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(ii) Annuity at Normal Retirement Age—
Determination of Employee-Derived and
Total Plan Vested Accrued Benefit.

Example 1.
For purposes of this example, it is assumed

that A’s total accrued benefit under the plan
in the normal form of benefit commencing at
normal retirement age is $2,949 per year. A’s
benefit, as of January 1, 2006, would be
determined as follows:

(1) Determine A’s total accrued benefit in
the form of an annual single life annuity
commencing at normal retirement age under
the plan’s formula ($2,949 per year payable
at age 65).

(2) Determine A’s accumulated
contributions with interest to January 1,
1997. As of December 31, 1987, A’s
accumulated contributions with interest
under the plan provisions were $3,021. A’s
employee contributions are accumulated
from December 31, 1987 to January 1, 1997
using 120 percent of the Federal mid-term
rate under section 1274(d). This rate is 10.61
percent for 1988, 11.11 percent for 1989, 9.57
percent for 1990, 9.78 percent for 1991, 8.10
percent for 1992, 7.63 percent for 1993, 6.40
percent for 1994, and 9.54 percent for 1995.
It is assumed for purposes of this example
that 120 percent of the Federal mid-term rate
is 7.00 percent for each year between 1996
and 2006, and that the 30-year Treasury rate
for December 2005 is 8.00 percent. Thus, A’s
contributions accumulated to January 1,
1997, equal $6,480.

(3) Determine A’s accumulated
contributions with interest to normal
retirement age (January 1, 2006) using, for the
1996 plan year and for years until normal
retirement age, 120 percent of the Federal
mid-term rate under section 1274(d), which
is assumed to be 7.00 percent ($11,913).

(4) Determine the accrued annual annuity
benefit derived from A’s contributions by
dividing A’s accumulated contributions
determined in paragraph (3) of this Example
1 by the plan’s appropriate conversion factor.
The plan’s appropriate conversion factor at
age 65 is 9.196, and the accrued benefit
derived from A’s contributions would be
$11,913 ¥ 9.196 = $1,295.

(5) Determine the accrued benefit derived
from employer contributions as the excess, if
any, of the employee’s accrued benefit under
the plan over the accrued benefit derived
from employee contributions
($2,949¥$1,295=$1,654 per year).

(6) Determine the vested percentage of the
accrued benefit derived from employer
contributions under the plan’s vesting
schedule (100 percent).

(7) Determine the vested accrued benefit
derived from employer contributions by
multiplying the accrued benefit derived from
employer contributions by the vested
percentage ($1,654 × 100 percent = $1,654
per year).

(8) Determine A’s vested accrued benefit in
the form of an annual single life annuity
commencing at normal retirement age by
adding the accrued benefit derived from
employee contributions and the vested
accrued benefit derived from employer
contributions, the sum of paragraphs (4) and
(7) of this Example 1 ($1,295 + $1,654 =
$2,949 per year).

Example 2.
This example assumes the same facts as

Example 1 except that A’s total accrued
benefit under the plan in the normal form of
benefit commencing at normal retirement age
is $1,000 per year. A’s benefit, as of January
1, 2006, would be determined as follows:

(1) Determine A’s total accrued benefit in
the form of an annual single life annuity
commencing at normal retirement age under
the plan’s formula ($1,000 per year payable
at age 65).

(2) Determine A’s accumulated
contributions with interest to January 1, 1997
($6,480 from paragraph 2 of Example 1).

(3) Determine A’s accumulated
contributions with interest to normal
retirement age (January 1, 2006) ($11,913
from paragraph 3 of Example 1).

(4) Determine the accrued annual annuity
benefit derived from A’s contributions by
dividing A’s accumulated contributions
determined in paragraph (3) of this Example
2 by the plan’s appropriate conversion factor
($1,295 from paragraph 4 of Example 1).

(5) Determine the accrued benefit derived
from employer contributions as the excess, if
any, of the employee’s accrued benefit under
the plan over the accrued benefit derived
from employee contributions. Because the
accrued benefit derived from employee
contributions ($1,295) is greater than the
employee’s accrued benefit under the plan
($1,000), the accrued benefit derived from
employer contributions is zero, and A’s
vested accrued benefit in the form of an
annual single life annuity commencing at
normal retirement age is $1,295 per year.

(d) Delegation to Commissioner. The
Commissioner may prescribe additional
guidance on calculating the accrued
benefit derived from employee
contributions under a defined benefit
plan through publication in the Internal
Revenue Bulletin of revenue rulings,
notices, or other documents (see
§ 601.601(d)(2) of this chapter).
* * * * *

(g) Effective date. Paragraphs (c)(1),
(c)(2), (c)(3), (c)(5), (c)(6) and (d) of this
section are effective for plan years
beginning on or after January 1, 1997.
Margaret Milner Richardson,
Commissioner of Internal Revenue.
[FR Doc. 95–31006 Filed 12–21–95; 8:45 am]
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SUMMARY: The Bureau of Alcohol,
Tobacco and Firearms (ATF) has
received a petition proposing the
establishment of a viticultural area in
the State of California to be known as
‘‘Malibu-Newton Canyon.’’ This
proposal is the result of a petition
submitted by Mr. George Rosenthal,
President of Rancho Escondido, Inc.

ATF believes that the establishment of
viticultural area names as appellations
of origin in wine labeling and
advertising allows wineries to designate
the specific areas where the grapes used
to make the wine were grown and
enables consumers to better identify the
wines they purchase.
DATES: Written comments must be
received by February 20, 1996.
ADDRESSES: Send written comments to:
Chief, Wine, Beer and Spirits
Regulations Branch, Bureau of Alcohol,
Tobacco and Firearms, P.O. Box 50221,
Washington, DC 20091–0221 (Attn:
Notice No. 817). Copies of the petition,
the proposed regulations, the
appropriate maps, and any written
comments received will be available for
public inspection during normal
business hours at: ATF Reading Room,
Office of Public Affairs and Disclosure,
Room 6480, 650 Massachusetts Avenue,
NW, Washington, DC.
FOR FURTHER INFORMATION CONTACT:
David Brokaw, Wine, Beer and Spirits
Regulations Branch, Bureau of Alcohol,
Tobacco and Firearms, 650
Massachusetts Avenue, NW.,
Washington, DC 20226 (202–927–8230).

SUPPLEMENTARY INFORMATION:

Background
On August 23, 1978, ATF published

Treasury Decision ATF–53 (43 FR
37672, 54624) revising regulations in 27
CFR Part 4. These regulations allow the
establishment of definitive viticultural
areas. The regulations allow the name of
an approved viticultural area to be used
as an appellation of origin on wine
labels and in wine advertisements. On
October 2, 1979, ATF published
Treasury Decision ATF–60 (44 FR
56692) which added a new Part 9 to 27
CFR, for the listing of approved
American viticultural areas.

Section 4.25a(e)(1), Title 27 CFR,
defines an American viticultural area as
a delimited grape-growing region
distinguishable by geographical
features, the boundaries of which have
been delineated in Subpart C of Part 9.

Section 4.25a(e)(2) outlines the
procedure for proposing an American
viticultural area. Any interested person
may petition ATF to establish a grape-


