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(3) Disqualified person defined.
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(1) In general.
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(i) In general.
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(3) Effect of disqualification.
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decommissioning.

(1) In general.

(2) Substantial completion of decommis-
sioning defined.

§1.468A-6 Disposition of an interest in a
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(a) In general.

(b) Requirements.

(c) Tax consequences.
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(3) Example.
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(1) In general.

(2) Special rule.

(g) Other.
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$1.4684-7 Manner of and time for making
election.

(a) In general.
(b) Required information.

§1.4684-8 Effective date and transitional rules.

(a) Effective date.

(1) In general.

(2) Cut-off method applicable to electing
taxpayers.

(b) Transitional rules.

(1) Time for filing request for schedule of
ruling amounts.

(2) Manner of and time for making con-
tributions to a nuclear decommissioning
fund.

(3) Manner of and time for making elec-
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(4) Determination of cost of service limita-
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(5) Assumptions and determinations to be
used in determining ruling amounts.

(6) Exception to level funding limitation.

(7) Determination of qualifying percentage.

(8) Limitation on payments to a nuclear
decommissioning fund.

(9) Denial of interest on overpayment.

(10) Determination of addition to tax for
failure to pay estimated tax.

(11) Nuclear decommissioning fund quali-
fication requirements.

[T.D. 8184, 53 FR 6804, Mar. 3, 1988, as amend-
ed by T.D. 8461, 57 FR 62199, Dec. 30, 1992;
T.D. 8580, 59 FR 66473, Dec. 27, 1994]

§1.468A-1 Nuclear decommissioning
costs; general rules.

(a) Introduction. Section 468A pro-
vides an elective method for taking
into account nuclear decommissioning
costs for Federal income tax purposes.
In general, an eligible taxpayer that
elects the application of section 468A
pursuant to the rules contained in
§1.468A-T7 is allowed a deduction (as de-
termined under §1.468A-2) for the tax-
able year in which the taxpayer makes
a cash payment to a nuclear decommis-
sioning fund. Taxpayers using an ac-
crual method of accounting that do not
elect the application of section 468A
are not allowed a deduction for nuclear
decommissioning costs prior to the
taxable year in which economic per-
formance occurs with respect to such
costs (see section 461(h)).

(b) Definitions. The following terms
are defined for purposes of section 468A
and the regulations thereunder:

(1) The term eligible tarpayer means
any taxpayer that possesses a quali-
fying interest in a nuclear power plant
(including a nuclear power plant that
is under construction).

(2) The term qualifying
means—

(i) A direct ownership interest; and

(ii) A leasehold interest in any por-
tion of a nuclear power plant if—

(A) The holder of the leasehold inter-
est is subject to the jurisdiction of a
public utility commission with respect
to such portion of the nuclear power
plant;

(B) The holder of the leasehold inter-
est is primarily liable under Federal or
State law for decommissioning such
portion of the nuclear power plant; and
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(C) No other person establishes a nu-
clear decommissioning fund with re-
spect to such portion of the nuclear
power plant.

A direct ownership interest includes an
interest held as a tenant in common or
joint tenant, but does not include
stock in a corporation that owns a nu-
clear power plant or an interest in a
partnership that owns a nuclear power
plant. Thus, in the case of a partner-
ship that owns a nuclear power plant,
the election under section 468A must be
made by the partnership and not by the
partners. In the case of an unincor-
porated organization described in
§1.761-2(a)(3) that elects under section
761(a) to be excluded from the applica-
tion of subchapter K, each taxpayer
that is a co-owner of the nuclear power
plant is eligible to make a separate
election under section 468A.

(3) The terms nuclear decommissioning
fund and qualified nuclear decommis-
sioning fund mean a fund that satisfies
the requirements of §1.468A-5. The
term nonqualified decommissioning fund
means a fund that does not satisfy
those requirements.

(4) The term nuclear power plant
means any nuclear power reactor that
is used predominantly in the trade or
business of the furnishing or sale of
electric energy, if the rates for the fur-
nishing or sale, as the case may be, ei-
ther have been established or approved
by a public utility commission or are
under the jurisdiction of the Rural
Electrification Administration. Each
unit (i.e., nuclear reactor) located on a
multi-unit site is a separate nuclear
power plant. The term nuclear power
plant also includes the portion of the
common facilities of a multi-unit site
allocable to a unit on that site.

(6) The term nuclear decommissioning
costs or decommissioning costs means all
otherwise deductible expenses to be in-
curred in connection with the entomb-
ment, decontamination, dismantle-
ment, removal and disposal of the
structures, systems and components of
a nuclear power plant that has perma-
nently ceased the production of elec-
tric energy. Such term includes all oth-
erwise deductible expenses to be in-
curred in connection with the prepara-
tion for decommissioning, such as engi-
neering and other planning expenses,
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and all otherwise deductible expenses
to be incurred with respect to the plant
after the actual decommissioning oc-
curs, such as physical security and ra-
diation monitoring expenses. Such
term does not include otherwise de-
ductible expenses to be incurred in con-
nection with the disposal of spent nu-
clear fuel under the Nuclear Waste Pol-
icy Act of 1982 (Pub. L. 97-425). An ex-
pense is otherwise deductible for pur-
poses of this paragraph (b)(5) if it
would be deductible under chapter 1 of
the Internal Revenue Code without re-
gard to section 280B.

