Notice of Proposed Rulemaking
and Notice of Public Hearing

Nuclear Decommissioning Funds;
Revised Schedules of Ruling
Amounts

REG-209828-96

AGENCY: Intemal Revenue Sewice
(IRS), Treasuy.

ACTION: Notice of proposé rulemak-
ing ard notice of public hearing.

SUMMARY: This documen contains
propose regulatiors relating to requests
for revisal scheduls of ruling amounts
for nuclea decommissionig reserve
funds The proposd regulatiors would
amerd existing regulatiors to ea® the
burden on affectad taxpayes by permit-
ting them to adjug their ruling amounts
unde a formula or metha rathe than
by filing a reques for a revisal sched-
ule of ruling amounts This document
also provides notice of a public hearing
on these proposd regulations.

DATES. Commens mud be received
by March 24, 1997 Request to speak
ard outlines of ord commens to be
- discussd at the public hearirg sched-
uled for May 13, 1997 at 10 a.m, must
be receival by April 22, 1997.

ADDRESSES: Serd submissios to
CC:DOM:CORPR [REG-209828-96],
room 5226 Internd Revene Service,
POB 7604 Ben Franklin Station Wash-
ington, DC 20044 Submissios may be
hand-deliverd betwea the hours of 8
am and 5 p.m to: CC:.DOM:CORP:R
[REG-209828-96] Courig’s Desk In-
ternd Revene Service 1111 Constitu-
tion Avenue N.W., Washington DC.
Alternatively, taxpayes may submi
commens electronicaly via the Internet
by selectirg the “Tax Regs$ option on
the IRS Home Page or by submitting
commens$ directly to the IRS Internet
site at http://www.irs.ustreas.go'prod/
tax_regs/comments.htmA public hea-
ing will be held in the NYU Classroom,

15-

Secow Floor, Roam 2615 Internd Rev-
ente Building, 1111 Constitution Av-
enue N.W., Washington DC.

FOR- FURTHER- INFORMATION
CONTACT: Concernig the proposed
regulations Pete C. Friedman (202)
622-3110 (not a toll-free number) con-
cernirg submissios and the hearing,
Evangelisa Lee (202 622—719 (not a
toll-free number).

SUPPLEMENARY INFORMATION:

Paperwok Reductio Act

The collection of information con-
tained in this notice of proposd
rulemakirg has been submittel to the
Office of Managemen ard Budge for
review in accordane with the Pape-
work Reductio Act of 19% (44 U.S.C.
3507(d)) Commens on the collection of
information shoutl be ser to the Office
of Managemert and Budget, Attn:
De«k Officer for the Departmen of the
Treasuy, Office of Information and
Regulatoy Affairs, Washington DC
20503 with copies to the Internal Rev-
enue Service Attn: IRS Repors Clea-
ane Officer, T:FP, Washington DC
20224 Commens$ on the collection of
information shoul be receivel by Feb-
ruary 21, 1997 Commens are specifi-
cally requestd concerning:

Whethe the proposé collection of
information is necessar for the proper
performane of the functiors of the
Intemal Revenue Service, including
whethe the collection will hawe aprac-
tical utility;

The accurag of the estimate burden
associatd with the proposeé collection
of information (see below);

How the quality, utility, and clarity of
the information to be collectadl may be
enhanced;

How the burden of complying with
the proposé collection of information
may be minimized including through
the application of automatd collection
techniqus or othe forms of information
technology and

Estimates of capitd or start-p costs
ard coss of operation maintenanceand
purchase of servie to provide informa-
tion.

