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TERMINOLOGY FOR  
PPA ’06 2008 Valuations

– New terminology

� Funding Target  – FT  

– Old accrued liability

� Funding Target Attainment Percentage – FTAP

– Old Funded Current Liability percentage

� Adjusted Funding Target Attainment Percentage –
AFTAP

– FTAP adjusted for annuity payments

� Funding Shortfall

– Funding Target minus assets
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TERMINOLOGY FOR  
PPA ’06 2008 Valuations

– New terminology

� Carryover Balance – COB

– Old Credit Balance

� Prefunding Balance – PFB

– New Credit Balance

� At Risk

– AFTAP less than 60% 

� Cushion Amount

– Part of Maximum Deductible Contribution calculation

TERMINOLOGY FOR  
PPA ’06 2008 Valuations

– IRC Sec 436 Proposed Regulation 1.436

� Shutdown benefits (mainly big plans) 

� Limits on amendments increasing benefits

� Limits on accelerated benefit distributions

� Limits on benefit accruals
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 10

– Valuation/Allocation Date must be Beginning  
of Year 1/1/08 or later.

– No guidance for End of Year valuations  

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 15 

� Salary Scale 

– If no salary scale, will still have 1 year 
increase for increase in accrued benefit for 
Target Normal Cost

– Projects salary to retirement to calculate 
projected accrued benefit for projected 
Funding Target 

– Difference in funding targets is increase for 
Funding Target Cushion Amount under 404(o) 

DB DOS SCREEN CODING 
FOR PPA ’06

� Screen 15

� Pre-Ret Mortality Table

– If used must be coordinated with Post 
Retirement mortality table 

– 08N00 (Non annuitant) with 08A00 (Annuitant)

– 08C00 (Combined) with 08C00 (Combined)
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 16

� Post-Ret Mortality Table

– Must be coordinated with Pre-Retirement mortality table 

– 08N00 (Non annuitant) with 08A00 (Annuitant)

– 08C00 (Combined) with 08C00 (Combined

� Do not use 08A00, 08N00, 08C00 as Actuarial 
Equivalence – Sex distinct 

� Suggest not using 08E00 – 417(e) table may 
change every year
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 16 

� 430(h) Segment Rates (1st, 2nd, 3rd)
– Existing Plans – Transitional Rates are default

For 2008 – 80% old rate and 20% new rate
– New Plans – Must use Segment rates

(not Transitional Rates)

– “Applicable Month” – Month that includes valuation date.  
Default month for segment rates, but have option to elect any 
of 4 months previous to Applicable Month 

– Recommendation 
� Beginning of Year Valuations use default month
� End of Year Valuations use 4th month preceding valuation month
� Be consistent with all plans 
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 16 

� 417(e) Segment Rates (1st, 2nd, 3rd)

– Different segment rates – no average

– For 2008 – 80% old rate and 20% new rate

– IRS publishes the Transitional Rates only
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 16 

� PBGC Segment Rates (1st, 2nd, 3rd)

– Similar to Funding rates
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 16

You will be responsible for 

entering all rates

DATAIR will publish rates on website.
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 16 

� Limit Lump Sum for Funding to 415 Max 
(0-6)

– Code 4, fund for annuity

– Uses Funding Mortality

– Uses Funding Segment Rates
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 16 

� Limit Lump Sum for Funding to 415 Max (0-6)

– Codes 5 or 6, fund for lump sum.

– Uses greater of 08E00 and Funding Segment 
rates. 

or

– Actuarial Equivalence Lump Sum and single
Funding Segment rate.

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 19

– Actuarial Cost Method (1-9,A-F) = 7

– Normal Cost Calculation Method (1-3,P) = P

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations
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DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 19

– Recommended contribution

� Can use other funding methods to generate 

“recommended contribution” .

DB DOS SCREEN CODING 
FOR PPA ’06 2008 Valuations

� Screen 21



DB PPA Valuation Coding 8/5/2008

(c) 2008 DATAIR 14

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

� New reports

– Valuation Statement

– 404(o)(3)(A)(11) CUSHION AMOUNT INCREASE

– Valuation Results
� Valuation results
� Funding Shortfall
� Minimum Required Contribution
� Maximum Contribution 

