1997 determination year are based on the
aggregate loss payment information re-
ported on the 1995 annual statements of
property and casualty insurance compa-
nies.  The tables are now arranged in al-
phabetical order.   Following is an addi-
tional explanation of some of the tables.

(1)  NAIC changes in lines of business.
The NAIC has  changed the reporting of
unpaid loss experience on the annual
statement for fire and casualty insurance
companies.  These changes are reflected
in the lines of business set forth below.

(2)  Treatment of Multiple Peril Lines.
Section 846(f)(4) defines the term “line of
business” and states that the multiple peril
lines are to be treated as a single line of
business.  The term “multiple peril lines”
means lines of business relating to far-
mowners multiple peril, homeowners mul-
tiple peril, commercial multiple peril,
ocean marine, aircraft (all perils) and
boiler and machinery.  On the 1990 annual
statement the multiple peril line was repre-
sented by the following three lines:
Homeowners/Farmowners; Commercial
Multiple Peril; and Special Liability
(Ocean Marine, Aircraft (all Perils), Boiler
and Machinery.  On the 1995 annual state-
ment, the multiple peril lines continue to
be represented by the same three lines.

Revenue Procedure 92–47, 1992–2
C.B. 980, prescribed the loss payment

patterns and discount factors for the 1992
determination year.  In that revenue pro-
cedure, the loss payment patterns that
were used followed the changes made to
the 1990 annual statement, including re-
porting the multiple peril lines as three
separate lines of business.  Subsequent
revenue procedures did the same.  See
Rev. Proc. 93–29, 1993–2 C.B. 344, for
the 1993 accident year; Rev. Proc. 94–47,
1994–2 C.B. 688, for the 1994 accident
year; Rev. Proc. 95–40, 1995–2 C.B. 402,
for the 1995 accident year; and Rev. Proc.
96–44, 1996–2 C.B. 330, for the 1996 ac-
cident year.

Because § 846(f)(4) requires that the
multiple peril lines be treated as a single
line of business, the lines of business that
are shown on the 1995 annual statement
as Homeowners/Farmowners; Commer-
cial Multiple Peril; and Special Liability
(Ocean Marine, Aircraft (all Perils),
Boiler and Machinery) are merged in this
revenue procedure as one multiple peril
line of business.  The merged line is enti-
tled “Multiple Peril Lines (Homeown-
ers/Farmowners Multiple Peril, Commer-
cial Multiple Peril, and Special Liability
(Ocean Marine, Aircraft (All Perils),
Boiler and Machinery)).”

(3) Factors to be used when tables indi-
cate loss fully paid. In many situations,
losses are deemed fully paid under the
Secretary’s table prior to AY+14, and no
discount factor is shown for AY+14 and
earlier accident years.  If taxpayers have
unpaid losses relating to an accident year
which is older than the last accident year
for which a discount factor is presented in
the Secretary’s table, those unpaid losses
should be discounted using the discount
factor for the last accident year in the Sec-
retary’s table.

SEC. 3. SCOPE    

This revenue procedure applies to any
taxpayer that is required to discount un-
paid losses under section 846 for a line of
business using the discount factors pub-
lished by Secretary.

SEC. 4. TABLES OF DISCOUNT
FACTORS

.01 The following tables present sepa-
rately for each line of business the dis-
count factors under section 846 of the