The collection of information is in
§ 1.468A-3 This information is re-
quired by the IRS to ensue compliance
with the provisiors of sectim 468A
relatig to deductios for payments
mace to nuclea decommissionig re-
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serve funds. This information will be and (2) prevent any excessive funding schedule specifying a dollar amount
used by the IRS to support the issuancef such costs or the funding of suchfor each taxable year) that is consistent
to taxpayers of schedules of rulingcosts at a rate more rapid than leveWith the principles and provisions of the
amounts under section 468A. The colfunding, taking into account such dis-rules relating to the determination of
lection of information is voluntary to count rates as the Secretary deems apiling amounts.
obtain a benefit. The likely recordkeep-propriate. Section 468A(d)(3) provides The proposed regulation would ease
ers are businesses or other for-profithat the Secretary shall, at least onceéhe filing burden on taxpayers by per-
institutions. Estimated total annualduring the useful life of the nuclear mitting them to adjust their ruling
recordkeeping burdert00 hours. Esti- power plant (or more frequently, uponamounts under a formula or method
mated average annual burden pethe request of the taxpayer), review andirather than by filing a request for a
recordkeeper5 hours. Estimated num- if necessary, revise the schedule of rulrevised schedule of ruling amounts).
ber of recordkeeper0. ing amounts. Thus, under the proposed regulations, a
An agency may not conduct or spon- Section 1.468A-3 sets forth the ruledaxpayer may maximize its deductions
sor, and a person is not required toelating to the determination of ruling under section 468A without requesting a
respond to, a collection of informationamounts. Section 1.468A-3(a)(4) perfevised schedule of ruling amounts each
unless the collection of information dis-mits the use of a formula or method fortime a public utility commission
plays a valid control number. determining a schedule of rulingchanges the amount of decommissioning
Books or records relating to a collec-amounts (in lieu of a schedule of rulingcosts included in the taxpayer’s cost of
tion of information must be retained asamounts specifying a dollar amount forservice if, under the taxpayer’s formula
long as their contents may become maeach taxable year), but only if the publicor method, the commission’s action re-
terial in the administration of any inter- utility commission establishing or ap-sults in a corresponding change in ruling
nal revenue law. Generally, tax returngroving the amount of decommissioningamounts.
and return information are confidential,costs to be included in cost of service In addition, the proposed regulations

as required by 26 U.S.C. 6103. for ratemaking does not estimate themodify the mandatory review provisions
cost of decommissioning in future dol-applicable to schedules of ruling
Background lars. amounts determined under a formula or

. . Section 1.468A—3(i) contains provi- method. One modification eliminates the
This document contains proposed; "¢ o reviev(v) and revisign ofrule requiring review of those schedules
regulations under section 468A of theg oy joq of ruling amounts. Sectiorgfter five years; the schedules will,
Internal Revenue Code. Section 468'@.468A—3(i)(1) sets forth circumstancediowever, be subject to the general rule
was ad(_jed to the Internal Revenue Cod nder which a taxpayer must request &quiring review at ten-year intervals. In
by section 91(c) of the Tax Reform ACt o icion 1o its schedule of ruling addition, a taxpayer using a formula or
of 1984 (Public Law 98-369). Signifi- ,\0,nis | general, a schedule of rulmethod will be required to request a
cant amendments were made to_sectiq g amounts must be reviewed at tenrevised schedule of ruling amounts if,
468A by section 1917 of the Energyyear intervals. If the schedule is deterbeginning with the second taxable year
Policy Act of 1992 (Public Law 102— 7 4" (nder a formula or method,during which the most recently issued
486). __however, the period between reviewdormula or method is in effect, the
Section 468A(a) allows an electing, 5y ot exceed five years. ruling amount for a taxable year (1)
taxpayer to deduct the amount of pay- g .o 1 468A-3(i)(2) provides that adiffers by more than 25 percent from
ments made by the taxpayer (0 a nucle bxpayer méy request an elective revied€ ruling amount for any preceding
decommissioning reserve fund. Sectioly: ™ copadule of ruling amounts sotaxable year during which such formula
468A(b) limits the amount of theseéong as such request is made in accoRr method was in effect; or (2) differs
payments for any taxable year to they, .o\t the rules of § 1.468A—3(h).by more than 10 percent from the ruling
lesser of the ruling amount or the, ™. \over seeking to maximize itsamount for the immediately preceding
amount of decommissioning COStS IN- 4"\ oo der section 468A generallj@xable year. Under these circumstances
cluded in the taxpayer’s cost of SeIVice ~ s to request an elective review oft taxpayer must file a request for a
for ratemaking purposes for that taxable ~"C.p e of ruling amounts each timdevised schedule of ruling amounts on
year. _ a public utility commission changes pre-Of before the deemed payment deadline
Section 468A(d) provides that no de;io gy established amounts of decomfor the next taxable year.
duction shall be allowed unless thepissioning costs. These proposed reguys .
taxpayer requests, and receives, a schetiions amend § 1.468A—3(a)(4) by roposed Effective Date
;’;’f 0}2\ :3“29 srrr?(())lhjr?ttsisfr\?vri?h trhees Se‘z?rgellmmatmg the restriction on the use of The regulations are proposed to be
Y- 9 ’ Pect 104 formula or method for determining aeffective for requests for schedules of
gny thaxable year, the amount determine chedule of ruling amounts. In addition,ru“ng amounts made on or after the
y the Secretary as necessary 10 (lhese proposed regulations revise thgate that the final regulations are filed