– 2008 Schedule SB

– Contribution Requirements Report

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

� Effective interest rate

The SINGLE rate of interest which, if used to determine

the Plan’s Funding Target, would result in a Funding

Target that equals what was calculated using the 

segment rates 

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

Shortfall base established
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

Minimum Contribution

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

Maximum Contribution
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

Termination Liability 

13. Contribution to meet termination liability               1,597,885

Present Value of Accrued Benefits minus Assets

C. ACTUARIAL EQUIVALENCE BASIS                             #    VESTED  NON-VESTED        TOTAL

1. ACTIVE                                               7   1,640,582     607,302    2,247,884

2. RETIRED                                              1   0           0            0

3. DEFERRED VESTED                                      1   0           0            0

4. POSTPONED RETIREMENT                                 0   0           0            0

5. TERMINATED VESTED                                    0   0           0            0

6. TERMINATED NON-VESTED                                0            0           0 0

7. INACTIVE                                             0   0           0            0

8. TOTAL                                                9   1,640,582     607,302    2,247,884

11.    Assets (A3)                                              649,999 

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

No Funding Shortfall
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations



DB PPA Valuation Coding 8/5/2008

(c) 2008 DATAIR 24

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations
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DB DOS REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS REPORTS  
FOR PPA ’06 2008 Valuations
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2008 PBGC Comprehensive 
Premium Filing 

� DATAIR has approval

� Filing opened as of July 25, 2008

� Filing is electronic

� Form not filed – for illustration only 

� Filing requires Pension Reporter version 
1.24f.  PR 1.24f will be released soon.   

PBGC REPORTS  
FOR PPA ’06 2008 Valuations

� PBGC Segment Rates

– Segment Rates for Month preceding Beginning of 
Plan Year

– Calendar Year Plans default to December 2007 
Segment Rates

– May use same Segment Rates as used for 
funding
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PBGC REPORTS  
FOR PPA ’06 2008 Valuations

� PBGC Unfunded Vested Benefits 

– Accrued Benefits

� as of Beginning of Premium Payment Year

– Assets
� As of Valuation Date

– Unfunded Vested Benefits 

� As of Valuation Date 

PBGC REPORTS  
FOR PPA ’06 2008 Valuations

� Who can file now? 

– 2008 Beginning of Year Valuations

� Retrospective or Prospective

– Can’t use 12/31/2007 valuations

� no segment rates
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PBGC REPORTS  
FOR PPA ’06 2008 Valuations

� Who can file now? 

– 2008 End of Year Valuations

– 2 Options

� Option 1

– If less than 25 Employees VPR Cap (Variable Rate Premium)

– Pay $5 per (Employees)^2

– Example

� 10 employees

� VRP = $5 times 10^2 = $500

PBGC REPORTS  
FOR PPA ’06 2008 Valuations

� Who can file now? 

– 2008 End of Year Valuations

� Option 2

– Wait until End of Year, calculate Unfunded Vested 
Benefits

� Pay lesser of VRP Cap or Variable Rate Premium 

– Caution – If you use VRP Cap, you may be 
paying when no Variable Rate Premium is due
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PBGC REPORTS  
FOR PPA ’06 2008 Valuations
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PBGC REPORTS  
FOR PPA ’06 2008 Valuations

� Part I – Complete Items 1-4

� Part II – Check Box only if you elect the 
Alternative Premium Funding Target 

– Not recommended

PBGC REPORTS  
FOR PPA ’06 2008 Valuations
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PBGC REPORTS  
FOR PPA ’06 2008 Valuations

PBGC REPORTS  
FOR PPA ’06 2008 Valuations

� Part III
– Item 6 – Participant count is the same as prior year’s 5500

– Item 7 
� If over 25 employees and not exempt (7(a)) complete 7(c) -

7(f) and 7(g)(3) [Enrolled Actuary’s signature required]

� If under 25 employees, Check 7(b), Complete 7(c), 7(g)

� Pension Reporter will transfer data Pension System 
and calculate the lesser of the VRP and the VRP 
Cap

– 7(d) Enrolled Actuary signature required

– 7(c)-7(g)(i) omitted, No EA signature required
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PBGC REPORTS  
FOR PPA ’06 2008 Valuations

� Part III

– Items 8-12 Complete if applicable

� Part IV

– Items 13-19 Complete if applicable

� Note Items 17 and 18

� Part V

– Signature by Plan Administrator and EA when applicable 

Note that the Confirmation Number received from the 
PBGC must be entered in Item 21 

PBGC REPORTS  
FOR PPA ’06 2008 Valuations
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PBGC REPORTS  
FOR PPA ’06 2008 Valuations

PBGC REPORTS  
FOR PPA ’06 2008 Valuations
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PBGC REPORTS  
FOR PPA ’06 2008 Valuations

DB DOS 
PPA ’06 2008 Valuations

� Recommended Contribution Valuations

– Level Contributions

� PPA minimum may be too low

� PPA Maximum contribution may not be made indefinitely

– Suggest Individual Aggregate for ongoing plans

– Suggest Projected Unit Credit for frozen plans
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PPA ’06 2008 Valuations

2007 AFTAP

� Proposed Regulation 1.436(j)(3)(iii)(B)

Funded current liability % with numbers 

from 2007 Schedule B will be used for ’08 
as the prior year AFTAP after adjustment 
for annuity purchases

PPA ’06 2008 Valuations

AFTAP

� AFTAP indicates funding of plan

� If AFTAP below 80% or 60%,  limitations 
of payments and accruals (Sec. 436) 
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PPA ’06 2008 Valuations

AFTAP

If Enrolled Actuary has not issued 

certification of a plan’s 2007 AFTAP, the 
AFTAP of the 2008 plan year is presumed 
to be less than 60% until 2007 AFTAP is  
certified.

