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�
Line 1b - ASSETS


�





1b(1)	Current value


Fair market value


Don’t adjust for CB, O/S §412 bases


Exclude 1995 plan year contributions


May differ from Line 2a:


 	Valn date not first day of plan yr


	Insurance contracts in 2a


	Rollover accounts in 2a





1b(2)	Actuarial value of assets


Don’t adjust for CB, O/S §412 bases


Exclude 1995 plan year contributions





�
Line 1c - ACCRUED LIABILITIES


�





1c(1)	Accrued Liability - Immediate gain 





1c(2)	Spread gain methods (FIL, AAN)


Unfunded liability


Entry Age Normal accrued liability


Entry Age Normal cost








�
Line 1d - CURRENT LIABILITY


�





GENERAL DESCRIPTION


Similar to Unit Credit Accrued Liability


Includes Unit Credit normal cost


Excludes future Unpredictable Contingent event benefit liability





1d(1)	Pre-participation exclusion


Can disregard certain service under 412(l)(7)(D) for post 12-31-87 partic.


Only for 412(l)


Not allowed for §412(c)(7) FFL








�
Line 1d - CURRENT LIABILITY


�





1d(2)	RPA '94 Current Liability


Interest rate: 90% - 109% of 48 month average of 30 year Treasury yields


Top end of interest range:


108% in '96, decreasing to


105% in '99


Mortality: Mandated GAM 83 until 2000


Used for 90% RPA '94 FFL floor, and for DRC calculations in line 12








1d(3)	OBRA '87 Current Liability


Interest rate: 90% - 110% of 48 month average of 30 year Treasury yields


Mortality: not mandated


Used for 150% FFL  OBRA '87, and DRC calculations in line 13





Mandated sex distinct mortality rates in RR 95-28. If no pre-ret. mortality assumption, don’t need to use mandated mortality


1d(2)(c) is current liability at highest allowable rate - complete this IFF non-multi and >100 partic in prior year


Use same interest rate for both unless i = 110% for OBRA ’87 (95) 


�
Line 2 - OPERATIONAL INFORMATION





�





Calculated as of the beginning of the plan year





2a	Current assets 


Previously reported on Form 5500, �5500-C, 5500-R, or 5500-EZ


Exclude 1995 plan year contributions





2b	RPA '94 Current Liability


Same as line 1d if valuation date is first day of plan year


If valuation date is not first day of plan year, participant count is based on most recent valuation date





2c	Ratio of assets to current liability


Only show if 2a divided by 2b(4) is less than 70%





Assets may differ from Line 1b:


1. Valn date not first day of plan yr


2. Insurance contracts in 2a


3. Rollover accounts in 2a





�
Line 4a - QUARTERLY CONTRIBUTIONS





�





Exempt from quarterly contributions if 


funded current liability percent >= 100% 


FCLP defined as (AAV-0) / CL


use prior plan year Schedule B values 


mandated interest and mortality





If LY valuation date other than 1st day of prior plan year, should Adjust the current liability from the beginning of the preceding plan year to the valuation date. See Q&A 6 of RR 95-31 


REQUIRED ANNUAL PAYMENT


Calculate at beginning of current plan year


Excludes credit balance in MFSA


Lesser of 


[ LY NC + 412 amort ] * [ 1+i ]


[ TY NC + 412 amort ] *  .90





(NEXT PAGE): Liquidity requirements apply unless: 


FCLP >=100% 


multi-employer


100 or less participants on every day of prior plan year


�
Line 4b - LIQUIDITY REQUIREMENTS





�





General


Excise tax of 10% (increasing to 100%) for plan with unpaid Liquidity Shortfall


Single ER plans with 100+ participants


No lump sum distributions  or annuity payments are permitted�


Definitions


Liquidity Shortfall: Base Amount less Liquid Assets at end of previous quarter


Limited to EOY UCL (include NC) over prior contributions paid for the year


Base Amount is 3 times Adj. Disburse.


Adjusted Disbursements: disbursements from plan less FCL% times sum of ( annuity purchases, lump sums, and other accelerated )


Liquid Assets: cash, marketable securities





Mention attached outline of Revenue Ruling 95-31, Q&A on liquidity


Leave 4b blank if not subject to liquidity reqt. Otherwise, may be 0.


