tact Ms. Wei or Ms. Zweibel at (202)
622-7900 (not a wli-free call).

26 CFR60).201, Rulingy and detenmination letters.
{Also Part I § 4300 )

Rev. Proc. 2007-37

SECTION 1. PURPOSE

The purpose of this revenue procedure
is to set forth the procedure by which the
sponsor of a defined benefit plan, other
than a multiemplover plan, may request
and obtain approval for the use of plan-
specific substitute mertality tables in ac-
cordance with § 430(h)(3)(C) of the In-
ternal Revenue Code (Code) and section
303¢h 33 Cy of the Employee Retirement
Income Security Act of 1974, as amended
(ERISA),

SECTION 2. BACKGROUND
INFORMATION

01 Section 412 of the Code provides
minimum funding requirements for de-
fined benefit pension plans. Section 430,
which was added by the Pension Protec-
tion Act of 2006, Pub. L. No. 109-280,
120 Stat. 780, specifies the minimum
tunding requirements for defiped benefit
plans other than multiemployer plans pur-
suant to § 412 and is generally effective
for ptan vears beginning on or after Jan-
uary |. 2008. Section 430(h)(3)A) sets
forth rutes regarding the use of generally
applicable mornality tables for purposes of
§ 430. Section 430¢h)(3)C) and section
J03(h3HC) of ERISA provide that the
Secretary of the Treasury may approve
substitute mortzlity tables to be used in
determining any present value or making
any computation under those sections for
a period not to exceed ten years. Mortality
tubles meet the requirements for substitute
mortality tables it the pension plan has
a sufficient number of plan participants
and the plan has been maintained for a
sufficient period of time in order to have
credible mortality experience. and such
tables reflect the actual experivnce of the
plan and projected trends in general mor-
tality experience of participants in pension
plans. Except as provided by the Secre-
tary. a plan sponsor cannot use substitute
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mortality tables for any plan unless sub-
stituic mortakity tables are established and
used for each other plan subject to § 430
of the Code that is maintained by the plan
sponsor and the plan sponsor’s controlled
group.

.02 Proposed regulation § 1.430(h)
(3)-1, which sets forth proposed rules
regarding the use of generally applicable
mortality tables for purposes of § 430,
and proposed regulation § 1.430thy3)-2,
which sets forth proposed rules for the
use of substitute mortality tables under
§ 430(h)(3NCy treferred to elsewhere n
this revenue procedure as the “proposed
regulations™). were published in the Fed-
eral Register on May 29. 2007, at 72 FR
29456, Under the proposed regulations
(REG--143601-06. 2007-24 LR.B. 1398),
substitute mortality tables must reflect the
actual mortality experience of the pension
plan muintained by the plan sponsor for
which the tables are 10 be used and that
mortality experience must be credibie.
Separate mortality tables must be estab-
lished for each gender under the plan, and
a substitute mortality table is permitted to
he eslablished for a gender only 1f the plan
has credible mortality experience with
respect to that gender. 1f the mortality ex-
perience for one gender is credible but the
mortality experience for the other gender
is not credible. then the subshtute mor-
tality tables are used for the gender that
has credible monality experience. and the
mortality tables under proposed regnlation
§ 1.430(h)3)-1 are used for the gender
that does not have credibic mortality expe-
rience. If separate mortality tables under
§ 430(h}3WD) are used for certain dis-
abled individuals under a plan, then those
individvals arc disregarded for all pur-
poses with respect to substituie mortality
tables under § 430(h)3C). Thus, if the
mortality tables under § 430(h)} 31 D) are
used for certain disabled individuals under
a plan, mortality experience with respect
to those mndividuals must be excluded in
determining mortality rates for substitute
mortality tables with respect to a plan.

Under the proposed regulations, a sub-
stitute mortality table is based on credible
mortality experience tor a gender within a
plan if and only if the mortality experience
is hased on at least .00 deaths within that
gender over the perind covered by the ex-
perience study. The experience study must
be based on mortality experience data over
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a2, 3, ord-conseculive year perind, the last
day of which must be less than 3 years be-
fore the first day of the first plan year for
which the substitute mortality tables are to
apply.

Development of a substitute mortal-
ity table under the proposed regulations
requires creation of a base table (Basc
Table) and identification of a base year
{Base Year), which are then used to de-
termine generational substilute mortality
tables. The Base Table must be developed
from a study of the mortality experi-
ence of the plan using amounts-weighted
data. The proposed regulations also set
torth rules regarding development of
amounts-weighted mortality rates for an
age and the determination ot the Base
Year. The proposed regulations provide
that amounts-weighted mortality rates
may be derived Irom amounts-weighted
mortality rates for age groups.

The proposed regulations  provide
that Base Tables may be constructed
either directly through graduation of
amounts-weighted mortality rates or indi-
rectly by applying a level percentage to
tables prescribed by § 430(h)(3¥A), pro-
vided that the resulting tables sufficiently
reflect the plan’s moctality experience.
The Service may permif the construction
of Base Tables through application of a
level percentage to other recognized mor-
tality tables, applying similar standards 10
ensure that the resulting tables are sutfi-
ciently refllective of the plan’s mortality
experience.

