
Section 529—Programs

Notice 2001–55

This notice provides guidance to quali-
fied tuition programs described in § 529
of the Internal Revenue Code and partici-
pants in § 529 programs regarding the re-
striction on investment direction de-
scribed in § 529(b)(5).  This notice sets
forth a special rule under which a pro-
gram may permit investments in a § 529
account to be changed annually, and upon
a change in the designated beneficiary of
the account.

Section 529(b)(5) states that a program
shall not be treated as a § 529 program
unless it provides that any contributor to,
or designated beneficiary under, such pro-
gram may not directly or indirectly direct
the investment of any contributions to the
program (or any earnings thereon).   The
proposed regulations under § 529, which
were published in the Federal Register on
August 24, 1998 (63 F.R. 45019), provide

ent expected matriculation date, or where
the program establishes new investment
options. 

The Internal Revenue Service and the
Treasury Department recognize that there
are a number of situations that might war-
rant a change in the investment strategy
with respect to a § 529 account.  Accord-
ingly,  the Internal Revenue Service and
the Treasury Department expect that the
final regulations under § 529 will provide
that a program does not violate 
§ 529(b)(5) if it permits a change in the
investment strategy selected for a § 529
account once per calendar year, and upon
a change in the designated beneficiary of
the account.  It is expected that the final
regulations will also provide that, to qual-
ify under this special rule, a program must
(1) allow participants to select only from
among broad-based investment strategies
designed exclusively by the program; and
(2) establish procedures and maintain ap-
propriate records to prevent a change in
investment options from occurring more

DC 20044.  Submission may be hand-de-
livered Monday through Friday between
the hours of 8 a.m. and 5 p.m. to
CC:ITA:RU (Notice 2001–55), Courier’s
Desk, Internal Revenue Service, 1111
Constitution Avenue, NW, Washington
DC.  Alternatively, taxpayers may submit
comments electronically via the Internet
by selecting the “Tax Regs” option on the
IRS Home Page, or by submitting com-
ments directly to the IRS Internet site at
http://www.irs.gov/prod/tax_regs/regslist
.html. Comments will be available for
public inspection.

DRAFTING INFORMATION

The principal author of this notice is
Monice Rosenbaum of the Office of Divi-
sion Counsel/Associate Chief Counsel
(Tax Exempt and Government Entities).
For further information regarding this no-
tice contact Ms. Rosenbaum at (202) 622-
6070 (not a toll-free number).

Weighted Average Interest Rate
Update

Notice 2001–58

Notice 88–73 provides guidelines for
determining 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 Om-
nibus Budget Reconciliation Act of 1987
and as further amended by the Uruguay
Round Agreements Act, Pub. L. 103–465
(GATT).

The average yield on the 30-year Trea-
sury Constant Maturities for August 2001
is 5.48 percent. 

The following rates were determined
for the plan years beginning in the month
shown below.
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90% to 105% 90% to 110%
Weighted Permissible Permissible 

Month Year Average Range Range 

September 2001 5.77 5.20 to 6.06 5.20 to 6.35

Part III. Administrative, Procedural, and Miscellaneous



Drafting Information

The principal author of this notice is
Todd Newman of the Employee Plans,
Tax Exempt and Government Entities Di-
vision.  For further information regarding
this notice, please call Mr. Newman at
(202) 283-9702 (not a toll-free number).

26 CFR 601.105: Examination of returns and
claims for refund, credit or abatement;
determination of correct tax liability.  
(Also Part I, Sections 6700, 6701, 7408).

Rev. Proc. 2001–49

SECTION 1. PURPOSE

This revenue procedure revokes Rev.
Proc. 83–78 (1983–2 C.B. 595) and Rev.
Proc. 84–84 (1984–2 C.B. 782) which de-
scribe procedures which had been used by
the Internal Revenue Service to identify
and investigate abusive tax shelter promo-
tions.  The procedures being revoked are
inconsistent with the Service’s current
practices and new organizational struc-
ture.  In the future, the Service’s proce-
dures for the identification and investiga-
tion of abusive tax shelter promotions will
be set forth in the Internal Revenue Man-
ual or other forms of published guidance.

SECTION 2. BACKGROUND

.01  Section 7408 of the Internal Rev-
enue Code authorizes the United States, at
the request of the Secretary, to seek an in-
junction to enjoin any person from further

engaging in conduct subject to a penalty
under section 6700 or section 6701.

.02  Section 6700 of the Code imposes
monetary penalties on promoters of abu-
sive tax shelters and other tax avoidance
schemes.  These penalties are in addition
to all other penalties provided by law.
Persons subject to the penalties include
any person who organizes, assists in the
organization of, or participates in the sale
of, any interest in an entity, plan or
arrangement, and who makes or furnishes
a statement with respect to any material
tax matter either that the person knows or
has reason to know is a false statement or
that is a gross valuation overstatement.  

.03  Section 6701 imposes a penalty on
any person who aids, assists, procures, or
advises with respect to, the preparation or
presentation of any portion of a return, af-
fidavit, claim, or other document, pro-
vided that such person knows (or has rea-
son to believe) that such portion will be
used in connection with any material mat-
ter arising under the internal revenue laws
and also provided that such person knows
that such portion (if so used) would result
in an understatement of the liability for
tax of another person.  The penalty im-
posed by section 6701 is in addition to all
other penalties provided by law.  

.04  Rev. Proc. 83–78 (1983–2 C.B.
595) provided procedures for the identifi-
cation and investigation of abusive tax
shelter promotions which might be sub-
ject to penalties under section 6700 or in-
junction under section 7408.  Rev. Proc.
84–84 (1984–2 C.B. 782) modified Rev.

Proc. 83–78 and described additional
measures the Service was taking to ad-
dress abusive tax shelters.  Those revenue
procedures set forth duties for organiza-
tional units of the Service that no longer
exist because of a reorganization of the
Service under the requirements of the In-
ternal Revenue Service Restructuring and
Reform Act of 1998.

.05 The IRS is establishing new proce-
dures for identifying and investigating
abusive tax shelter promotions.  These
new procedures will be set forth in the In-
ternal Revenue Manual or in other forms
of published guidance that will be issued
in the future.

SECTION 3. EFFECT ON OTHER
DOCUMENTS

.01  Rev. Proc. 83–78 is revoked.

.02  Rev. Proc. 84–84 is revoked.

SECTION 4. DRAFTING
INFORMATION

The principal author of this revenue
procedure is Brinton T. Warren of the Of-
fice of Associate Chief Counsel, Proce-
dure and Administration (Administrative
Provisions and Judicial Practice Divi-
sion).  For further information regarding
this revenue procedure, contact Brinton T.
Warren at (202) 622-4940 (not a toll-free
call).
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