(6) The term public utility commission
means any State or political subdivi-
sion thereof, any agency, instrumen-
tality or judicial body of the United
States, or any judicial body, commis-
sion or other similar body of the Dis-
trict of Columbia or of any State or
any political subdivision thereof that
establishes or approves rates for the
furnishing or sale of electric energy.

(7) The term ratemaking proceeding
means any proceeding before a public
utility commission in which rates for
the furnishing or sale of electric energy
are established or approved. Such term
includes a generic proceeding that ap-
plies to two or more taxpayers that are
subject to the jurisdiction of a single
public utility commission.

(c) Special rules applicable to certain
experimental nuclear facilities. (1) The
owner of a qualifying interest in an ex-
perimental nuclear facility possesses a
qualifying interest in a nuclear power
plant for purposes of paragraph (b) of
this section if—

(i) Such person is engaged in the
trade or business of the furnishing or
sale of electric energy;

(ii) The rates charged for electric en-
ergy furnished or sold by such person
are established or approved by a public
utility commission; and

(iii) The cost of decommissioning the
facility is included in the cost of serv-
ice of such person.

(2) An owner of stock in a corpora-
tion that owns an experimental nuclear
facility possesses a qualifying interest
in a nuclear power plant for purposes of
paragraph (b)(1) of this section if—

(i) Such stockholder satisfies the
conditions of paragraph (c)1) (1)
through (iii) of this section; and
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(ii) The corporation that directly
owns the facility is not engaged in the
trade or business of the furnishing or
sale of electric energy.

(3) For purposes of this paragraph (c),
an experimental nuclear facility is a
nuclear power reactor that is used pre-
dominantly for the purpose of con-
ducting experimentation and research.

(d) Special rules for electing taxpayers
whose rates are under the jurisdiction of
the Rural Electrification Administration.
Notwithstanding any other provision of
the regulations under section 468A, a
schedule of ruling amounts may be pro-
vided to a taxpayer with respect to a
nuclear power plant if the rates for the
furnishing or sale of the plant’s elec-
tricity are under the jurisdiction of the
Rural Electrification Administration.
This schedule will be determined on
the basis of all facts and circumstances
in a manner consistent with section
468A. No taxpayer will be provided a
schedule of ruling amounts under sec-
tion 468A for any taxable year unless
the portion of the rates attributable to
the decommissioning costs of that tax-
payer with respect to such taxable year
are treated by the taxpayer as though
they were subject to section 88.

[T.D. 8184, 53 FR 6805, Mar. 3, 1988, as amend-
ed by T.D. 8461, 57 FR 62199, Dec. 30, 1992;
T.D. 8580, 59 FR 66473, Dec. 27, 1994]

§1.468A-2 Treatment of electing tax-
payer.

(a) In general. An eligible taxpayer
that elects the application of section
468A pursuant to the rules contained in
§1.468A-7 (an ‘‘electing taxpayer’) is
allowed a deduction for the taxable
year in which the taxpayer makes a
cash payment (or is deemed to make a
cash payment as provided in paragraph
(c) of this section ) to a nuclear decom-
missioning fund. The amount of the de-
duction for any taxable year equals the
total amount of cash payments made
(or deemed made) by the electing tax-
payer to a nuclear decommissioning
fund (or nuclear decommissioning
funds) during such taxable year. A pay-
ment may not be made (or deemed
made) to a nuclear decommissioning
fund before the first taxable year in
which all of the following conditions
are satisfied:

§ 1.468A-2

(1) The construction of the nuclear
power plant to which the nuclear de-
commissioning fund relates has com-
menced.

(2) Nuclear decommissioning costs of
the nuclear power plant to which the
nuclear decommissioning fund relates
are included in the taxpayer’s cost of
service for ratemaking purposes (see
paragraph (b) of this section).

(3) A ruling amount is applicable to
the nuclear decommissioning fund (see
§1.468A-3).

(b) Limitation on payments to a nuclear
decommissioning fund—(1) In general.
For purposes of paragraph (a) of this
section, the maximum amount of cash
payments made (or deemed made) to a
nuclear decommissioning fund during
any taxable year shall not exceed the
lesser of:

(i) The cost of service amount appli-
cable to the nuclear decommissioning
fund for such taxable year (as defined
in paragraph (b)(2) of this section); or

(ii) The ruling amount applicable to
the nuclear decommissioning fund for
such taxable year (as determined under
§1.468A-3).

If the amount of cash payments made
(or deemed made) to a nuclear decom-
missioning fund during any taxable
year exceeds the limitation of this
paragraph (b)(1), the excess is not de-
ductible by the electing taxpayer. In
addition, see paragraph (c) of §1.468A-5
for rules which provide that the Inter-
nal Revenue Service may disqualify a
nuclear decommissioning fund if the
amount of cash payments made (or
deemed made) to a nuclear decommis-
sioning fund during any taxable year
exceeds the limitation of this para-
graph (b)(1).

(2) Cost of service amount. (i) For pur-
poses of section 468A and the regula-
tions thereunder, the ‘‘cost of service
amount applicable to a nuclear decom-
missioning fund for a taxable year’ is
the amount of decommissioning costs
included in the electing taxpayer’s cost
of service for ratemaking purposes for
such taxable year. Decommissioning
costs are included in cost of service for
a taxable year only to the extent such
costs are directly or indirectly charged
to customers of the taxpayer by reason
of electric energy consumed during
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