As noted above, except as provided by
the Secretary. a plan sponsor cannol use
substitute mortality tables for any plan on-
less substitute mortality tables are estab-
lished and used for each other plan sub-
jectta § 430 that ts maintained by the plan
sponsor and the plan sponsor’s controlled
group. Underthe proposed regulations. the
use of substitute mortality tables for one
plan would not be prohibited merely be-
cause another plan maintained by the plan
sponsor (or by a member of the plan spon-
sor's controlled group) cannot use substi-
tute mortality tabies because neither the
mates nor the females under that other plan
have credible mortality experience for a
ptan year. Thus, if a sponsor’s controlled
group maittaing iwo pension plans subject
to § 430, each of which has credible mor-
tality experience for at least one gender,
then either both pluns must obtain approval
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from the Service to use substitute mortal-
11y tables or neither plan may use substitute
mortality tables. By contrast, if. for one
ot those plans, neither males nor females
have credible mortality expericnce, then
the plan without credible mortality expe-
rience will not interfere with the ability of
the plan with credible mortality experience
to use substitute mortality tables,

SECTION 3. GENERAL
ADMINISTRATIVE PROCEDURES

01 Complianee with Regulations. Un-
ai final regulations under § 430(h 30
are issued, requests for the use of sub-
stitute mortality tables must satisfy the
requirements  of  proposed regulation
§ 1.430th)33-2.  After those final reg-
ulations are issued. requests minst satisfy
the requirements of the final regulations.

02 Submission. Requests for the use of
substitute mortality tables must be subniit-
ted to:

Inlernal Revenue Service
Auention: EP Letter Rulings
P.O. Box 27063

McPherson Station
Washington, D.C. 20038

The user fee requued by section
6.01(10) (All other letter rulings} of Rev.
Proc. 2007-8, 2007- 1 LR.B. 230. or its
successors. must be sent with such re-
quests.

032 Necessarv Procedural Documents.
A request will not be considered unless it
complies with (1) through (3) below.

{1y The request (and any subsequently
provided additional information) must be
signed by the employer maintaining the
plan(s) {the “applicant™ or an authorized
representative of the applicunt who must
be identificd in (a). tb), (c), (d} or (e} of
section 9.02(11) of Rev. Proc. 2007-4,
2007-1 LRB. 118, or its successors.
Where an authorized representative signs
the request or will appear before the Ser-
vice in connection with the request. a
properly signed and dated Form 2848,
Power of Anornev and Declaration of
Representative. must be submitled with
the request. An individual is not an au-
thorized representative of the applicant
merely on account of being the adminis-
trator or trustee of the plan,

(2y The request also must contain a
declaration in the following form: “Under
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penaities of perjury. 1 declare that 1 have
examined this request. or this modifica-
tion to the request, including accompa-
nying documents, and. o the best of my
knowledge and belief. the request or the
modification contains all the relevant facts
relating to the request, and such facts are
true, correct. and complete.” This dec-
laration must be signed by the applicant
{e.g., an authorized officer of a corpora-
tion). The signature of an mdividual with
a power of attorney will not suffice lor the
declaration. See section 9.02(13) of Rev.
Proc. 2007 4.

{3) Because a reguest for the use of
substitute mortahity tables constitutes a re-
quest for a ruling, compliance with § 6110
of the Code is alvo required  Section
601.201 of the Statement of Procedural
Rules sets forth the requirements applica-
ble to requests for rulings and determina-
tion letters which are subject to § 6110
Scction 601.201(e} turnishes specific in-
structions to applicants,

The applicant nust provide with the
request either a siatement of proposed
deletions and the siatutory basis for each
proposed deletion. or a statement that no
information other than names. addresses,
and taxpayer identifying numbers need be
deleted.

04 Checklist. A checklist has been
provided in Appendix A for the conve-
nience of the applicam submitting the re-
quest. This checklist should be signed, by
the applicant or authorized representative.
and dated and placed on top of the request.

SECTION 4. DEADLINE FOR
REQUESTING THE USE OF
SUBSTITUTE MORTALITY TABLES

OL fn General. A request for the use of
substitute mortality tables generally must
be submitted at least 7 months prior to the
first day of the first plan year for which
the substitute mortality 1ables are o apply.
Thus, for example. if the first plan year to
which substitute mortality tables are to ap-
ply is the plan year that begins January 1.
2009, then the deadline is June [, 2008.
Notwithstanding the gencrally applicable
deadline, a request to use subslitute mor-
tality tables is timely if it is submitted on
or before October {. 2007,

02 Incomplete Reguests. Generally, an
incomplete request for ilie use of substitute
mortality tables will be summarily denied
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absent mutual agrecment of the Service
and the applicant to extend the 180-day pe-
ried specified under § 430(0)(3) (v,
Except as provided in section 3.06 of this
revenue procedure, the applicant should
not assume that the Service will agree to
extend the 180-day period for a request
that does not include substantially all of
the applicable information specified in
sections 3 through 13 ol this revenue pro-
cedure.

SECTION 5. GENERAL RULES

01 The Service will deny a request if
the request fails to meet the requirements
of this revenue procedure or if the Service
delermines that a substituic mortality table
does not sufficiently reflect the mortality
experience of the apphcable plan popula-
fion,

L2 If separaic mortality tables arc
used for disabled individuals pursuant to
§ 430(h) 3 D), then those individuals are
disrcgarded for all purposes under this
revenue procedure.

03 A separate reguest must be made
with respect to each plan (the “Plan™). or
group of plans that are permissively aggre-
gated (the “Permissive Group™). for which
the use of g substitute mortality table or
tubles is requested. The reguest must in-
clude a complete copy of the Base Tables
that will form the basis for the substitute
mortality tables that will be used. The re-
quest must state the first day of the first
plan year for which the substitute mortality
tables are to be applicable (the “Requesled
Effective Plan Year™) and must state the
term of years {not more than 10) thar the
tables are requested to be used. Each re-
quest also must identify the Base Year of
the Base Tables,

.04 The request must include a descrip-
tion of the populations within the Plan (or
the Permissive Group) for which the use of
substitute mortality tables is requested and
a description of the populations, it any, for
which the use of subsiitute mortatity tables
is not requested.