PPA ’06 2008 Valuations

AFTAP

� Until 2008 AFTAP is certified, 2007 
AFTAP will be used.

� BUT,  AFTAP will be PRESUMED to be 10 
Percentage Points less than 2007 AFTAP 
unless actual 2008 AFTAP is certified by 
1st day of 4th month.
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PPA ’06 2008 Valuations

AFTAP

� New Plan Exception – Limitations do not 

apply to the first five years (but take into 
account predecessor plans)

� However, restrictions on lump sums 
distributions apply – IRC 436(g) 

PPA ’06 2008 Valuations

AFTAP

� Basic Rules
� 2007 AFTAP greater than 90% - no problem

� 2007 AFTAP less than 90% but greater than 70% -
Limitations on distributions maybe a problem. 
Watch out!

� 2007 AFTAP less than 70% - problems

(Advanced Valuations for ’08 year may be 
required if AFTAP applicable for current year is 
90% or less.)
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PPA ’06 2008 Valuations

AFTAP

� 2007 AFTAP only good until 9/30/08

� 2008 AFTAP is required at 10/01/08 or 
plan is presumed to be less than 60% 
funded.  

PPA ’06 2008 Valuations

AFTAP

� Example – No Burn of Carryover balance 
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PPA ’06 2008 Valuations

AFTAP

� Example – Burn of Carryover balance 
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PPA ’06 2008 Valuations
Topics of Interest

Software Symposium with Treasury and IRS

– Sole Proprietors

� Beginning of Year Valuations – retrospective comp

� End of Year Valuations

– IRS did not realize scope of problems with reduction of 
Earned Income

– Shortfall amortization costs probably allocated in 
proportion to Funding Target
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PPA ’06 2008 Valuations
Topics of Interest

Software Symposium with Treasury and IRS

– End of Year Valuations

� IRS awaiting Technical Corrections

� Segment rates for EOY calendar plan will be August –
December rates. (Be consistent from plan to plan) 

� Default rates will be rates for  the “applicable month”, the 
month which includes the valuation date.  

� These default rates will be December.

� Consider using August rates

PPA ’06 2008 Valuations
Topics of Interest

Software Symposium with Treasury and IRS

– Life Insurance

� Must use Fair Market Value under Rev. Proc 2005-25

� Can not use One Year Term cost.

� Use proportion calculation in 1.430(d)-1(c)
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PPA ’06 2008 Valuations
Topics of Interest

Software Symposium with Treasury and IRS

� Beginning of Year, Prospective Salary 
Valuations 

– Treasury and IRS both said not a reasonable 
funding method

– Main problem is salary assumption

– Will not stand up under audit

PPA ’06 2008 Valuations
Topics of Interest

Software Symposium with Treasury and IRS

� 94 GAR mortality table still to be used for 
415(b)(2)(E)(ii) adjustments

� 415 mortality table will be changed in 
Technical Corrections

� Schedule SB will not change



DB PPA Valuation Coding 8/5/2008

(c) 2008 DATAIR 44

PPA ’06 2008 Valuations
Topics of Interest

Software Symposium with Treasury and IRS

� Ok to assume 100% probability of lump sum 
payments

� Can not use expense load for Early or Disability 
retirement.  Must have decrements

� May anticipate participation in plan if benefits 
based upon service

� Can not use load for administrative expenses 
unless changed in Technical Corrections 

PPA ’06 2008 Valuations
Topics of Interest

Software Symposium with Treasury and IRS

� Use of carryover or prefunding balances to satisfy 
Quarterly Contribution requirement also satisfies 
Minimum Contribution requirements.    

� Funding Target may be used as Current Liability for 
purposes of 1.401(a)(4)-5(B), Payments to 
restricted participants

� Remember that 415 and 401(a)(17) annual 
increases are amendments that may be restricted 
by Section 436 restrictions 
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PPA ’06 2008 Valuations
Topics of Interest

Software Symposium with Treasury and IRS

� Awaiting Guidance 

– 404 deduction limits 

– At risk funding target

– Mandatory use of pre-retirement mortality

– A host of other questions. 

PPA ’06 2008 Valuations
Topics of Interest

Software Symposium with Treasury and IRS

� Final Regulations 

– Hopefully end of September 

– 3 releases

� 5 years worth of mortality tables 

� 436  

� 430 
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QUESTIONS?