fund that portion of the nuclear decom-,andatory review requirements ofu ;
missioning costs of the taxpayer with§ 1.468A—y3(i)(1\;! W qut with the Federal Register.

respect to the nuclear power plant which

bears the same ratio to the total ”UCleaﬁxplanation of Provisions _ _ _
decommissioning costs with respect to It has been determined that this notice
such nuclear power plant as the period The proposed regulations provide thabf proposed rulemaking is not a signifi-

for which the nuclear decommissioninga taxpayer may request approval of &ant regulatory action as defined in EO
fund is in effect bears to the estimatedormula or method for determining al12866. Therefore, a regulatory assess-
useful life of such nuclear power plant;schedule of ruling amounts (rather thamment is not required. It has also been
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determiné tha section 553(h of the
Administrative Procedue Act (5 U.S.C.
chapte 5) does not apply to these
regulations and becaue the regulation
does nat impose a collection of informa-
tion on smal entities the Regulatory
Flexibility Act (5 U.S.C chapte 6) does
not apply. Pursuahto sectim 7805(f) of
the Internd Revene Code this notice
of propose rulemakirg will be submit-
ted to the Chief Counsé for Advocacy
of the Smal Busines Administratian for
commen on its impad on smal busi-
ness.

Commerg and Public Hearing

Before the® proposeé regulatiors are
adoptel as final regulations conside-
ation will be given to ary written com-
mens (a signel origind and eight (8)
copieg tha are submittel timely to the
IRS. All commens will be availabk for
public inspectio and copying.

A public hearirg has been scheduled
for May 13, 1997 in room 2615 Be-
caug of acces restrictions visitors will
not be admitted beyord the Internal
Revene Building lobby more than 15
minutes before the hearirg starts.

The rules of 26 CFR 601.601(a)(3)
appl to the hearing.

Persos tha wish to preseh oral
commens at the hearig mug submit
commens by March 24, 1997 and
submt an outline of the topics to be
discussd ard the time to be devotal to
ead topic by April 22, 1997.

A periad of 10 minutes will be allot-
ted to eat persm for making com-
ments.

An agené showirg the schedulig of
the speakes will be prepard after the
dealline for receaving outlines has
passed Copies of the agen@ will be
availabk free of chage at the hearing.

Drafting Information

The principd autha of thes regula-
tions is Pete C. Friedman Office of
Assista Chig Couns¢ (Passthroughs
ard Speci& Industries) Howeve, other
personnk from the IRS ard Treasury
Departmen participatel in ther devel-
opment.