For example. if the use of substitute
mortality tables is requested for nondis-
abled female individuals (but for no other
individuals) where separate mortality ta-
bles are used for disabled individuals pus-
suant to § 430(h)(3){D}, then the popula-
tien for whom the vse of substitute mortal-
ity tables ix requested would be described
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as “Nondisabled Females” and the popu-
lation for whom the use of substitute mor-
tality tables is not requested would be de-
scribed as “Nondisabled Males.”

Similarly, if the use of substitute mor-
tality tables is requested for male annui-
tants (but not male non-annuitants) and for
females on a combined annuitant/nonan-
nwitant basis, in each case including dis-
abled individuals, then the populations for
whom the use of substitute mortality tables
is requested would be described as “Male
Annuitants” and “Females”, and the popu-
lation for whom the use of substitute mor-
tality tables is not requested would be de-
scribed as “Male Nonannuitants.™

.05 The request must include the plan
identification information described in
Section 6, the credible mortality experi-
ence demonstrations described in Section
7. the stability demonstrations described
in Section &, the lack of credible mortality
experience demonstrations described in
Section 9, the unadjusted mortality expe-
rience described in Section 10, the Base
Table construction methods as set forth in
Section 11 or 12, and the demonstrations
with respect to the Base Tables described
in Section 13,

.06 If there are other plans subject to
§ 430 maintained by the applicani, or
members of the applicant’s controlled
group, that have credible mortality ex-
perience for which the use of substitute
mortality tables will be requested in a
separate request, then the Service will not
summanly deny the request for the use of
substitute mortality tables on the grounds
that all plans with credible mortality expe-
rience maintained by the applicant would
not be using substitute mortality tables,
but only if the applicant requests that the
E80-duy review period provided under
§ 430()(3XCH(v )(ID) not begin for the ini-
tial request and any such separate request
until the date all such scparate requests
have been received, and only if those
separale requests are submitted within 90
days after the receipt of the initial request
(and no later than the deadline that applies
to each such separate request under sec-
tion 4 of this revenue procedure). In the
absence of such a request for a delay in the
start of the 180-day review period, or if
all such separate requests are not submit-
ted within 90 days after the receipt of the
initial request, the Service will summarily
deny the request for the use of substitute
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mortality tables on the grounds that all
plans with credible mortality experience
maintained by the applicant would not be
using substitute mortality tables.

Exgmple. Employer E maintains Plans A and B,
hoth uf which are calendar year plans that have esch
had over 2,500 deaths in each of vhe last five years.
Emptoyer E submits a request for the use of substi-
tute mortality tables for Plan A for the 2009 plan year
that is reccived on February 15, 2008 (the “A Re-
quest™y. To avold denial of the A Request on the
grounds that all plans with credible mortality experi-
ence maintained by the applicant would not be using
substitute mortality tables, Employer E requests that
the 180-day review peried of the A Request not begin
until the receipt of a separale request for the 2009 plan
year from Employer E for the use of substitute mor-
tality tables by Plan B. The Service aprecs to defer
commencement of the 180-day period, but will sum-
marily deny the application unless Employer E sub-
mits a separate request for the use of substitute mor-
tality tables for Plan B no later than May 15, 2008,

07 if two or more plans are permis-
sively aggregated for the purpose of con-
structing substitute mortality tables. then
such plans are treated as a single plan for
all purposes of this revenue procedure,
Accordingly, if two or more plans are per-
missively aggregated, then all populations
within the plans must be so aggregated.

Example. Employer F maintains Plans C, D, and
E, each of which had 500 male deaths and 1) female
deaths in each of the last five vears. Employer F may
request to use one substitute male mortality table and
one substitute female mortahity table for the aggrepa-
tion of Plans C. D, and E. However, Employer F may
not aggregate Pluns C. D, and E and request to use
one substitute female mortality table for Plans C, D,
and E. and three separate substitute male mortality ta-
bles for Plans C, D, and E.

SECTION 6. IDENTIFICATION OF
PLANS

.01 The following plan information
must be provided for the Plan {or for each
plan within the Permissive Group) for
which the use of substitute monality ta-
bles is requested:

(1) Plan name;

(2) Plan number;

(3) Plan year (f.e., calendar, or if fiscal,
the first and last day);

(4) Employer identification number;

(5} Date of plan establishment; and

(6) Copies of the actuarial valuation re-
ports for each plan year which begins or
ends during the Experience Study Period
as defined in section 7.01 of this revenue
procedure.

.02 The following information must
be provided for each plan that is subject
to § 430 maintained by the applicant, or

1435

members of the applicant’s contrelled
group, for which the use of substitute mor-
tality tables is not requested:

{1) Plan name;

(2) Plan number;

(3) Plan year {i.e., calendar. or if fiscal.
the first and last day);

(4} Employer identification number;

{5) Date of plan establishment;

{6) If the plan is newly acquired, the
date of the merger. acquisition, or similar
transaction described in § [.410(b)-2(f) of
the regulations, and the date described in
§ 410(b)6)(CHii)(ID); and

{7) The Lack of Credible Mortality Ex-
perience Demonstration Period. or, if the
plan is not required to identify such a pe-
riod, the applicable exception. (See sec-
tion 9 of this revenue procedure.)

.03 The following additional informa-
tion must be provided with respect to each
plan that is subject te § 430 that is main-
tained by the appiicant, or member of the
applicant’s controlled group, that was spun
off from another plan that is maintained by
the applicant within the five-year period
preceding the date of the request:

(1) The plan name and the plan number
of the spun off plan, and the plan name and
number of the plan from which the spinoff
occurred;

(2) The employer identification number
of the employer maintairing the spun off
plan and the employer tdentification num-
ber of the employer maintaining the plan
from which the spinoff occurred:

(3) The date of the spinotT;

{4) The approximate number of individ-
vais covered by the spun off plan as of
the date of the spinoff and the appreximate
number of individuals covered by the plan
from which the spinoff occurred, prior to
the spinoff; and

(5) The reason for the spinoft.

