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(3) Property

The term ‘‘property’ has the meaning given
such term by section 614.

(4) Reserve property

The term ‘‘reserve property’ means any
property with respect to which a reserve is es-
tablished under subsection (a)(1).

(Added Pub. L. 98-369, div. A, title I, §91(b)(1),
July 18, 1984, 98 Stat. 601; amended Pub. L.
99-514, title XVIII, §§1807(a)(3)(A), (C), 1899A(14),
Oct. 22, 1986, 100 Stat. 2811, 2959; Pub. L. 101-508,
title XI, §11802(c), Nov. 5, 1990, 104 Stat. 1388-529.)

Editorial Notes

REFERENCES IN TEXT

The Surface Mining Control and Reclamation Act of
1977, referred to in subsec. (d)(2)(A), is Pub. L. 95-87,
Aug. 3, 1977, 91 Stat. 445. Title V of that Act is classified
generally to subchapter V (§1251 et seq.) of chapter 25
of Title 30, Mineral Lands and Mining. Sections 511 and
528 of that Act are classified to sections 1261 and 1278,
respectively, of Title 30. For complete classification of
this Act to the Code, see Short Title note set out under
section 1201 of Title 30 and Tables.

The Solid Waste Disposal Act, referred to in subsec.
(A)(2)(B)({), is title II of Pub. L. 89272, Oct. 20, 1965, 79
Stat. 997, as amended generally by Pub. L. 94-580, §2,
Oct. 21, 1976, 90 Stat. 2795, which is classified generally
to chapter 82 (§6901 et seq.) of Title 42, The Public
Health and Welfare. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 6901 of Title 42 and Tables.

Section 105 of the Comprehensive Environmental Re-
sponse, Compensation, and Liability Act of 1980, re-
ferred to in subsec. (d)(2)(B)(ii), is classified to section
9605 of Title 42.

AMENDMENTS

1990—Subsec. (a)(2)(B). Pub. L. 101-508 amended sub-
par. (B) generally, substituting present provisions for
provisions providing for increase for interest and a
phase-in of interest rates for taxable years ending be-
fore 1987.

1986—Subsec. (a)(1). Pub. L. 99-514, §1807(a)(3)(C), sub-
stituted ‘‘this section’ for ‘‘this subsection”.

Subsec. (a)(2)(D). Pub. L. 99-514, §1807(a)(3)(A), added
subpar. (D).

Subsec. (d)(2)(B)(ii). Pub. L. 99-514, §1899A(14), sub-
stituted ‘‘Comprehensive Environmental Response,
Compensation, and Liability Act of 1980 for ‘‘Com-
prehensive Environmental, Compensation, and Liabil-
ity Act of 1980°.

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 1807(a)(3)(A), (C) of Pub. L.
99-514 effective, except as otherwise provided, as if in-
cluded in the provisions of the Tax Reform Act of 1984,
Pub. L. 98-369, div. A, to which such amendment re-
lates, see section 1881 of Pub. L. 99-514, set out as a note
under section 48 of this title.

EFFECTIVE DATE

Section effective July 18, 1984, with respect to taxable
years ending after such date, except as otherwise pro-
vided, see section 91(g)(4) of Pub. L. 98-369, as amended,
set out as an Effective Date of 1984 Amendment note
under section 461 of this title.

SAVINGS PROVISION

For provisions that nothing in amendment by Pub. L.
101-508 be construed to affect treatment of certain
transactions occurring, property acquired, or items of
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income, loss, deduction, or credit taken into account
prior to Nov. 5, 1990, for purposes of determining liabil-
ity for tax for periods ending after Nov. 5, 1990, see sec-
tion 11821(b) of Pub. L. 101-508, set out as a note under
section 45K of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

§468A. Special rules for nuclear decommis-
sioning costs

(a) In general

If the taxpayer elects the application of this
section, there shall be allowed as a deduction for
any taxable year the amount of payments made
by the taxpayer to a Nuclear Decommissioning
Reserve Fund (hereinafter referred to as the
“Fund’’) during such taxable year.

(b) Limitation on amounts paid into Fund

The amount which a taxpayer may pay into
the Fund for any taxable year shall not exceed
the ruling amount applicable to such taxable
year.

(c) Income and deductions of the taxpayer
(1) Inclusion of amounts distributed

There shall be includible in the gross income
of the taxpayer for any taxable year—

(A) any amount distributed from the Fund
during such taxable year, other than any
amount distributed to pay costs described in
subsection (e)(4)(B), and

(B) except to the extent provided in regu-
lations, amounts properly includible in gross
income in the case of any deemed distribu-
tion under subsection (e)(6), any termination
under subsection (e)(7), or the disposition of
any interest in the nuclear powerplant.