Proposel Amendmeist to the Regula-
tions

Accordingly, 26 CFR patt 1 is pro-
posel to be amendd as follows:

PART 1—INCOME TAXES

Paragraph 1. The authoriy citation
for pat 1 continues to real in pat as
follows:

Authority: 26 U.S.C 7806 * * *

Pa. 2. Sectin 1.468A-2 is amended
as follows:

1. The text of paragrap (f)(3) is
redesignaté as paragrap (f)(3)(i).

2. Paragrap (f)(3)(ii) is added.

The addition read as follows:

§ 1.468A2 Treatmemh of electirg tax-
paye.

* * * * *

(f)***

(3) * k% * (i)** *

(i) The requiremen of this paragraph
(N(3) does nat apply if the taxpayer
determins its schedué of ruling
amouns unde a formula or method
obtainel unde § 1.468A-3(a)(¥ and
the cod of servie amour is avariable
elemen of tha formula or method.

* o * 4 * 4 * 4 *

Pa. 3. Sectiom 1.468A-3 is amended
as follows:

1. Paragrap (a)(4 is revised.

2. Paragrap (e)(H is added.

3. Paragrapb (i)(1)(i)(A), (i)(2)(iii)-
(A)(3), ard ()(1)(iii)(B) are revised.

4. Paragrap (i)(1)(iii))(C) is added.

The revisiors and additiors read as
follows:

§ 1.468A-3 Ruling amount.
(a) * % *

(4) The Internd Revene Servie will
approve a the reques of the taxpaye, a
formula or methal for determinig a
schedut of ruling amouns (rathe than
a schedu¢ specifyig a-11-dolla
amoun for ead taxabk yea) tha is
consisteh with the principles ard provi-
siors of this section Ses paragraph
()(1)(ii) of this sectin for a specia rule
relatig to the mandatoy review of
ruling amouns tha are determiné pur-
suart to aformula or method.

* o * o * 4 * 4 *

(e) * % ok

(5) A formula or methal obtained
unde paragrap (a)(4 of this section
may provide for changs in an estimated
dake describd in paragrap (e)(1) or (2)
of this sectio to refled changs in the
ratemakilg assumptioa usal to dete-
mine rates (whethe interim or final)
that are establishd or approve by the
applicabé public utility commission af-
ter the filing of the reques for approval
of a formula or method.

* o * 4 * 4 * 4 *

17-

(i) * Kk K

(1 * kK

(i)(A) Any taxpaye tha has ob-
tainad a formula or methal for dete-
mining a schedu of ruling amouns for
ary taxabk yea unde paragrap (a)(4)
of this sectiom mug file areques for a
revisedl scheduk of ruling amouns on
or before the deemeé paymen deadline
for a taxabke yea if the period for
which the mog recenty issua formula
or methal has bea in effect (the ruling
period bega at leag two taxabk years
before sud yea ard —

(1) The ruling amourn for the preced-
ing taxabk yea ard the ruling amount
for any earlig taxabk yea in the ruling
periad differ by more than 25 percen of
the smalle amount or

(2) The ruling amouns for the two
mog recer taxabk years differ by more
than 10 percen of the smalle amount.

* * * * *

(iii) * Kk K

(A) * x *

(3) Reducs the amoun of decom-
missionirg coss to be included in cost
of service for ary taxabk year;

(B) The taxpaye’s mog recen re-
ques for a schedut of ruling amounts
did not provide notice to the Internal
Revene Servie of sud action by the
public utility commission and

(C) In the ca® of a taxpaye that
determins its schedué of ruling
amouns undeg a formula or method
obtainel unde paragrap (a)(4) of this
section the item increased adjusted or
reduce is a fixed (rathe than a vari-
ablg elemen of tha formula or method.

F e

Margare Milner Richardson,
Commissioneof Internd Revenue.

(Filed by the Office of the Federd Registe on
Decembe 20, 1996 8:45 a.m, ard publishel in
the isste of the Federa Registe for Decembe 23,
1996 61 F.R. 67510)