SECTION 7. DEMONSTRATIONS
OF CREDIBLE MORTALITY
EXPERIENCE

01 The applicant’s request must iden-
tify the peried of time covered by the
mortality experience study (the “Experi-
ence Study Period”) used 1o develop the
Base Table(s) and must identify the Base
Year. Different Experience Study Periods
for different populations within a plan
are not permittcd. Except as provided in
subsection .02 of this scction, different
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Experience Study Periods for different
plans within the Permissive Group are not
permitted. Thus, a plan that does not have
maortality experience for the entire Expe-
rience Study Period may not be included
in the Permissive Group. Similariy. a
plan that was acquired subsequent to the
first day of the Experience Study Period
may be included in the Permissive Group
only if the applicant includes mortality
experience for the full Experience Study
Period. Thus. in such cases, the mortality
experience study must include mortality
experience that occurred before the date
of acquisition.

02 A plan that came into existence by
reason of a spinoff from the Plan (or from
a plan within the Permissive Group) dur-
ing the Experience Study Period may be
included in the Permissive Group. In such
a case, the period of time covered by the
moriality experience study with respect to
the spun off plan will begin as of the date
of the spinoff. However, the mortality ex-
perience of the individvals covered by the
spun off plan from the first day of the Ex-
perience Study Period to the date of the
spinoff’ would be included as part of the
experience of the single plan that existed
before the spinoff.

03 In order 1o demonstrate credible
mortality experience, the nember of deaths
during each year of the Experience Study
Period (and, in total, for the entire Experi-
ence Study Period) within each population
for which the use of substitute mortality
tables is requested must be provided in
labutar form.

SECTION 8. DEMONSTRATION OF
STABILITY

01 The tollowing information must be
provided in tabular form for each popula-
tion within the Plan {or plans within the
Permissive Group) for which the use of a
substitute mortality table is requested, ag-
gregating all plans that have the same plan
year:

(1) The average number of individuals
within the poputation during the Experi-
ence Study Penod; and

(2) The number of individuals within
the population as of the lust day of the plan
year immediately preceding the plan year
during which the use of substitute mortal-
ity tables is regucsted.
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A reasonable estimate of the number
of plan individuals, such as the estimated
number of participants and beneficiaries
used for purposes of PBGC Form 1-ES,
may be used 10 provide the information re-
quested in subsection .01{1) of this section,

.02 If the difference between (1) and (2)
of subsection .01 of this section within any
population, for any plan year, reflects a dif-
ference of 20 percent or more, then an anal-
ysis that shows that the mortality experi-
ence during the Experience Study Period
is still accurately predictive of the future
mortality of the population must be sub-
mitted.

SECTION 9. DEMONSTRATIONS OF
LACK OF CREDIBLE MORTALITY
EXPERIENCE

01 General Rule. For all plans main-
1ained by the applicant, except as described
in subsections .02 and .03 of this section,
the 4-year period of time used to demon-
strate a lack of credible mortality experi-
ence must be identified (the “Lack of Cred-
ible Mortality Experience Demonstration
Period™).

02 Generat Exception. Plans described
in paragraphs (1), (2), or (3} are not re-
quired to identify a Lack of Credible Mor-
tality Experience Demonstration Period.

{1) Plans for which the use of substi-
lute monality tables is requested for ail
populations {other than disabled popula-
tions for whom the tables prescribed under
§ 430(h) 3y D) are used);

(2) Plans for which the use of substi-
tute mortality tables hus previously been
approved by the Service and the term of
years of such approval ends subsequent to
the last day of the Requested Effective Plan
Year; and

(3y Newly acquired plans for which
the last day of the period described in
§ 430(b)6)(C) is a date on or after the first
day of the plan year for which the use of
substitute mortality tables is requested,

03 Exception for Certain Newly Ac-
quired Plans. Newly acquired plans (as
defined in § 1.430¢h)(3)-2) for which
the last day of the period described in
§ 410(b)(6KC} is a date prior to the first
day of the plan year for which the usc of
substitute moriality tables is requested,
and for which the applicant has elected
not to include mortality experience prior
t the date of the acquisition, may identify
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a Lack of Credible Mortality Experience
Demonstration Period less than 4 years in
length. For such plans, the Lack of Cred-
iblc Mortality Experience Demonstratton
Period must begin no later than the date of
acquisition of the plan and end not more
than one year and one day before the first
day of the plan year for which the use of
substitute mortality tables is requested.

.04 Demonstrations of Plan-Wide Lach
of Credible Mortality Experience. The fol-
lowing information must be provided in
tabular form for each plan that is not within
the Permissive Group and which docs not
fall within ane of the exceptions provided
in subsection .02 of this section:

(1) The number of male deaths during
the Lack of Credible Mortality Experience
Demenstration Period; and

(2) The number of female deaths during
the Lack of Credible Mortality Experience
Demonstration Period.

5 Demonstrations of Lack of Credible
Mortaliry Experience for Certain Popula-
tions. The number of deaths for the popu-
lation during the Lack of Credible Mortat-
ity Expericnce Demonstration Period must
be provided in tabutar form for each rele-
vant population within the Plan (or plans
within the Permissive Group) for which
the use of substitute mortality tables is not
requested.

