e reviewed and approved by thdfide of

each Management and Budget in accordanc
ach with the Paperwork ReductioAct (44
the U.S.C. 3507) under the control numbe
ach 1545-1891. Responses to this collectior
cipal of information are voluntgr
' re- An agency may not conduct or sponso
te; and a person is not required to respond t
ner a collection of information unless the col-
ndi- lection of information displays a valid
j control numbe
the The estimated average annual burde
ived per recordkeeper is 5 hours.

Comments concerning the accuracy ©
S this burden estimate and suggestions fc

iQnSeCtion 468A.—Special Rules reducing this burden should b.e sent to th
in L Internal Revenue ServiceAttn: IRS Re-
b ofor Nuclear Decommissioning ports Clearance fficer, T:FP, Washing-
pplgOStS ton, DC 20024, and to th@ffice of Man-
agement and BudgetAttn: Desk Gficer

ing2 .
6 CFR 1.468A-3: Ruling amount. .
9 for the Department of &Treasuy, Office

S. T.D. 8758 of Information and RegulatgrAffairs,
he Washington, DC 20503.
IAMEPARTMENT OF THE TREASURY Books or records relating to a collec-
thgnternal Revenue Service tion of information must be retained as
26 CFR Parts 1 and 602 long as their contents may become mate
- ial in the administration of any internal
' Nuclear Decommissioning revenue la. General, tax returns and
Uernds: Revised Schedules of return information are confidential, as re-

reRuIing Amounts quired by 26 U.S.C. 6103.
0SS
| f{AGENCY: Internal Revenue ServiceBackgound

.C_:IRS),Treasuy. This document contains final regula-
-0

ACTION: Final regulations. tions under section 488of the Internal

ons Revenue Code. Section 468vas added

WSUMMARY: This document contains final g the Internal Revenue Code by sectio

theegulations relating to requests for revised1 (c) of tre Tax Refom Act of 1984

onschedules of ruling amounts for nucleafpyplic Law 98-369). Significant amend-

uedecommissioning reserve fundehe regu- ments were made to section 468y sec-
lations amend existing regulations to easgyn 1917 of the Emey Policy Act of

- the burden onféected taxpayers by per-1992 (Public Law 102-486).

ftemitting electing taxpayers with qualifying  gection 468A(a) allows an electing tax-
interests in nuclear power plants to adju§ayer to deduct the amount of payment

0 their ruling amounts under a formula of,ade by the taxpayer to a nuclear decon
method rather than by filing a request for &jssjoning reserve fund. Section

revised schedule of ruling amounts. 468A(b) limits the amount of these pay:-

DATES The final regulations areffec- mhentslfor any taxable yr?ar to the lesser

tive January 20, 1998, the ruling amount or the amount oé-d
1S commissioning costs included in the tax

led-OR FLRTHER INFORMATION CON- paye’s cost of service for ratemaking

EXTACT: Peter Friedman, (202) 62240 purposes for that taxable yea

ite(not a toll-free number). Section 468A(d) provides that ne-d

duction shall be allowed unless the-ta

payer requests, and receives, a schedt
Paperwork ReductivAct of ruling amounts from the SecretarA

S ruling amount is, with respect to any tax:

fter The collection of information con- able yea the amount determined by the
tained in these final regulations has beeBecretary as necessary to (1) fund ths