(2) Deduction when economic performance oc-
curs

In addition to any deduction under sub-
section (a), there shall be allowable as a de-
duction for any taxable year the amount of
the nuclear decommissioning costs with re-
spect to which economic performance (within
the meaning of section 461(h)(2)) occurs during
such taxable year.

(d) Ruling amount
For purposes of this section—
(1) Request required

No deduction shall be allowed for any pay-
ment to the Fund unless the taxpayer re-
quests, and receives, from the Secretary a
schedule of ruling amounts. For purposes of
the preceding sentence, the taxpayer shall re-
quest a schedule of ruling amounts upon each
renewal of the operating license of the nuclear
powerplant.

(2) Ruling amount

The term ‘‘ruling amount’ means, with re-
spect to any taxable year, the amount which
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the Secretary determines under paragraph (1)
to be necessary to—

(A) fund the total nuclear decommis-
sioning costs with respect to such power
plant over the estimated useful life of such
power plant, and

(B) prevent any excessive funding of such
costs or the funding of such costs at a rate
more rapid than level funding, taking into
account such discount rates as the Secretary
deems appropriate.

(3) Review of amount

The Secretary shall at least once during the
useful life of the nuclear powerplant (or, more
frequently, upon the request of the taxpayer)
review, and revise if necessary, the schedule of
ruling amounts determined under paragraph
(D).

(e) Nuclear Decommissioning Reserve Fund
(1) In general

Each taxpayer who elects the application of
this section shall establish a Nuclear Decom-
missioning Reserve Fund with respect to each
nuclear powerplant to which such election ap-
plies.

(2) Taxation of Fund
(A) In general

There is hereby imposed on the gross in-
come of the Fund for any taxable year a tax
at the rate of 20 percent, except that—

(i) there shall not be included in the
gross income of the Fund any payment to
the Fund with respect to which a deduc-
tion is allowable under subsection (a), and

(ii) there shall be allowed as a deduction
to the Fund any amount paid by the Fund
which is described in paragraph (4)(B)
(other than an amount paid to the tax-
payer) and which would be deductible
under this chapter for purposes of deter-
mining the taxable income of a corpora-
tion.

(B) Tax in lieu of other taxation

The tax imposed by subparagraph (A) shall
be in lieu of any other taxation under this
subtitle of the income from assets in the
Fund.

(C) Fund treated as corporation

For purposes of subtitle F—

(i) the Fund shall be treated as if it were
a corporation, and

(ii) any tax imposed by this paragraph
shall be treated as a tax imposed by sec-
tion 11.

(3) Contributions to Fund

Except as provided in subsection (f), the
Fund shall not accept any payments (or other
amounts) other than payments with respect to
which a deduction is allowable under sub-
section (a).

(4) Use of Fund

The Fund shall be used exclusively for—

(A) satisfying, in whole or in part, any li-
ability of any person contributing to the
Fund for the decommissioning of a nuclear
powerplant (or unit thereof),
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(B) to pay administrative costs (including
taxes) and other incidental expenses of the
Fund (including legal, accounting, actuarial,
and trustee expenses) in connection with the
operation of the Fund, and

(C) to the extent that a portion of the
Fund is not currently needed for purposes
described in subparagraph (A) or (B), making
investments.

(5) Prohibitions against self-dealing

Under regulations prescribed by the Sec-
retary, for purposes of section 4951 (and so
much of this title as relates to such section),
the Fund shall be treated in the same manner
as a trust described in section 501(c)(21).

(6) Disqualification of Fund

In any case in which the Fund violates any
provision of this section or section 4951, the
Secretary may disqualify such Fund from the
application of this section. In any case to
which this paragraph applies, the Fund shall
be treated as having distributed all of its
funds on the date such determination takes ef-
fect.

(7) Termination upon completion

Upon substantial completion of the nuclear
decommissioning of the nuclear powerplant
with respect to which a Fund relates, the tax-
payer shall terminate such Fund.

(f) Transfers into qualified funds

(1) In general

Notwithstanding subsection (b), any tax-
payer maintaining a Fund to which this sec-
tion applies with respect to a nuclear power
plant may transfer into such Fund not more
than an amount equal to the present value of
the portion of the total nuclear decommis-
sioning costs with respect to such nuclear
power plant previously excluded for such nu-
clear power plant under subsection (d)(2)(A) as
in effect immediately before the date of the
enactment of this subsection.