The relevant populations for this pur-
pose would, for example, be nondisabled
females if the request was 1o use a substi-
tute mortality table for nondisabled males
(but for no other individuals) where sepa-
rate mortality tables were used for disabled
individuals pursuant to § 430(h)}(3XD).
Similarly, the relevant populations would
be male non-annuitants and females, in
each case including disabled individuals.
if the request was to use a substitute mor-
tality table for male annuitants (but not
for male non-annuitants) where separate
mortality tables were not used for disabled
individuals pursuant to § 430¢h)(3)(D).

SECTION 10, UNADJUSTED
MORTALITY EXPERIENCE

01 In General. The following informa-
tion must be provided in tabutar form for
all individuals within each population for
whom the use of a separate mortality table
is requested. for each year of the Experi-
ence Study Period, and for the Experience
Study Period in its entirety, for all ages be-
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iween 18 and 100 (except as provided 1n
subsection .03 of this section):

(1) The sum of the accrued benefits (or
payable benefits, in the case of individuals
in pay status) of all individuals at that age
at the beginning of the year, other than
individuals who left the population during
the year for reasons other than death;

{2) The sum of the accroed (or payabie)
benefits of all individuals at that age at the
beginning of the year who left the popula-
tion during the year for reasons other than
death, adjusted to reflect exposure periods
of less than one year;

i3) The sum of the accrued {or payable}
benefits of ali individuals at that age at the
beginning of the year who died during the
year;

(4) The quotient determined by dividing
the sum ot the accrued {or payable) bene-
fits of all individoals at that age who died
during the year by the sum of the accrued
{or payable) benefits for all individuals at
that age adjusted for individvals at that age
who left the population for reasons other
than death (i.e., the amount determined in
paragraph (3), divided by the total of the
amounts determined in paragraphs (1) and
(2%

{5) The total number of individuals at
that age at the beginning of the year;

{6) The total number of individuals at
that age at the beginning of the year who
teft the population for reasons other than
death:

(7) The total number of individuals at
that age at the beginning of the year who
died during the year; and

{8) The average accrued benefit of all
individuals at that age at the beginning of
the year.

02 Adjustment for Exposure Periods of

Less than One Year. The request must in-
clude a description of the method{s) used
1o adjust the accrued benefits of individ-
uals who left for reasons other thun death
to reflect exposure periods of less than one
year.

03 Grouping of Ages. The information
requested in subsection .01 of this section
may be presented in five-year age groups.
In such cases. the groups at the extreme
ages may include more than five ages pro-
vided such groups either do not include
ages greater than age 24 or do not nclude
ages less than age 95, Thus, for exam-
ple, an age group consisting of all ages 24
and lower would be permissible whereas
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an age group consisting of all ages 25 and
lower would not be permissible.

04 Unadjusted Base Tabies. An Unad-
justed Base Table for each population for
which the use of substitute mortality ta-
bles s requested shall. for all ages or all
groups of ages, consist of the quotients de-
termined in paragraph (4) of subsection .01
of this section for the Experience Study Pe-
riod in its entirety. The request must in-
clude a complete copy of each such Unad-
justed Base Table.

SECTION 13. BASE TABLE
CONSTRUCTION - GENERAL
METHOD

D1 In General. Except as otherwise
provided in Scetion 12 of this revenue pro-
cedure, a Base Table for a population must
be created from the Unadjusted Base Ta-
ble for the population through the applica-
tion of a graduation method generally used
by the actuarial profession in the United
States (e.g., Whittaker-Henderson Type B.
Karup-King). Section 12 of this revenue
procedure provides for an alternate method
of constructing a Base Table through the
application of a fixed percentage to the
mortahity rates of o Standard Mortality Ta-
ble, projected to the Base Year.

02 Informedion Regarding Graduation
Methods. The graduation method must
be identified and the parameters of the
graduation methed used must be specified
(e g.. for Whittaker-Henderson Type B, the
number of differences and the “h” value
must be specified). If more than one grad-
uation is performed. then the parameters
must be specified for each such graduation.

03 Intermediate Values. 1f more than
one graduation is performed in the process
of adjusting an Unadjusted Base Tableto a
Base Table, then a copy of cach intermedi-
ate tuble so creared must be provided.

.04 Rationale. The rationale for the
selection of each particular graduation
method used must be provided along with
the rationale for the selection of the partic-
ular parameters used as part of the method.

5 Extension to Extreme Ages. At ex-
treme ages tor which insufficient data ex-
ists. the Base Tables must be extended to
blend into the applicable Standard Moral-
ity Table, provided in subsection .06 of this
section, projected to the Base Year using
Projection Scale AA. as set forth in the
proposed regulations. En such cases, the

1437

methaed (and the rationale tor the method)
used [or the extension must be described.

06 Standard Mortalite Tables. For pur-
poses of this revenue procedure, the fol-
lowing are the Standard Mortality Tables:

{1) The Male Base Non-Annuitant Mor-
tality Table (Ycar 20000 as set forth in
§ 1.430¢h)(3)-1;

{23} The Male Base Annuitant Mor-
tality Table (Year 20000 as set forth in
§ 1.430(h)(3) 1;

(3} The Female Base Non-Annuitant
Maortality Table {Year 2000) as set forth in
§ 1.430(h)(3)-1;

(4) The Female Base Annuitant Mor-
tality Table (Year 2000} as sct forth in
§ 1.430¢th}3)-1:

¢5) The Male Base Combined Mortal-
ity Table { Year 2000) determined in accor-
dance with subsection .07 ol this section;
and

{6) The Fermnale Base Combined Mortal-
ity Table (Year 2000) determined in accor-
dance with subsection .07 of this section.

