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Section 468B of the

Internal Revenue Code of 1986

{i) Gain or loss iiot-tecognized on trahsfers:to ind.
« 70 Novg T loss .shall be srecoghized: on an ansfer

scribed in paragiap

_shall notfexceed!the: ddju :

. +i3)-New rulmg dmount'vequired. 'Paragraph (
‘apply to any tratisfer tnless the: taxpayer Teqiie: )
« Secretary a“new schedule of rulmg amouits in ‘on
with such transfe +} :
(4) No basis in quallfied funds.' Nothf tan dny
other provision of law the taxpayer’s basxs in any Fund to

" which this' section'applies shiall’ not bé i mcr Sed by“‘?ﬁa o)

secs. {f) and (g) a subsecs (@)
1310(17)(2) amended subparar {2
tposes’ of the' precedmg sentence, the taxpa; hall
request a schedulé of rulmg arrounts upon each’ enewal of the operating li-
cerse’ of ‘theviiiiclear” powerpfah *at the end- of para“"(d)(l) H iSec.
1310(d), subsntuted 1 ‘bbeétnon D)y the Eund’* for
“The Fund™" irf para, bstitited “rate of 207pét
cenit” for “rate set fort subparagraph By’ ard. (e)(2)(A)
‘1310(e)(2), deleted subpar (e)(Z)(B): . Sec: 3), ¢
paras. (e}(2)(C) andi(D)
yrs. begin., after 12/31/200i ;
P . .

s PL0 10
1310(b)(1), tedesign;
added “subsec; f)..

for axal
‘(1) the arotint of nuc]eaf decommlssmnmg costs:' allocab 3
which is included in the, taxpayer s cost of servme for raf
F6t"such taxable’ year, of - -~ w7 § ST
“(2),the ruling amount appllcable ‘to: such -taxable’ edr. 2,
Prio; amendmem, sl X 4
- . nd that Pomon
T "payet, with respect.to the
the total _nuclear decomml : t
plant ‘as the period for which the Fund is m effe
usefil Jife .of such riuclear powerp]ant and”
Pnor t0. deleuon subparax (e)(2)(B) read as follow!
“(B) Rate of tax. For purposes &Of subparagraph
this subparagraph is— -+ s 5t
(i) 22 percent it ‘the'.¢dse of taxaBIe ‘yéars be in
1994 or.1995, and )

tossuch nuclea.r gower—
ears the es mgted

L., e eéa
02-486 by subs uting “at g
posed to be'stricken, see bel

)] 1 mvestmems m subpara (e)(4)(C), effecuve for
ax. yrs..begin. after 12/31/92 : .
~=~P.L. 102-486;.Sec. 1917(b)(1);. [amended by Sec, 1704(])(6) of PL 104—
188 see above] substituted “at: the. rate set forth in' subparagraph B) . for
“at a rate' equal-to sthe ‘highest: rate .of : tax specified in .section. 11(b)”,
subpara. (©U2J(A)..5: Sec. 19174b)(2), rede51gnated subparas. (€)(2)(B) and
(C) as subparas. (e)(2)(C) and (D) and added new subpara. (e)(2)(B), effec-
txve as prngded in Sec. 1 2)(2), of this Act; which reads as followy ¥

terndl Revénue Codeé of 1986 shall ‘ot aﬁply t6'any” change in ratc
from the amendmient made by subsection (b).” '

e exterit provnded in'regt
- the*Secretary of the Trea s delegate, subsection (g} of sectlon
468K of :the; Hiternal Revenus™ ode 0f 1954 (as:added: by: clzxuse (1)) shall
e, apphedv réspect. fo.any. pa ment.on.account of. a taxable; ‘year, begin-
3 1?8 did not contain the requireme;
ithin hs after’ the close of the taxabl
Sucb;regulaﬂons iay: providé.thaty to the extent such: pa},mentvto th mmd
ad thi