(2) Deduction for amounts transferred

(A) In general

Except as provided in subparagraph (C),
the deduction allowed by subsection (a) for
any transfer permitted by this subsection
shall be allowed ratably over the remaining
estimated useful life (within the meaning of
subsection (d)(2)(A)) of the nuclear power
plant beginning with the taxable year during
which the transfer is made.

(B) Denial of deduction for previously de-
ducted amounts

No deduction shall be allowed for any
transfer under this subsection of an amount
for which a deduction was previously al-
lowed to the taxpayer (or a predecessor) or a
corresponding amount was not included in
gross income of the taxpayer (or a prede-
cessor). For purposes of the preceding sen-
tence, a ratable portion of each transfer
shall be treated as being from previously de-
ducted or excluded amounts to the extent
thereof.

(C) Transfers of qualified funds

If—
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(i) any transfer permitted by this sub-
section is made to any Fund to which this
section applies, and

(ii) such Fund is transferred thereafter,

any deduction under this subsection for tax-
able years ending after the date that such
Fund is transferred shall be allowed to the
transferor for the taxable year which in-
cludes such date.

(D) Special rules

(i) Gain or loss not recognized on transfers
to Fund

No gain or loss shall be recognized on
any transfer described in paragraph (1).

(ii) Transfers of appreciated property to
Fund

If appreciated property is transferred in
a transfer described in paragraph (1), the
amount of the deduction shall not exceed
the adjusted basis of such property.

(3) New ruling amount required

Paragraph (1) shall not apply to any transfer
unless the taxpayer requests from the Sec-
retary a new schedule of ruling amounts in
connection with such transfer.

(4) No basis in qualified funds

Notwithstanding any other provision of law,
the taxpayer’s basis in any Fund to which this
section applies shall not be increased by rea-
son of any transfer permitted by this sub-
section.

(g) Nuclear powerplant

For purposes of this section, the term ‘‘nu-
clear powerplant’ includes any unit thereof.

(h) Time when payments deemed made

For purposes of this section, a taxpayer shall
be deemed to have made a payment to the Fund
on the last day of a taxable year if such pay-
ment is made on account of such taxable year
and is made within 2%2 months after the close of
such taxable year.

(Added Pub. L. 98-369, div. A, title I, §91(c)(1),
July 18, 1984, 98 Stat. 604; amended Pub. L.
99-514, title XVIII, §1807(a)(H)(A)(1), (B)—-(E)(vi),
Oct. 22, 1986, 100 Stat. 2812, 2813; Pub. L. 102-486,
title XIX, §1917(a), (b), Oct. 24, 1992, 106 Stat.
3024, 3025; Pub. L. 104-188, title I, §1704(j)(6), Aug.
20, 1996, 110 Stat. 1882; Pub. L. 109-58, title XIII,
§1310(a)—(e), Aug. 8, 2005, 119 Stat. 1007-1009.)

Editorial Notes

REFERENCES IN TEXT

The date of the enactment of this subsection, referred
to in subsec. (f)(1), is the date of enactment of Pub. L.
109-58, which was approved Aug. 8, 2005.

AMENDMENTS

2005—Subsec. (b). Pub. L. 109-58, §1310(a), reenacted
heading without change and amended text of subsec. (b)
generally. Prior to amendment, text read as follows:
“The amount which a taxpayer may pay into the Fund
for any taxable year shall not exceed the lesser of—

‘(1) the amount of nuclear decommissioning costs
allocable to the Fund which is included in the tax-
payer’s cost of service for ratemaking purposes for
such taxable year, or
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‘“(2) the ruling amount applicable to such taxable
year.”

Subsec. (d)(1). Pub. L. 109-58, §1310(c), inserted at end
“For purposes of the preceding sentence, the taxpayer
shall request a schedule of ruling amounts upon each
renewal of the operating license of the nuclear power-
plant.”

Subsec. (d)(2)(A). Pub. L. 109-58, §1310(b)(2), amended
subpar. (A) generally. Prior to amendment, subpar. (A)
read as follows: ‘‘fund that portion of the nuclear de-
commissioning costs of the taxpayer with respect to
the nuclear powerplant which bears the same ratio to
the total nuclear decommissioning costs with respect
to such nuclear powerplant as the period for which the
Fund is in effect bears to the estimated useful life of
such nuclear powerplant, and’’.