07 Gender-Specific Bease (Year 2000)
Mortality Combined Tables. For purposes
of this revenue procedure, the Male Base
Combined Monality Table (Year 2000)
is the table determined through applica-
tion of the male Weighting Factors for
Small Plans (the “Weights™) 10 the Male
Base Non-Annuitant and Annuitant Mor-
tality Tables (Year 2000; as sct forth in
§ 1.430¢hi3)-1. Similarly. the Female
Buase Combined Mortality Table (Year
2000) is the table determined through
application of the female Weights to the
[emale Base Non-Annuitant and Annui-
tant Mortality Tables (Year 2000) as set
forth in § 1.430¢(h}(3)-1.

SECTION 12, BASE TABLE
CONSTRUCTION ~ ALTERNATE
METHOD

A General Rule. A Base Tuble for a
population may be created by applying a
fixed percentage (the “Fixed Percentage™)
to the mortality rates in the Projected Ap-
plicable Standard Mortality Table, only 1f
the requirements of subsections .02 and .03
of this section are satisficd and the Ser-
vice determines that the resulting Base Ta-
ble sufficiently reflects the mortality ex-
perience of the applicable plan population.
For this purpeose the Projected Applicable
Standurd Mortality Table is the applicable
Standard Mortality Table. projected to the

2007-25 L.R.B.




Base Year using Projection Scale AA, as
set forth in § 1.430(h}H3)-1. See subsec-
tion .05 of this section with regard 1o the
possible use of other mortality tables for
this purpose.

Under this section 12, the Unadjusted
Base Mortality Tables must be constructed
using five-year age groups. For each
Base Table constructed using the alter-
bate method described in this section, the
Fixed Percentage and the mortality table
to which such percentage is to be applied
must be identified. In addition, for each so
constructed Base Table, the ratios of the
mortality rates from the Unadjusted Base
Mortality Table for the population to the
central age mortality rates (£.e., the mortal-
ity rates for the ages that are the midpoints
of the age ranges) from the Projected Ap-
plicable Standard Mortality Table must be
provided, in tabular form, for all five-year
age groups for which mortality experience
is available.

02 Selection of the Fixed Percentage.

{1} If the applicable Standard Montal-
ity Table for a population is the 1able pro-
vided n either section 11.06(1) or sec-
tion 11.06(3) of this revenue procedure,
then the Fixed Percentage must be within
two percentage points of the arithmetic av-
erage of the ratios of the mortality rates
from the Unadjusted Base Mortality Table
for the population to the central age mor-
tality rates from the Projected Applicable

Standard Mortality Table of each of the
five-year age groups from the 35-39 age
group to the 60-64 age group. inclusive,
unless the applicant can demonstrate that a
different set of five-year age groups {con-
sisting of no less than six such groups) is
mare appropriate for this purpose.

(2) If the applicable Standard Meortal-
ity Table for a population is the table pro-
vided in either section 11.00(2) or sec-
tion 11.06(4) of this revenue procedure,
then the Fixed Percentage must be within
two percentage points of the arithmetic av-
erage of the ratios of the mortality rates
from the Unadjusted Base Mortality Table
for the population to the central age mor-
tality rates from the Projected Applicable
Standard Mortality Table of each of the
five-year age groups from the 55-39 age
group to the 80-84 age group. inclusive.
unless the applicant can demonstrate that a
different set of five-year age groups (con-
sisting of no fess than six such groups) is
more appropriate for this purpose.

{3) If the applicable Standard Mortal-
ity Table for a population is the table pro-
vided in either section 11.06(5) or sec-
tion 11.06(6} of this revenue procedure,
then the Fixed Percentage must be within
two percentage points of the arithmetic ay-
erage of the ratios of the montality rates
from the Unadjusted Base Mortality Table
for the population to the central age mor-
tality rates from the Projected Applicable

Standard Mortality Tabte ot cach of the
five-vear age groups from the 45 .49 age
group to the 80-84 age group. inclusive,
unless the applicant can demonstrate that a
different set of five-year age groups (con-
sisting of no less than cight such groupsj is
more appropriate for this purpose.

.03 Consistency Requirement. The con-
sistency requirement of this subscction .03
is satisfied only if each of the applicable ra-
tios described in subsection .02 of this sec-
tion is within 10 percentage points of the
Fixed Percentage.

0 Termingl Age.  Notwithstanding
subsection .01 of this section, the mortal-
ity rate for the terminal age in anv Base
Table created by applying a Level Percent-
age 1o a Standard Mortality Table shall be
1.000.

05 Oher Mortality Tables. The Ser-
vice will consider requests for the ap-
proval of Base Tables constructed through
the application of a fixed percentage to
the mertality rates of other published gen-
erally accepted mortality tables (e.y.. the
1983 Group Anouity Mortality Table) us-
ing standards similar to those provided in

subsections .01 through .04 of this section.

06 Example The age proup rates from the Male
Unadjusted Base Table {determined in accordane
with section 10 of this resenue provedure ), the cemral
age tales {rom the Male Bave Combmed Martality
Table (Year 2000y, proected to the Base Yo, and
the ratioy of such rates are as follows.

Mortality Rate rom
Unadjusted Baxe

Age
Group
45 to 49
50 to 54
35 to 59
60 to 64
65 w 69
70w T4
50 7Y
80 to 84

Arithmetic Average Percentage

A B

Base Combined
Mortahty Table
{Year 20000,
Projected to the Base
Year, Age Group
Mortality Rate

Monrtality Tabic

0.00163 0.00165
0.00211 0.0024)
(L0376 0.00431
0.00765 0.00812
001569 0.01506
0.02439 .02502
(L03768 0.04387
007948 0.07732

C

Ratio of Mortalily
Rate friom
Unadpusted Maortaliey
Table to Base
Monalny Rate
ew 20000
OF TuE
BT.55%
R7. 245
94.21%
104 18
97 8%
85 Buf
102 79%

94.77%

2007-25 L.R.B.