_] tm the tax, z ttnbut hle
of ‘ntérést payablé with" ds “Before the' payment”is made.
Such regulations ,may prov1de appropnate adjustmetits to the deducnon al-
lowed; under. such séction: 468A for: any:Such’ taxable S)ear totake” infotag- ,
count the fact that the paymerit to the Fund is mad more than 2V ,months
after the <l f th able year.” .
B .99, Sec. 1807, (aj(4)(B), "stibsi f:ed (e)(4)(B) » for-
“subsecnon (e)(2)(B),” in subpara. (c)(1)(A €l ‘1807(a)(4)(C)
amended-pardife)(2)u: s z~SacuLSQ?{a)(4)(E); deletedx andié fram the 1end of
subpara. (e)(4)(A), substituted ¥ and? for
Y(4)B), and added suby ( ) 4)

1807
) su i s'gsec (@t
s sectioti” for “thts subsecnon

place it appeared ’m para (e)(6)
“this paragraph” ‘o
1807(3)(4)(’5)(")& substi

Prior 6 amendment, paa. ©) rea 'as
. ,,4(2) Taxation, of fund. Th

under section A1(8); exeeptith

. “(A) théré ‘shalknot. be included -ini -
payment to the Find ‘with respect:to 5 which
subsecuon (a) and o

descnbed in paragraph (4)(B) (other tham t6 ‘the”“tdxpay] )
Pl 99 514,. ‘Sec. '1807(8)(@);¢a
£ :

. S ec. 468A effecnve
Or tax. yrs: end after 7/18/84 [as amended by ‘Sec. 1807(2)(4) of
P.L. 99-514, see above]. For exceptions, .and onal i
91(@ anid’ (1)" fPL‘QS 69' epmduced i

ec: 468B: Spe’ al rules for desngnated ettlement funds

(a) In general. .:;.: ‘

i, For purposes: of sécuon 461(h) : performance

shall ‘be:deenied to occur as qualified payments’aré made by

the taxpayet to-a des1gnated ettlement: fund

(b). Taxatio nt:
@ In general. There is lmposed 1€
-:any-desighated settlement Fumd for any taxable eat a tax

+ “at a‘rate eqiial to the: maxifnuth Tat
able year under sectlon (‘ :

#2i(2) Certain expens -allowed.: For» purposes ‘of paragraph
*(1), gross income for any taxable year shallbe reduced by
«;the -amountof-any ‘administrative ‘Costs: (including :State
~-and Jocal ‘tiXes) and othef incidental expenses-of the: des-

» -ignated settlement fund: mcludmg Icgal accountmg'ra.nd

actuarial pens 3 s

(B) whlch would be deductlble under this ¢

purposes of determmmg the taxable mcome of a corpo*

ration,;’ . ¢, - S h o

“No other. deducnon shall be OW! 4
(3) Trarisférs 4o the find; I t’he case of any qughﬁed
‘payment made ‘o the fund— & ¢! IEUER
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(A):the-amount of such ‘payiiient shall nct be treated as
“income of the designated settlement fundjy o o
:-(B) the basis of the fund, in any property which consti-
. futes.a qualified . payment shall be equal to the.fair mar-
ket value of such praperty at the time of payment; and
“(C)-the fund shall be treated ‘as'the owner of the prop-

erty in the fund (and any earnings thereon), . "~ ™

@ Tax. in lieu of other taxation. The tax imposed b

paragraph (1) shall be in liew of any- other taxation under

ated settle:

of' S}lbtlﬂé

5).Coordination with subfitle

(B) any tax.imposed by: this' subsection
as a tax imposed by section 11.7 ;
(¢) Deductions not_allowed for transfer of insu
G AMOURS. L L ae LR ¢
Nodeductionsshall‘be allowable for-any qualifie payment
‘by the taxpayer of any amounts receivéd from the ‘seftlemnérit
of any insurance claim to_the extent stich amounts are ex-