Subsec. (e)(2)(A). Pub. L. 109-58, §1310(e)(1), sub-
stituted ‘‘rate of 20 percent’’ for ‘‘rate set forth in sub-
paragraph (B)”’ in introductory provisions.

Subsec. (e)(2)(B) to (D). Pub. L. 109-58, §1310(e)(2), (3),
redesignated subpars. (C) and (D) as (B) and (C), respec-
tively, and struck out heading and text of former sub-
par. (B). Text read as follows: ‘‘For purposes of subpara-
graph (A), the rate set forth in this subparagraph is—

‘(1) 22 percent in the case of taxable years begin-
ning in calendar year 1994 or 1995, and
‘(i) 20 percent in the case of taxable years begin-

ning after December 31, 1995.”

Subsec. (e)(3). Pub. L. 109-58, §1310(d), substituted
‘““Except as provided in subsection (f), the Fund” for
“The Fund”.

Subsecs. (f) to (h). Pub. L. 109-58, §1310(b)(1), added
subsec. (f) and redesignated former subsecs. (f) and (g)
as (g) and (h), respectively.

1996—Subsec. (e)(2)(A). Pub. L. 104-188 provided that
the amendment made by section 1917(b)(1) of Pub. L.
102-486 shall be applied as if ‘“‘at a rate’ appeared in-
stead of ‘‘at the rate’ in the material proposed to be
stricken. See 1992 Amendment note below.

1992—Subsec. (e)(2)(A). Pub. L. 102-486, §1917(b)(1),
which directed that subpar. (A) be amended by striking
‘‘at the rate equal to the highest rate of tax specified
in section 11(b)”’ and inserting ‘‘at the rate set forth in
subparagraph (B)”’, was executed by making the substi-
tution for ‘‘at a rate equal to the highest rate of tax
specified in section 11(b)’. See 1996 Amendment note
above.

Subsec. (e)(2)(B) to (D). Pub. L. 102-486, §1917(b)(2),
added subpar. (B) and redesignated former subpars. (B)
and (C) as (C) and (D), respectively.

Subsec. (e)(4)(C). Pub. L. 102-486, §1917(a), struck out
before period at end ‘‘described in section
501(c)2)(B)({i)”.

1986—Subsec. (a). Pub. L. 99-514, §1807(a)(4)(E)(i), sub-
stituted ‘“‘this section” for ‘‘this subsection’.

Subsec. (¢)(1)(A). Pub. L. 99-514, §1807(a)(4)(B), sub-

stituted ‘“‘subsection (e)(4)(B)”’ for ‘“‘subsection
(e)(2)(B)”.
Subsec. (d). Pub. L. 99-514, §1807(a)(4)(E)@{i), sub-

stituted ‘‘this section’ for ‘‘this subsection’ in intro-
ductory text.

Subsec. (e). Pub. L. 99-514, §1807(a)(4)(E)(iii), sub-
stituted ‘‘Reserve Fund” for ‘“‘Trust Fund’ in heading.

Subsec. (e)(1). Pub. L. 99-514, §1807(a)(4)(E)(iv), sub-
stituted ‘‘this section’ for ‘‘this subsection’ and ‘‘Re-
serve Fund” for ‘“Trust Fund”.

Subsec. (e)(2). Pub. L. 99-514, §1807(a)(4)(C), amended
par. (2) generally. Prior to amendment, par. (2) read as
follows: ‘“‘There is imposed on the gross income of the
Fund for any taxable year a tax at a rate equal to the
maximum rate in effect under section 11(b), except
that—

‘“(A) there shall not be included in the gross income
of the Fund any payment to the Fund with respect to
which a deduction is allowable under subsection (a),
and

“(B) there shall be allowed as a deduction any
amount paid by the Fund described in paragraph
(4)(B) (other than to the taxpayer).”’

Subsec. (e)(4)(C). Pub. L. 99-514, §1807(a)(4)(D), added
subpar. (C).
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Subsec. (e)(6). Pub. L. 99-514, §1807(a)(4)(E)(V), sub-
stituted ‘‘this section” for ‘‘this subsection’ in two
places and ‘‘this paragraph’ for ‘‘this subparagraph”.

Subsec. (f). Pub. L. 99-514, §1807(a)(4)(E)(vi), sub-
stituted ‘‘For purposes of this section, the’’ for ‘““The’’.

Subsec. (g). Pub. L. 99-514, §1807(a)(4)(A)(i), added sub-
sec. (g).