1438

June 18, 2007



In accordance with subsection .02 of this section,
the Fixed Percentage to be applied to the Male Base
Moriality Table {Year 20001, projected to the Base
Year, must be between 92.77% and 96.77%. How-
ever, a Fixed Percentage that is less than 94.18%
would fail to satisfy the requirements of subsection
03 of this section because the ratio tor the 6569
Age Group (ie., 104.18% ) would then not be within
10 percenlage points of a Fixed Percentage less than
94.18% . Similarly. a Fixed Percentage that is greater
than 95.89% would fail the requirements of subsec-
tion .03 because the ratio for the 75-79 Age Group
ir.e., 85.80%) would then not be within 10 percent-
age points of a Fixed Percentage greater than 95.89%.
Accordingly, under the facts in this example, 1f the ap-
plicant were to request the use of a Base Table con-
structed through the application of a percentage to the
Male Base Morality Table ¢ Year 20001 that is a fixed
integer, the applicant would be limited to a Fixed Per-
centage of 95%.

SECTION 13. DEMONSTRATIONS
WITH RESPECT TO BASE TABLES

The following information must be pro-
vided with respect to each population for
which the use of substitute mortality tables
is requested:

0l Generational Mortality Tables.
Sample generational mortality tables, as
of the Requested Effective Plan Year, for
individueals whose years of birth are 1940,
1950, and 1960, constructed from the Base
Tables using methodology in accordance
with § 1.430(h}3)-1 (except that the pro-
jection period used to determine each
particular mortality improvement factor
is the number of years between the Base
Yeur and the year for which the probability
of death is determined).

2 Funding Target Comparisons. The
liability of the plan(s) for which the use of
substitute mortality tables is requested as
of the valuation date for a plan year ending
no earlier than one year and one day before
the first plan year to which the substitute
mortality tables will apply (the “Compari-
son Year™}. The liability is to be measured
using generational mortality tables deter-
mined in accordance with the methodol-
ogy described in subsection .01 of this sec-
tion. The liability is to be provided sep-
arately for active participants. terminated
vested participants, and retirees and bene-
ficiaries in pay status, and is to be deter-
mined as follows:

(1) For Comparison Years beginning in
2006, the liability to be reported is the Cur-
rent Liability recalculated using the mor-
tality tables published in § 1.412(147)-1 of
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the regulations, and, for comparison, what
the Current Liability would have been if
the substitute mortality table(s) had been
used to determine Current Liability, in
each case holding all other assumptions
constant.

{2) For Comparison Years beginning in
2007, the lability to be reported is the Cur-
rent Liability and, for comparison, what
the Current Liability would have been if
the substitute mortality table(s} had been
used to determine Current Liability, hold-
ing all other assumptions constant.

(3) For Comparison Years beginning af-
ter 2007, the liability to be reported is
the Funding Target, determined without re-
gard to at-risk assumptions under § 430(i),
and, for comparison, what the Funding
Target would have been if the substitute
mortality table(s) had been used to deter-
mine the Funding Target, holding all piher
assumptions constant.

03 Annuiry Factors. The following an-
nuity factors based on generational mor-
tality tables for individuals whose year of
birth is 1950, determincd using interest
and mortality assumptions consistent with
thosc used under subsection .02 of this sec-
tien.

(1) For all Base Tables with the excep-
tion of annuitant Base Tables:

{a) Deferred to age 55 factors at quin-
quennial ages from 20 to 50; and

(b) Deferred to age 65 factors at quin-
quennial ages from 20 to 60.

(2) For all Base Tables with the excep-
tion of nonannuitant Base Tables, imme-
diate annuity factors at quinquennial ages
from 50 to 90.

04 Graphical Displays. A comparison
in the form of graphs with the X-axis rep-
resenting age and the Y-axis represcnting
the mortality rate, tor each of the following
pairs of mortality rates, for each population
for which the use of substitute mortality ta-
bles is requested:

(1) The mortality rates from the Base
Unadjusted Mortality Table and the mot-
tality rates from the proposed Base Table;
and

(2) The mortality rates from the pro-
posed Base Table and from the applicable
Standard Mortality Table (as described in
section 11.06 of this revenue procedure),
projected to the Base Year.
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SECTION 14. EFFECTIVE DATE

This revenue procedure is effective for
all requests for the use of plan-specific
substitute mortality tables in accordance
with § 430(h){3)(C) of the Code and sec-
tion 303(h)(3HC} of ERISA.

SECTION 15, PAPERWORK
REDUCTION ACT

The collection of information con-
tained in this revenue procedure has been
reviewed and approved by the Office of
Management and Budgul in accordance
with the Paperwork Reduction Act (44
U.8.C. section 3507) under control num-
ber 1545-2073.

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

The collection of information in this
revenue procedure is in sections 3 through
13. This collection of information is re-
quired to evaluate, process and obtain
approval of the request for the use of
substitute mortality tables. This infor-
mation will be used to make determina-
tions under § 430(h)(3) of the Code. The
likely respondents are businesses or other
for-profit institutions and nonprofit insti-
tutions.

The estimated total annual report-
ing/recordkeeping burden is 25,400 hours.

The estimated annual burden per re-
spondent/recordkeeper varies from 335
to 681 hours, depending on individual
circumstances, with an estimated average
burden of 508 hours. The estimated an-
nuai number of respendentsfrecordkeepers
is 50.

The estimated annual frequency of re-
sponses is once every 10 years,

Books or records relating to a collection
of information must be retained as long
as their contents may become material in
the administration of any interna) revenue
taw. Generally, tax returns and tax return
information are confidential. as required
by 26 U.5.C. section 6103.