�
Line 6 - ACTUARIAL ASSUMPTIONS





�


NOTE: Line 5, box “c” includes Projected unit credit 





Instructions suggest attaching statements:





Actuarial assumptions not fully described by line 6


Actuarial methods not fully described by line 5





“Also attach a summary of”


Principal benefit and eligibility provisions


Benefits not included in valuation


Description of significant events


Changes in eligibility / benefit provisions


Description (or sample) of plan early retirement factors


Change in assumptions or cost method and justification for such change





Line 7 - New amortization bases


Line 8 - Miscellaneous information includes shortfall method and Alternative Minimum funding standard account





�
Line 9 - FUNDING STANDARD ACCOUNT





�





9c		Attach maintenance schedule of bases:


Type of base


Outstanding balance of each base


Remaining amortization years


Amortization amount





9c(1)	If credit on '94 Schedule B line 9l(ii), establish new base and amortize over ten years





�
Line 9(l) - FULL FUNDING LIMITATION





�





Defined under §412(c)(7)





Used to determine FFL credit in MFSA





Modified by regulations, also used to calculate deductible limit





OBRA '87 added current liability to definition�


RPA '94 added 90% FFL floor�


RPA '94 mandated assumptions for current liability used in 90% FFL floor�





�
Line 9(l)(1) -  ERISA FFL





�





(1+i)	[ Excess, if any, of


	(Accrued liability + normal cost )


over


( { Lesser of market value of assets or 				actuarial value of assets } reduced by 				credit balance )  ]





This definition is based on §412 proposed regulations (12/82) 





Do not treat a debit balance as a negative credit balance





For aggregate cost methods, use the Entry Age Normal method for NC, AL


�
Line 9(l)(2) -  OBRA '87 FFL (SIMPLIFIED)





�





(1+i)	[ Excess, if any, of


( 		150%  of current liability )


over


( { Lesser of market value of assets or 				actuarial value of assets } reduced by 				credit balance )  ]





This definition is based on §412 proposed regulations (12/82) combined with OBRA '87





The current liability is from line 1d(3)





Assumptions were shown back on page 5











�
FULL FUNDING LIMITATION (COMPLEXIFIED)





�





ERISA FFL definition is similar to eAL1 - eAAV1 based on a zero contribution





	eAL1				=	(l+i)(NC0+AL0) - BP(1 + i/2)


	eAAV1			=	(l+i)(AAV0) + (zero+i) - BP(1 + i/2)


eAL1 - eAAV1 	= 	(l+i)(NC0+AL0) - (l+i)(AAV0) 


								+	BP (1 + i/2) -	BP (1 + i/2)





ERISA FFL 	= 	(l+i)(NC+AL) 


							- 	(l+i)[lesser (MV,AAV) - CB] 


							+	[BP (1 + i/2) - BP (1 + i/2)]





OBRA '87 definition is similar, except the 


benefit payment terms don’t cancel out





OBRA FFL	=	150%[(l+iCL)(NCCL+ALCL) - BP(1 + iCL/2)]


							-[(l+i){lesser(MV,AAV)-CB} - BP (1 + i/2)]





Notes: 	(1) iCL, NCCL, ALCL are based on current liability interest rate. 


Assets adjusted with valn “i”.





OBRA 87 FFL calculation technique based on 


Appendix 2 of Rev Proc 90-49


�
Line 9l(3) - RPA '94 FFL





�





(1+i)	[ Excess, if any, of


	(		90%  of current liability )


over


	(		actuarial value of assets)  ]








RPA '94 FFL	=	90%[	(l+iCL)(NCCL+ALCL) - BP(1 + iCL/2)]


									-	[	(l+i)(AAV) - BP (1 + i/2)]








RPA '94 FFL floor based on same current liability definition used for §412(l) AFC�


Based on mandated mortality (GAM 83) for 1995-1999 (Changes in 2000)





High end of interest corridor drops to 109% in '95, 108% in '96, down to 105% in '99�


Purpose is to limit PBGC variable rate premium exemption based on FFL





��
Line 9l(4) - “non-OBRA '87” FFL CREDIT





�





Calculate accum. funding deficiency (AFD) 


ignore credit balance


ignore employer contribution





FFL credit is excess (if any) of AFD over FFL





If FFL credit occurs, and ERISA FFL would have produced FFL credit, eliminate §412 bases in next year’s MFSA





Based on Enrolled Actuaries’ meetings,  when the §412 bases are eliminated, the accumulated reconciliation account is also eliminated


 


��
Line 9l(5) - OBRA '87 FFL CREDIT





�





Result of language in IRC §412(c)(7)(D)(iii):


“treatment...of contributions which would be required... but for the provisions of (A)(i)(I)” 





Refers to OBRA '87 150% current liability piece of FFL credit





Schedule B instructions define new base (see 9c(1)) as excess of FFL credit using OBRA FFL over final FFL credit 





Assume line 9l(5) is non-zero :





At start of year, UAL = §412 bases-CB-ARA


At end of year, MFSA gets OBRA (87 FFL credit (does not affect UAL or §412 bases)


At EOY,  UAL <>  §412 bases-CB-ARA


To get into balance, set up new §412 base = OBRA (87 FFL credit





�
UAL = §412 O/S BASES - CREDIT BAL - ARA





�








�
(1)�
(2)�
(3)�
(4)�
(5)�
�



ITEM�



UAL�
O/S BASES�



CB�



ARA�
Balance?