BY

cluded from the gross income of the. taxpayer.., . R
(d) Definitions. 7% s - !
. "For purposes 0f this section " o .
(1) Qualified. payment.: The tetm “qualified payment”
‘means any- money ‘or ptoperty which is transferred:-to any
designated settlement fund-pursuant to-a cotirt order; ot T
:(A) any” amolint. which may bé transferred “fron
* fund to the taxpayer (or any related person), Or .. ...
s (B) thetransfer of any stock or indebtedness of the tax-
“whatpayer (or any telated person): i At e w on o
i (2) Designated settlement fund. The tertn ©
" settlement fund” means any fund— 7 T ”
.o =(A) which is established pursuant to a court order -and
whiclt extinguishes completely: the taxpayer’s tort liabil-
“ity with respect toriclaims described ‘in subpardgraph

15

>

(B) with respect to which, no amounts may be trans-
ferred other than in the form of qualified payments,
/(C)-which “is’ administered by persons ‘a majority.-of
‘whom are independent of the taxpayer, .07 .0 ie,
(D)’ which s established for the principal: purpose of
siresolving ‘and satisfying present and future claims
against the taxpayer (or:any related person or formerly
related’ person) arising: out of personal injury, death, or
cproperty damage,. foooerer oo e i)
+(E) under the terms‘of which the taxpayer (or any re-
lated person) may-not hold any beneficial interest in the
" income or corpus of the fund, and-. 1o o e
(F) with respect-to. which-an election is made under this
section by the taxpayer, w gl el T
An election: under this section shall be made-at:such:time
=wand in such manner as‘:the' Secretary shall by ‘regulation
~prescribe: Such an”election, ‘once made, may be revoked

only with the consent of the Secretary.: ...¢: | i
(3) Related person. The terni “telated: persoil” niéans a
« person related to the taxpayer within the meaning of sec-
soition 267(b)s o sl :
(e):Nonapplicability of section: Y W

This section (other than subsection (g)) shall not apply
with respect to ‘any:liability: of the taxpayer-arising under. any
workers’ compensation Act or any contested. li bility of the
taxpayer within the meaning of section 461 () iy s

2,362

Filed 08/31/2007

Page 3 of 3

(f) ,Othel‘;'fl.l_ﬂdS. [T : o 0
«/Bxcept as provided in regulatioris, :any payment:in respect
of a liability described in subsection (d)(2)(D) (and not de-
scribed in“subsection . (e))-to a trust fund or eserow fund
which:is niot'a designated settlement-fund shall not be treated
as constifuting .economic performance. . ¥

(g) Clarification of taxation of certain funds i
Nothing in any. provision of law shall be ¢onstrued as pro-
viding. that an -escrow. account,.settlement . fund, or similar
fund is not subject to.current income tax. The: Secretary shall
prescribe regulations providing for the taxation of any. such
or fund whether as a grantor, trust. or.otherwise.. .