SUPPLEMENARY INFORMATION:



portion of the nuclear decommissioningnula or method for determining a schedulenore than 10 percent from the ruling
costs of the taxpayer with respect to thef ruling amounts and to revise the mandaamount for the immediately preceding
nuclear power plant which bears the santery review requirements. taxable year. The commentators gener-
ratio to the total nuclear decommissioning Written comments were received in really favored either a retention of the 5
costs with respect to the nuclear powesponse to the notice of proposed rulemalgear review period without limits on dif-
plant as the period for which the nucleamng, and a public hearing was held orfierences in ruling amounts or an increase
decommissioning fund is in effect bears tdlay 13, 1997. After considering the writ-in the percentage by which ruling
the estimated useful life of such nucleaten comments and the statements madeahounts are permitted to differ. In re-
power plant; and (2) prevent any exceghe public hearing, the proposed rules agponse to these suggestions, the final reg-
sive funding of such costs or the fundingadopted as modified by this Treasurylations retain the 5 year review require-

of such costs at a rate more rapid thaDecision. ment, increase the overall percentage by
level funding, taking into account such . . which ruling amounts may differ, and
discount rates as the Secretary deems dpPlanation of Provisions eliminate the 10 percent limitation on

propriate. Section 468A(d)(3) provides The final regulations provide that a taxChanges from one year to the next.
that the Secretary shall, at least once d%hyer may request approval of a formula Some commentators suggested that all
ing the useful life of the nuclear power,, ethod for determining a schedule oflements of a formula should be permitted
plant (or more frequently, upon the reque§h|ing amounts (rather than a schedulf® be variable. Nothing in the proposed
of the taxpayer), review and, if necessangpecifying a dollar amount for each tax/€gulations was meant to suggest other-
revise the schedule of ruling amounts. ;e year) that is consistent with the prin‘—"’ise' In order to afford different taxpay-
Section 1.468A-3 sets forth the ““e%iples and provisions of the rules relatin§"s maximum flexibility in using a for-
relating to the determination of ruling;q the determination of ruling amounts. mula, the regulations do not specify
amounts. The regulations permit the use The final regulations ease the ﬁ“ngwhich elements must be fixed and which
of a formula or method for determining &, ,rqen on taxpayers by permitting therfnust be variable. Instead, the formula, it-
schedule of ruling amounts (in lieu of g, adjust their ruling amounts under a forself, will determine whether an element is
schedule of ruling amounts specifying &,,1a or method (rather than by filing a refixed or variable. A fixed element is one
dollar amount for each taxable year), b”(ﬁuest for a revised schedule of ruIinéhat is assumed to retain the same value
only if the public utility commission es- amounts). Thus, a taxpayer may maxi€dardless of action by the applicable
tablishing or approving the amount of deyi-e its deductions under section 46gRublic utility commission.
commissioning costs to be included iny;ithout requesting a revised schedule of Some commentators suggested that a
cost of service for ratemaking does not €$uling amounts each time a public uti”tytaxpayer that recently received a schedule
timate the cost of decommissioning in fuzommission changes the amount of d&@f ruling amounts should be permitted to
ture dollars. vary this schedule using a formula or

) ) o commissioning costs included in the tax*
The regulations contain provisions for, method that has not been approved by the

i a0 ayer’s cost of service if, under the tax> """ . L .
the_ review and revision of sched_ules Ogayer’s formula or method, theService. This suggestion is inconsistent
ruling amounts and set forth circum

“commission’s action results in a correWith the Service’s obligation to issue and

stances under which a taxpayer must "&onding change in ruling amounts. Theview schedules of ruling amounts and is
quest a revision to its schedule of ruling, nmentators all agreed with the exhot adopted.

amounts. In general, a schedule of ru”nganded availability of ruling amounts Several commentators requested that
amounts must be reviewed at 10 year ifased on formulas or methods. the existing user fee for obtaining a

tervals. If the schedule is determined |, addition, the final regulations mod-Schedule of ruling amounts under section
under a formula or method, however, thg 468A is excessive and should be waived