  (2)-(3)-


  (4)-(1)�
�



01/01/95�



96,000�



102,135�



6,135�
�



-0-�
�
Normal Cost�



11,000�



N/A�



-11,000�
�



-0-�
�
12/31/95 Contrib.�



-25,000�



N/A�



25,000�
�



-0-�
�
6% interest�



6,420�



6,128�



-292�
�



-0-�
�
§412 Amort. 


12/31/95�






N/A�






-7,615�






-7,615�
�






-0-�
�
Interest Penalty�



N/A�



N/A�



-500�



500�



-0-�
�



12/31/95�



88,420�



100,648�



11,728�



500�



-0-�
�



Complete the table to verify that the equation of balance is still satisfied at 12/31/95.


�
Line 11 - ASSUMPTION CHANGES





�





IRS approval required for current liability assumption change:





Approval required for change from 1992 assumptions (excludes change in mortality/interest)


Applies if single employer plan, and


Aggregate UVB (PBGC basis) in controlled group plans ( $50 million (EOY prior year), and


Assumption change reduces UCL by more than $50 million, or greater of �$5 million and 5% of CL before chg


Retroactive to changes made after 10/28/93





Skipped line 10 - minimum contrib to avoid deficiency





�
Line 12a - AFC “GATEWAY %”





�





Plan is exempt from 412(l) Additional Funding Charge if it satisfies the Gateway test:





FCL% ( 90%�


FCL% ( 80%, and FCL% ( 90% for 2 consecutive years of last 3�


Transition rules for 1995-1997 (see next page for detailed example)�


FCL% based on high end of interest range, AAV not reduced by CB�





��
Line 12a - AFC “GATEWAY %”


TRANSITION RULES





�





1. Transition Rules for Plan Years '92 - '94�
92 93 94�
�
�
�
�
To be excluded from GATT for 1995 or 1996, among other conditions, the plan may need a "Y" response to one of the questions A, B, C or D below for any two of the three years '92, '93 and '94�
�
�
      �
�
�
A. Was the 412(c)(7) FFL zero? (Y or N)�
N  N  N�
�
B. Was the 412(l) Add'l Funding Charge zero?�
N  N  Y�
�
C. Was the 412(l) Add'l Funding Charge ( lesser of $5,000,000 and 0.5% of current liability?�



Y  N  N�
�
D. Would the 412(l) Add'l Funding Charge have been zero if the Funded Current Liability Percentage had been calculated under the GATT rules (with the highest interest rate in bracket and with no credit balance deduction from AAV)?�












N  N  N�
�
�
�
�
2. Transition Applicability Table�
�
�
�
�
�
Transition Funded C.L. % (if “Y” above)�
90  0  90�
�
Any 2 years at 90%?�
YES�
�
�
�
�



��
ADDITIONAL FUNDING CHARGE - GENERAL





�





Applies to non-multiemployer >100 partic





Pro-rated between 101 and 150 partic





Use highest number partic on any day





Increase total MFSA charges:


Excess of Deficit Reduction Contribution over Normal Cost plus �ALL §412(b) amortizations


Unpredictable contingent event amount


Use (a) + (b), subject to item 5





Maximum AFC = EOY UCL incl. NC, less �(§412 charges - credits, ignoring AFC)�





�
CURRENT LIABILITY DEFINITIONS





�





12b	Current liability from 1d(2)(a)


		CL





12c	Adjusted value of assets


		AAV-CB





12d	Funded Current Liability Percentage


		100* (AAV-CB) / CL





12e	Unfunded Current Liability


		CL - (AAV-CB)


�


In item 12c, treat debit balance as zero


�
Line 12f - UNPREDICTABLE CONTINGENT 


			 EVENT BENEFIT LIABILITY





�





Enter if included in current liability in 12b, whether or not event has occurred





This is NOT a benefit contingent on:





Age


service


compensation


death


disability


an event that is “reasonably and reliably predictable”








EXAMPLE: 	Shutdown benefit of $400 per month until attainment of age 62 





�
Line 12g - UNFUNDED OLD LIABILITY





�





12g(1)	Outstanding balance of UOL


Calculate UOL less UOLA (LY valn date)