DRAFTING INFORMATION

The principal author of this revenue
procedure is Lawrence E. Tsaacs of the
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Employee Plans, Tax Exempt and Gov-
emment Entities Division. For further
information regarding how this revenue
procedure applies to employee plans mat-
ters, contact the Employee Plans Customer

Assistance Service between the hours of
9 a.m. and 4:30 p.m. Eastern time, Mon-
day through Friday at 1-877-829-3500 (a
toll-free call). Mr. Isaacs may be reached
at retirementplanguestions@irs.gov and

Appendix A

his telephone number is (202) 283-9710
(not a totl-free call).

REQUEST FOR THE USE OF SUBSTITUTE MORTALITY TABLES CHECKLIST

Instructions

IS YOUR SUBMISSION COMPLETE?

The Service will be able 10 respond more quickly to your request for the use of substitute mortality tables if it is carefully prepared
and complete. To ensure your request is in order. use this checklist. Answer each question in the checklist by indicating Y for
yes, N for no, or N/A for not applicable. Explanations must be provided for N or N/A responses. Sign and date the checklist
{as taxpayer or authorized representative) and place it on top of your request.

You must submit a completed copy of this checklist with your request. If a completed checklist is not submitted with your request
or if explanations are not provided for N and N/A responses, then your submission will be considered incomplete for purposes of
determining the first day of the 180-day period described in § 430(h)(3HCKHV)(ID) of the Code.

1. If you want to designate an authorized representative, have vou included a properly executed Form 2848 (Power of
Attorney and Declaration of Representative)?

2. Have you satisfied all the requirements of Rev. Proc, 2007-4 or its successors {especially concerning signatures and
penalties of perjury statement}? (See sections 3.03(!) and (2))

3. Have you included statement of proposed deletions? (See section 3.03(3))

4. Have you included the user fee requived under Rev. Proc. 2007-8 or its successers”? {See section 3.02)

5. Have you included a copy of the Base Tables which will form the basis for the substitute mortality tables whose use

is requested? (Sce section 5.03)

6. Have you identified the first day of the first plan year for which the use of substitute mortality tables is requested?

{See section 5.03)

7. Have you stated the number of years for which the use of substitute mortality 1ables is requested? {See section 5.03)

8. Have you identified the Base Year of the Base Tables? {See section 5.03)

9. Have you included a description of the populations for which the vse of substitute mortality tables is requested? (See

section 5.04)

10.  Have you included a description of the populations for which the use of substitute mortality tables is not requested?

(See section 5.04)

11. Have you requested that the 180-day review period not begin until a separate request is received for another plan(s)
maintained by the applicant is received? (See section 5.00)

12. Have you identified all plans subject to § 430 maintained by the applicant, or members of the applicant’s controlled group,
including the additional information required for spun-off plans under section 6.03? (Sce section 6)

13, Have you identified the Expenence Study Period? (See section 7.01)

14.  Have you included a table showing the number of deaths, for each applicable population within the Plan (or within the
Pennissive Group), for each vear (and in total) of the Experience Study Period? (See section 7.03)

15.  Have vouincluded a table showing the average number of individuals during the Experience Study Period and the number
of individuals within the population as of the last day of the plan year immediately preceding the plan year during which
the usc of substitute mortality tables is requested for each population within the Plan (or plans within the Permissive
Group) for which the usc of a substitute mortality table is requested? (See section 8)

16.  Have you included a table for each plan that is not within the Permissive Group showing the number of male and female
deaths during the plan's Lack of Credible Mortality Experience Demonstration Period, including identification of the
Lack of Credible Mortaiity Experience Demonstration Period? (See sections 9.01 and 9.04)
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7. Have youincluded a table for each population within the Plan (or plans within the Permissive Group) for which the use of
substitute mortality tables is not requested. showing the number of deaths within the population? (See section 9.05)

18. Have you included a table showing the accrued benefits, counts of individuals covered under the plan, and other
information for all ages (or groups of ages) for each year (and in total) of the Experience Study Period? (See section 10.01}

t9.  Have you included a description of the method(s) used to adjust the accrued benetits of individuals who left for reasons
other than deuath? {See section 10.02}

20.  Have you included complete copies of each Unadjusted Base Table? (See section 10.04)

21. Have you identified the graduation method(s) used to create the Base Table(s) from the Unadjusted Base Table¢s). along
with any intermediate tables resulting trom applying the graduation methodis)? (See sections 11.02 and 11.03)

22, Have you provided the rationale{s) for use of the particular graduation method(s) selected? (See sectien 11.04)
23, Have you described the method used to extend the Base Tables to extreme ages? {See section 11.05)

24, Have you identified a Fixed Percentage and a mortality table associated with all Base Tables constructed using the
alternate method provided in section 127 (See section 12.01)

25, Have you included a tabie showing the ratios of the mortality rates from the Unadjusted Base Mortality Table to the
central age mortality rates trom the Projected Applicable Standard Mortality Table for each Base Table constructed using
the alternate method of section 127 {See section 12.01)

26.  Have you included three) sample generational mortality tables as of the Requested Effective Plan Year? (See section
3.0

27. Have you included a comparison of hypothetical funding targets determined using standard mortality tables and
generational tables developed from the proposed Base Tables? (See section 13.02)

28.  Have you included annuity factors based on generational mortality tables for individuals whose year of birth is 1950 for
eich population for which the use of substitute mortality factors is requested? (See section 13.03)

39, Have youincluded graphical displays of the rates from the Base Unadjusted Mortality Tables, the proposed Base Tables,
and the applicable Standard Mortality Tables? (See section 13.04)
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