
Part III. Administrative, Procedural, and Miscellaneous
Electronic Submission of Lists
Identifying Contracts Subject
to Closing Agreements Under
Rev. Rul. 2005–6

Notice 2005–35

This notice provides procedures under
which a list identifying the contracts sub-
ject to a closing agreement under Rev. Rul.
2005–6, 2005–6 I.R.B. 471, may be sub-
mitted to the Internal Revenue Service in
electronic format.

Rev. Rul. 2005–6 provides that for pur-
poses of determining whether a contract
qualifies as a life insurance contract under
§ 7702 of the Internal Revenue Code, and
as a modified endowment contract (MEC)
under § 7702A, charges for qualified ad-
ditional benefits (QABs) must be taken
into account under the expense charge
rule of § 7702(c)(3)(B)(ii). The revenue
ruling provides three alternatives to life
insurance contract issuers whose com-
pliance systems do not currently account
for charges for QABs under the expense
charge rule of § 7702(c)(3)(B)(ii). Under
Alternatives B and C of the ruling an is-
suer may request relief in the form of a
closing agreement under which contracts
will not be treated as having failed the
requirements of § 7702(a) or as MECs
under § 7702A by reason of improperly
accounting for charges for existing QABs.
The issuer’s request for a closing agree-
ment must include a list identifying the
contracts for which relief is requested.

The Internal Revenue Service has
learned that, in some cases, a list iden-
tifying the contracts subject to a closing
agreement may be sufficiently large that
it could be burdensome for issuers to pro-
vide the list on paper. Accordingly, an
issuer may submit the list electronically,
in read-only format, on either a CD-ROM
or diskette. Adobe Portable Document
format is a suitable format. Other formats
may be arranged on a case-by-case ba-
sis. The issuer must provide a total of 3
CD-ROMs or diskettes, one for each of the
three (3) copies of the closing agreement.

The principal author of this notice is
Melissa S. Luxner of the Office of As-
sociate Chief Counsel (Financial Institu-
tions & Products). For further information
regarding this notice, contact Melissa S.
Luxner at (202) 622–3970 (not a toll-free
call).

CORPORATE BOND WEIGHTED
AVERAGE INTEREST RATE

Sections 412(b)(5)(B)(ii) and 412(l)
(7)(C)(i), as amended by the Pension
Funding Equity Act of 2004, provide that
the interest rates used to calculate current
liability and to determine the required
contribution under § 412(l) for plan years
beginning in 2004 or 2005 must be within
a permissible range based on the weighted
average of the rates of interest on amounts
invested conservatively in long term in-
vestment grade corporate bonds during the
4-year period ending on the last day before
the beginning of the plan year.

Notice 2004–34, 2004–18 I.R.B. 848,
provides guidelines for determining the
corporate bond weighted average interest
rate and the resulting permissible range
of interest rates used to calculate current
liability. That notice establishes that the
corporate bond weighted average is based
on the monthly composite corporate bond
rate derived from designated corporate
bond indices.

The composite corporate bond rate for
April 2005 is 5.55 percent. Pursuant to No-
tice 2004–34, the Service has determined
this rate as the average of the monthly
yields for the included corporate bond in-
dices for that month.

The following corporate bond weighted
average interest rate was determined for
plan years beginning in the month shown
below.

For Plan Years
Corporate

Bond 90% to 100%
Beginning in: Weighted Permissible

Month Year Average Range

May 2005 5.97 5.38 to 5.97

30-YEAR TREASURY SECURITIES
WEIGHTED AVERAGE INTEREST
RATE

Section 417(e)(3)(A)(ii)(II) defines
the applicable interest rate, which must
be used for purposes of determining the
minimum present value of a participant’s
benefit under § 417(e)(1) and (2), as the

annual rate of interest on 30-year Treasury
securities for the month before the date
of distribution or such other time as the
Secretary may by regulations prescribe.
Section 1.417(e)–1(d)(3) of the Income
Tax Regulations provides that the applica-
ble interest rate for a month is the annual
interest rate on 30-year Treasury securi-

ties as specified by the Commissioner for
that month in revenue rulings, notices or
other guidance published in the Internal
Revenue Bulletin.

Section 404(a)(1) of the Code, as
amended by the Pension Funding Eq-
uity Act of 2004, permits an employer
to elect to disregard subclause (II) of
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