' ) the mandatory review provisions ap- ) - ¢
period between reviews may not exceed Jjicaple to schedules of ruling amount®" reduced. Because this subject is not

years. determined under a formula or methodVithin the scope of this regulations pro-
The regulations provide that a taxpayefe proposed regulations eliminate théect, it is not addressed in the final regula-
may request an elective review of itg e requiring review of those scheduled0NS:
schedule of ruling amounts. A taxpayeLsiar 5 years but make those schedules Finally, some commentators suggested
seeking to maximize its deductions ””deéubject to the general rule requiring rethat the regulations should address the sit-
section 468A generally needs to request dfe\y at 10 year intervals. In addition, thdlation where a taxpayer, based on a good
elective review of its schedule of ru"ngproposed regulations require taxpayers {gith but erroneous calculation of the per-
amounts each time a public utility Commis-request a revised schedule of ruling€ntage limitations, fails to comply with
sion changes previously established,qunts if, beginning with the secon he mandatory review provisions. Partly
amounts of decommissioning costs. A NG,y aple year during which the most rein response to this suggestion, the per-
tice of proposed rulemaking (REG_centIy issued formula or method is in ef€entage limitation has been simplified.
09828-96) relating to these rules was pulgact ‘the ruling amount for a taxable YeaEtiactive date
_ ?1) differs by more than 25 percent from
23,1996 (61 F.R. 67510). The notice prope ryling amount for any preceding tax- These regulations are applicable for re-
poses to amend 81.468A-3(a)(4) by elimizp|e year during which such formula oquests for schedules of ruling amounts

nating the restriction on the use of a forpathog was in effect; or (2) differs bymade on or after January 20, 1998.
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Special Analyses (f) *** schedule on or before the earlier of the
) ) (B)*** (i)**x* deemed payment deadline for the fifth tax-
It has been determined that this Treasury (jiy The requirement of this paragraphable year that begins after its taxable year
dgcmon is not a significant regulatory actf)(3) does not apply if the taxpayer deterin which the most recent formula or
tion as defined in EO 12866. Therefore, §inag jts schedule of ruling amountsnethod was approved or the deemed pay-
regulatory assessment is not required. lfyqer a formula or method obtained undement deadline for the first taxable year
has also been deFe'rmln'ed that SE3Ct'°§i468A—3(a)(4) and the cost of servicéghat begins after a taxable year in which
553(b) of the Administrative Proceduré, g nt s a variable element of that forthere is a substantial variation in the ruling
Act (5 U.S.C. .chapter 5) does not appb( hula or method. amount determined under the most recent
these regulations. It is hereby certified formula or method. There is a substantial
that the collection of information in the Rk variation in the ruling amount determined
regulation will not have a significant im- -, o o o sean a3 ic amendelinder the formula or method in effect for a

act on a substantial number of small enti- ; ;
'Ei)es This certification is based on the fact® follows: taxable year if the ruling amount for the

; PN . 1. Paragraph (a)(4) is revised. year and the ruling amount for any earlier
that taxpayers with qualifying interests in a 2. Paragraph (e)(5) is added. year since the most recent formula or
ngclear power plant are generally large en- 3. Paragraphs (i)(1)(ii)(A), (i)(1)(iii)- method was approved differ by more than
tities. Thus, because the regulation appllei)(g), and ()(1)(iii)(B) are revised. 50 percent of the smaller amount.

only to these taxpayers and does not i . .
pose a collection of information on small 4. Paragraph (i)(1Xii)(C) is added.

entities, the Regulatory Flexibility Act (5 Th.e revisions and additions read as fol- L
U.S.C. chapter 6) does not apply. Pursualt"s: (iif)

* * * * *

. A) * **
to section 7805(f) of the Internal Revenug1 468A-3 Ruling amount ( _
. : : : 3) Reduces the amount of decommis-
Code, the notice of proposed rulemaking . ( ‘ . X
preceding these regulations was submitted (a) * * * sioning costs to be included in cost of ser-

to the Chief Counsel for Advocacy of the (4) The Internal Revenue Service willV'C€ for any taxable’year;

Small Business Administration for com-approve, at the request of the taxpayer, a(B) The taxpayer's most recent request

ment on its impact on small business. ~ formula or method for determining afor a schedule of ruling amounts did not
schedule of ruling amounts (rather than Brovide notice to the Internal Revenue