In 1990, P.L. 101-508, Sec. 11702(e)(1), substituted, . This - section, (other
than subsection’ (g))” for “This section” in ‘subsec. (¢),” effective’ as pro-
vided in Sec. 91(g), (h), and" (i) of P.L" 98-369' reéproduced in’note follow-
ing Code Sec. 461. For special rules see Secs: 1807¢)(1)(C)zandi (D) -of
P.L. 99-514 reproduced below. s S e o o . N
In 1988, P.L. 100-647, Sec. 1018(£)(1), substituted “the taxpayer (or, any
related person)” for “the taxpayer” ‘in subparas. (d)(1)(A) and (DR2)E). ..
Sec. 1018(f)(2), amended*subpara.(d)(2)(A) " Sec. 1018(H)(4)(A), substi-
futed. “a corporation.”-for “the corporation,” in-subpara. (b)(2)(B) ... : Sec.
1018(f)(4)(B), substituted “No other” for “no other” in para, (b)(2). .. Sec.
‘1}018(0(5)(}\), added subsec. (g), effective ds pfovided in Secs. 91(g), (h),
and (i) of P.L.98-369, reproduced-in the note following Code' Sec.” 461 and
Sec. 1807(a)(7)(C) of P.L:. 99-514; reproduced below. i
Prior to amendment, subpara. (d)(2)(A) read as follows:
“(A) which is established pursuant to-a court.order,”: .
——P.L. 100-647, Sec. 1018()(3), amended Sec.. 1807(a)(7)(C)(i) of P.L. 99-
514 [reproduced below] part of the effective date for changes made by Sec.
1807(a)(7)(A) of P.L. 99-514 ... Sec. 1018(£)(5)(B), repealed . Sec.
1807(a)(7)(D) of P.L. 99-514, clarification of amendments made by:S
1807(a)(7)(A). of P.L. 99-514, see below. = .. . . . . 7"
Prior to-amendment, Sec. 1807(a}(7)(C)(i) of PL., 1¢ 0
i“(i).any portion of such fund which meets the requirements; of subpara-
graphs (A), (C), (D), and (F) of section 468B(d)(2) of the Internal Revenue
Code of 1954 (as added by this paragraph) shall be treated as a designated
settlement. fund for purposes of section 468B- of such-Code,”. A

Prior to repeal, See. 1807(a)(7)(D)-of P.L. 99-514 tead as-follows:

“(D) Clarification of law with respect to certain fundsi<— -, -,

“(i) In general. —Nothing, in any provision of law: shall-be construed as
proyiding that an escrow. account,: settlement . fund, .or similar :fund is not
subject to .current. income tax._If contributions. to such. an account or fund
are_not deductible, then the account or fund ¢ taxed_as a grantor
St PR SR e : 14f

“(ii) Effective date.—The provisions of clause
or funds established after August 16, 1986.” ) . e
In 1986, P.L. 99-514, Sec. 1807(a)(7)(A), added Code Sec. 468B, effective
as provided in Secs. 91(g), (h), and (i) of P.L. 98-369, reproduced in note
following Code -Sec. 461."Sec. '1807(a)(7)(C) [as ‘amended by *Sec.
1018(1)(3) of P:L. "T00-647; ‘See”above] of this' Act and Sec. 1807(a)(7)(D)
of this Act [repealed by Sec. 1018(f)(5)(B) 6f P.L. 100-647, sét above] pro-
vides: LR S el e Ug

“(C) Special rule for taxpayer’in bankruptcy reorganization. Tn the cdse
of any settlement fund which'is ¢stablishéd for claimants against a ¢orpora-
tion* which filed a petition* for reorganization: under chapter 11 of title 11,
United States Code, on August 26, 1982, and which filed with a United
States. district court a first amended. and restated plan of  reorganization
before March 1, 1986 g EON
. “()-any portion of such fund. which is established. pursuant to.a court or-
der and with qualified payments, which meets the requirements 6f subpara-
graphs (C) and (D) of section 468B(d)(2) of the Internal Revenue Code of
1954 (as added by this paragraph), and with respect to which an election'is
made ‘under subparagraph' (F) thereot, shall be trcated as a designated settle-

(i). shall apply to \-alccqunis

ment fund for purposes of section 468B of such Code, ) .
*(ii) such corporation (or arly successor theieof) shall be liable for the tax
imposed by section 468B-of such Code 6n’such portion of ‘the’ funid’ (and
the fund shall not be liable for such tax), such tax shall be deductible by .
the’cofporation, and the rate of tax under section 468B° of siich Code for
ariy taxable year shall be equal to. 15 percent, andty oo by
“(iii) any: transaction by any pottion ‘of the fund ‘1ot ‘described
() shall be treated as‘a transaction made by the corporation.”” "

Sec, 469. - Passive activﬁy losses ‘and credits limited
(2) Disallowance, " ¥ 7 <oniinin wt ) s
(1) In_general. If for any taxable year the taxpayer is de

scribed in paragraph (2), neither—
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