Bring forward with LY CL interest 


UOL95 = (1+j)( UOL94 - UOLA94 )








12g(2)	Additional unfunded old liability:





	Optional rule (ER election)


MAX(0,12e - (12f + 12g(1))


This is UCL on new mortality/interest less outstanding balance of UOL


AFC can’t be lower than pre-GATT AFC�


 	If not optional rule, use Line 15


New UOL layer  for 1995, due to required assumption change


CL on new mortality/interest less CL on '93 mortality and '93 interest times '95/'93 ratio of 48 month Treasury yield





�UNFUNDED NEW LIABILITY / AMOUNT





�





12h	Unfunded new liability (UNL):


		MAX(0,12e - (12f + 12g(3))





	This is unfunded current liability excluding


Unamortized portion of unfunded old liability


Unpredictable contingent event liability











12i		Unfunded new liability amount (UNLA):





		UNLA = UNL * [ 30% - 40% ( 12d - 60% ) ]





		If  12d < 60%, then use  UNL* 30%


�
DEFICIT REDUCTION CONTRIBUTION





�





12j		Unfunded Old Liability Amount:


18 year amortization of Unfunded Old Liability (UOL), starting in 1989


Unfunded Old Liability is Unfunded Current Liability at start of 1988


Amortize over 12 years = 18 - (95-89)�


		   UOLA95 = UOL95 /  � EMBED Equation.2  ���


		  (note: interest rate j in '94, i in '95)





12k	Deficit Reduction Contribution


	12i + 12j + 1d(2)(b)


	Unfunded Old Liability Amount�+ Unfunded New Liability Amount�+	CL NC





�12l		Normal cost plus amortization charges less amortization credits:�9b + 9c(1) + 9c(2) - 9j


�
12m - 	UNPREDICTABLE CONTINGENT 


		EVENT AMOUNT (UCEA)





�





Use greater of:





12m(4)	Unpredictable contingent event benefits times (1-12d) times 40%





12m(5)	Seven year amortization of unpredictable contingent event liability�


12m(6)	MAX(0,12e - 12g(3)) *12i percentage less 12i, should simplify to





			UCE LIAB * [30% - 40% ( 12d - 60% )]








Unless otherwise elected, use 150% of (1) for year that UCE occurs (partial year)


�
PRELIMINARY CALCULATION





�





12n	Preliminary AFC is (a) + (b):


Excess of Deficit Reduction Contribution over Normal Cost plus �ALL §412(b) amortizations


Unpredictable contingent event amount


(1+ iCL) * [MAX(0,12k - 12l ) + 12m(7) ]








12o 	Contributions to increase FCL% to 100:





				[(l+iCL)(NCCL+ALCL) - BP(1 + iCL/2)]


			-	[(l+i){AAV-CB +§412(NC + charges - credits) } 


			- 		BP(1 + i/2) ]





Adjusted current liability less adjusted assets (all at EOY)


See Revenue Ruling 96-21 for details








12p	Lesser of 12n and 12o


� 	


FINAL CALCULATION





�





12q	Transition rule only:�use lesser of 14f and 12p





12r	Optional rule only:�use greater of 13q and 12p





12s	Optional rule and Transition rule:�use lesser of �(1) greater of 13q and 12p, and�(2) 14f





12t	Use value for various cases shown above, or 12p if neither rule elected





12u	Pro-rate 12t for between 101 and 150 participants


Use highest number of participants on any day of prior plan year


Multiply by 2%(# participants-100)


�
ADDITIONAL FUNDING REQUIREMENT


OBRA '87 DEFINITIONS





�





Increase total MFSA charges:


Excess of DRC over certain §412(b) amortizations (excludes G/L, assumption, and cost method amortizations)


Unpredictable contingent event amount


Use (a) + (b), subject to item 2





Maximum AFC = Unfunded Current Liability





UNLA = UNL * [ 30% - 25% ( FCL% - 35% ) ]





DRC = UOLA + UNLA   ( no CL NC piece )�


3rd definition of UCEA did not exist:�UCEL * [ 30% - 40% ( FCL% - 60% ) ]�


���
ADDITIONAL FUNDING CHARGE - OBRA '87





�





13a	Current liability from 1d(3)(a)


		CL





13b	Adjusted value of assets


		AAV-CB





13c	Funded Current Liability Percentage


		100* (AAV-CB) / CL





13d	Unfunded Current Liability


		CL - (AAV-CB)