Drafting Information schedule specifying a dollar amount fopervice of such action by the public utility

The principal author of these regula_each taxable year) that is consistent withommission; and

e i ; C) In the case of a taxpayer that deter-
tions is Peter Friedman, Office of Assis-t_he principles and provisions of this sec- (©) it

! n. See paraaraph (\)(1)(ii) of this Sec_mines its schedule of ruling amounts
tant Chief Counsel (Passthroughs angfc))n for agpegialpru(lz)a( r)eflz;ting to theunder a formula or method obtained under

Special Industries). However, other per- . . i i i

P | from th IR)S 4T b P fmandatory review of ruling amounts thaParagraph (a)(4) of this section, the item
sonnet from the s and Treasuity Depary o getermined pursuant to a formula dpcreased, adjusted, or reduced is a fixed
ment participated in their development. method. (rather than a variable) element of that

formula or method.

* * * * *
* * * * *

Adoption of Amendments to the ooxoox kX

Regulations (e)x*> - -
¢ (5) A formula or method obtained under Par- 4. Section 1.468A-8 is amended

Accordingly, 26 CFR parts 1 and 602paragraph (a)(4) of this section may pro®Y add-ing paragraph (b)(12) to read as
are amended as follows: vide for changes in an estimated date qfollows:

scribed in paragraph (€)(1) or (2) of thi%l 468A-8 Effective date and transitional
PART 1—INCOME TAXES section to reflect changes in the ratemaky|as.

Paragraph 1. The authority citation fof’d @ssumptions used to determine rates e e .
part 1 continues to read in part as followdWhether interim or final) that are estab-

Authority: 26 U.S.C. 7805 * * * lished or approved by the applicable public b) * % *

Par. 2. Section 1.468A-2 is amendelility commission after the filing of the re- 15y ;e of formula or methodSec-
as follows: quest for approval of a formula or methody;,, 1 468A—2(f)(3)(ii) and §1.468A—

1. The text of paragraph (f)(3) follow- o o+ % % 3(a)(4) (to the extent it permits a formula
ing the heading is designated as paragraph or method when the applicable public
N 3)(). (i) *** utility commission estimates the cost of

2. Paragraph (f)(3)(ii) is added. (1) *** decommissioning in future dollars),

The addition reads as follows: (i(A) Any taxpayer that has obtained ge)(5), (i)(1)(ii)(A) (to the extent it re-
formula or method for determining aquires the taxpayer to file a request for a
schedule of ruling amounts for any taxrevised schedule because of a substantial
able year under paragraph (a)(4) of thigariation in ruling amounts), and
e x x section must file a request for a reviseg)(1)(iii)(C) apply only to requests for a

81.468A-2 Treatment of electing
taxpayer.

1998-13 I.R.B. 17 March 30, 1998



formula or method submitted on or after Michael P. Dolan,

January 20, 1998, and to formulas and Deputy Commissioner of
methods obtained in response to those re- Internal Revenue.
quests.

Approved January 9, 1998.
PART 602—OMB CONTROL _
NUMBERS UNDER THE Donald C. Lubick,

PAPERWORK REDUCTION ACT Acting AssistahSeaetary of
the Treasury {fax Policy).

Pa. 5. The authority citation for part , ,

602 continues to read as follows: SZLiirSylg,]elg(géc,es:Ts tgemF ee(tjrlec;aéu%ﬁgkllsetgrinort]l
Authority: 26 U.S.C. 7805. issue of the Federal Register for January 20, 19¢
Pa. 6. In §602.101(c), the entry for63F.R. 2892)

1.468A-3 in the table is revised to read as

follows:

8602.101 OMB Combl numbers.

* * * * *

(C)***

CFR part or section Current OMB
where identified control No.
or described

* * * * *

1468A-3 ................ 1545-1269
1545-1378
1545-131



