
Weighted Average Interest Rate
Update

Notice 97–56

Notice 88–73 provides guidelines for de-
termining the weighted average interest

rate and the resulting permissible range of
interest rates used to calculate current lia-
bility for the purpose of the full funding
limitation of § 412(c)(7) of the Internal
Revenue Code as amended by the Omnibus
Budget Reconciliation Act of 1987 and as
further amended by the Uruguay Round

Agreements Act, Pub. L. 103–465 (GAT T ) .
The average yield on the 30-year Tr e a-

sury Constant Maturities for September
1997 is 6.50 percent.

The following rates were determined for
the plan years beginning in the month
shown below.

Part III. Administrative, Procedural, and Miscellaneous

Nonbank Trustees and
Custodians for Education
Individual Retirement Accounts

Notice 97–57

(1) Purpose 

This notice informs entities already ap-
proved to serve as nonbank trustees and
custodians of individual retirement ac-
counts (IRAs) that they are also approved
to serve as nonbank trustees and custodi-
ans of Education IRAs and provides guid-
ance on the procedures for being ap-
proved to be a nonbank trustee or
custodian of an Education IRA.

(2)  Education IRAs

Section 530 of the Internal Revenue
Code, added by section 213 of the Ta x-
payer Relief Act of 1997, Pub. L. 105–34,
provides  a new type of tax-free savings
vehicle for higher education expenses,
called an Education Individual Retire-
ment Account (Education IRA).  A t o t a l
amount of $500 per year may be con-
tributed to Education IRAs for any bene-
ficiary under the age of 18 years.  To con-
tribute the maximum of $500 for a
beneficiary,  a  contributor  must  have  ad-
justed gross income for the year not ex-

ceeding $95,000 ($150,000 for joint re-
turns).  The $500 maximum permitted
contribution is phased out for contributors
with adjusted gross income between
$95,000 and $110,000 ($150,000 and
$160,000 for joint returns).  Education
IRAs may be established in taxable years
beginning after 1997. 

(3) Approval of nonbank trustees and
custodians

Under section 530 of the Code, the
trustee or custodian of an Education IRA
must be a bank (as defined in section
408(n) of the Code) or another person ap-
proved by the Internal Revenue Service.
Section 1.408–2(e) of the Income Tax
Regulations sets forth the rules which an
entity must meet to be approved by the
Service as a nonbank trustee or custodian
of an individual retirement account
(IRA).  Pursuant to this notice, any entity
already approved by the Service to be a
nonbank trustee or custodian of an IRAi s
automatically approved by the Service to
be a nonbank trustee or custodian of an
Education IRA. In addition, entities other
than banks or previously approved non-
bank IRA trustees or custodians may re-
quest approval to be a trustee or custo-
dian of an Education IRA in accordance
with the procedures set forth in section
1.408–2(e) and section 3.10 of Rev. Proc.
97-4, 1997–1 I.R.B. 97, dated January 6,
1 9 9 7.

(4) Drafting information

The principal author of this notice is
William Gibbs of the Office of the Asso-
ciate Chief Counsel  (Employee Benefits
and Exempt Organizations). For further
information concerning who may be a

nonbank trustee for Education IRAs, con-
tact Mr. Gibbs at (202) 622-6030 (not a
toll-free call).

90% to 107% 90% to 110%
Weighted Permissible Permissible 

Month Year Average Range Range 

October 1997 6.83 6.14 to 7.30 6.14 to 7.51