�


In item 13b, treat debit balance as zero


�
Line 13e - UNFUNDED OLD LIABILITY





�





13e		Outstanding balance of UOL


Calculate UOL less UOLA (LY valn date)


Bring forward with LY CL interest 


UOL95 = (1+j)( UOL94 - UOLA94 )





13f		Unpredictable contingent event benefit 					liability





			 


�
UNFUNDED NEW LIABILITY / AMOUNT





�





13g	Unfunded new liability (UNL):


		MAX(0,13d - (13e + 13f)





	This is unfunded current liability excluding


Unamortized portion of unfunded old liability


Unpredictable contingent event liability











13h	Unfunded new liability amount (UNLA):





		UNLA = UNL * [ 30% - 25% ( 13c - 35% ) ]





		If  13c < 35%, then use  UNL* 30%


�
DEFICIT REDUCTION CONTRIBUTION





�





13i		Unfunded Old Liability Amount:


18 year amortization of Unfunded Old Liability (UOL), starting in 1989


Unfunded Old Liability is Unfunded Current Liability at start of 1988


Amortize over 12 years = 18 - (95-89)�





13j		Deficit Reduction Contribution


	13h + 13i 


	Unfunded Old Liability Amount�+ Unfunded New Liability Amount








13k	Amortization charges less amortization credits for original unfunded, amendments, funding waivers, and AMFSA switchback





If combined/offset bases including those not mentioned in 13k, can not include combined base unless it was un-combined in 1989 using Announcement 90-87


�
13l - 	UNPREDICTABLE CONTINGENT 


		EVENT AMOUNT (UCEA)





�





Use greater of:





13l(4)		Unpredictable contingent event benefits times (1-13c) times 40%





13l(5)		Seven year amortization of unpredictable contingent event liability�








Unless otherwise elected, use 150% of (1) for year that UCE occurs (partial year)


�
ADDITIONAL FUNDING CHARGE





�





13m	Preliminary AFC is (a) + (b):


Excess of Deficit Reduction Contribution over certain �§412(b) amortizations


Unpredictable contingent event amount


MAX(0,13j - 13k ) + 13l(6)





13n 	Assets needed to increase FCL% to �100%, line 13d





13o	Lesser of 13m and 13n


 


13p	Interest adjustment - one year’s interest at OBRA 87 rate from 6c(2) on 13o





13q	Additional funding charge�13o + 13p


	


�
Line 14 - Transition Rule





�





Optional limit on FCL% (ER election)�


AFC is limited to produce increase in FCL% based on pre-defined schedule:


If prior FCL% is ( 75%, (FCL% = 3%


If prior FCL% is ( 85%, (FCL% = 2%


If FCL% between 75% and 85%, interpolate between 2% and 3%


In 2000 and 2001, (FCL% increases 1%


Use 1995 FCL% to determine '95 (FCL%�


Final AFC can’t exceed greater of (2) and the pre-GATT AFC�


Employer can change this election each year





�
Line 14 - Transition Rule





�





14a	Initial funded current liability percentage from line 12d








14b 	Applicable percentage�MIN( 3%, 2% + .1 ( MAX( 0, 85% - 14a )))








14c	Target percentage�14a + 14b





�
Line 14 - Transition Rule





�





14d 	Contributions to increase FCL% to�target percentage 





				[(l+iCL)(NCCL+ALCL) - BP(1 + iCL/2)] * 14c


			-	[(l+i){AAV-CB +§412(NC + charges - credits) } 


			- 		BP(1 + i/2) ]





Adjusted current liability less adjusted assets (all at EOY)


See Revenue Ruling 96-21 for details








14e 	AFC under prior law�13q








14f	AFC under Transitional Rule�Greater of 14d and 14e�
Line 15 - ADDITIONAL UOL WITHOUT OPTIONAL RULE





�





New Unfunded Old Liability layer  for 1995 �due to required assumption change





CL on new mortality/interest less CL on '93 mortality and '93 interest times 95/93 ratio of 48 month Treasury yield�


Amortize over 12 years = 18-(95-89)�


Amortize UOL layer for mortality changes after 1995 over 10 years


�
Line 15 - ADDITIONAL UOL WITHOUT OPTIONAL RULE





�





15a	Current liability interest rate for post-12/31/92 plan year





15b	48 month Treasury yield for post-12/31/94 plan year





15c	48 month Treasury yield for post-12/31/92 plan year





15d	“Prior interest rate”�15a (15b ÷ 15c )





15e	Current liability valued with 15d interest and same mortality as post-12/31/92 plan year





15f	Additional Unfunded Old Liability�MAX ( 0, 12b - 15e )
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