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE OF 2005 AMENDMENT

Pub. L. 109-58, title XIII, §1310(f), Aug. 8, 2005, 119
Stat. 1009, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2005.”’

EFFECTIVE DATE OF 1992 AMENDMENT

Pub. L. 102486, title XIX, §1917(c), Oct. 24, 1992, 106
Stat. 3025, provided that:

‘(1) SUBSECTION (a).—The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1992.

‘(2) SUBSECTION (b).—The amendments made by sub-
section (b) [amending this section] shall apply to tax-
able years beginning after December 31, 1993. Section 15
of the Internal Revenue Code of 1986 shall not apply to
any change in rate resulting from the amendment made
by subsection (b).”’

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 effective, except as oth-
erwise provided, as if included in the provisions of the
Tax Reform Act of 1984, Pub. L. 98-369, div. A, to which
such amendment relates, see section 1881 of Pub. L.
99-514, set out as a note under section 48 of this title.

EFFECTIVE DATE

Section effective July 18, 1984, with respect to taxable
years ending after such date, see section 91(g)(5) of Pub.
L. 98-369, as amended, set out as an Effective Date of
1984 Amendment note under section 461 of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

TRANSITIONAL RULE

Pub. L. 99-514, title XVIII, §1807(a)(4)(A)(ii), Oct. 22,
1986, 100 Stat. 2812, provided that: ‘“To the extent pro-
vided in regulations prescribed by the Secretary of the
Treasury or his delegate, subsection (g) of section 468A
of the Internal Revenue Code of 1954 [now 1986] (as
added by clause (i)) shall be applied with respect to any
payment on account of a taxable year beginning before
January 1, 1987, as if it did not contain the requirement
that the payment be made within 22 months after the
close of the taxable year. Such regulations may provide
that, to the extent such payment to the Fund is made
more than 2% months after the close of the taxable
year, any adjustment to the tax attributable to such
payment shall not affect the amount of interest pay-
able with respect to periods before the payment is
made. Such regulations may provide appropriate ad-
justments to the deduction allowed under such section
468A for any such taxable year to take into account the
fact that the payment to the Fund is made more than
2% months after the close of the taxable year.”

§468B. Special rules for designated settlement
funds
(a) In general

For purposes of section 461(h), economic per-
formance shall be deemed to occur as qualified

TITLE 26—INTERNAL REVENUE CODE

Page 1632

payments are made by the taxpayer to a des-
ignated settlement fund.
(b) Taxation of designated settlement fund

(1) In general

There is imposed on the gross income of any
designated settlement fund for any taxable
year a tax at a rate equal to the maximum
rate in effect for such taxable year under sec-
tion 1(e).

(2) Certain expenses allowed

For purposes of paragraph (1), gross income
for any taxable year shall be reduced by the
amount of any administrative costs (including
State and local taxes) and other incidental ex-
penses of the designated settlement fund (in-
cluding legal, accounting, and actuarial ex-
penses)—

(A) which are incurred in connection with
the operation of the fund, and

(B) which would be deductible under this
chapter for purposes of determining the tax-
able income of a corporation.

No other deduction shall be allowed to the
fund.

(3) Transfers to the fund

In the case of any qualified payment made
to the fund—

(A) the amount of such payment shall not
be treated as income of the designated set-
tlement fund,

(B) the basis of the fund in any property
which constitutes a qualified payment shall
be equal to the fair market value of such
property at the time of payment, and

(C) the fund shall be treated as the owner
of the property in the fund (and any earnings
thereon).

(4) Tax in lieu of other taxation

The tax imposed by paragraph (1) shall be in
lieu of any other taxation under this subtitle
of income from assets in the designated settle-
ment fund.

(5) Coordination with subtitle F

For purposes of subtitle F—

(A) a designated settlement fund shall be
treated as a corporation, and

(B) any tax imposed by this subsection
shall be treated as a tax imposed by section
11.

(c) Deductions not allowed for transfer of insur-

ance amounts

No deduction shall be allowable for any quali-
fied payment by the taxpayer of any amounts
received from the settlement of any insurance
claim to the extent such amounts are excluded
from the gross income of the taxpayer.

(d) Definitions
For purposes of this section—
(1) Qualified payment

The term ‘‘qualified payment” means any
money or property which is transferred to any
designated settlement fund pursuant to a
court order, other than—

(A) any amount which may be transferred
from the fund to the taxpayer (or any re-
lated person), or
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