
368 

26 CFR Ch. I (4–1–10 Edition) § 1.468A–9T 

association taxable as a corporation for 
federal tax purposes, a copy of the legal 
documents establishing or otherwise 
governing the organization. 

(xii) Any other information required 
by the IRS that may be necessary or 
useful in determining the schedule of 
deduction amounts. 

(3) Statement required. A taxpayer re-
questing a schedule of deduction 
amounts under this paragraph (d) must 
submit a statement that any noncon-
forming deductions and nonconforming 
exclusions have reduced the deduction 
allowed for the special transfer in ac-
cordance with paragraph (b)(2) of this 
section. 

(4) Administrative procedures. The IRS 
may prescribe administrative proce-
dures that supplement the provisions 
of paragraphs (d)(1) and (2) of this sec-
tion. In addition, the IRS may, in its 
discretion, waive the requirements of 
paragraphs (d)(1) and (2) of this section 
under appropriate circumstances. 

[T.D. 9374, 72 FR 74177, Dec. 31, 2007] 

§ 1.468A–9T Effective/applicability date 
and transitional rules (temporary). 

(a) Effective date. Sections 1.468A–1T 
through 1.468A–8T are effective Decem-
ber 31, 2007, and apply with respect to 
taxable years ending on or after such 
date. 

(b) Transitional rule. For a taxable 
year ending on or after January 1, 2006, 
and before December 31, 2007— 

(1) A taxpayer may use any reason-
able method consistent with the prin-
ciples and provisions of section 468A to 
determine the schedule of ruling 
amounts or the schedule of deduction 
amounts; 

(2) Application of the provisions of 
§§ 1.468A–1T through 1.468A–8T will be 
treated as a reasonable method if, ex-
cept as otherwise permitted by para-
graph (b)(4) of this section, the tax-
payer applies all provisions in §§ 1.468A– 
1T through 1.468A–8T to the taxable 
year; 

(3) The Internal Revenue Service will 
issue schedules of ruling amounts 
based on the regulations in effect prior 
to January 1, 2006, if a taxpayer so re-
quests and if the Internal Revenue 
Service finds the request to be con-
sistent with the principles and pur-
poses of section 468A; and 

(4) The taxpayer’s request for a 
schedule of ruling amounts or a sched-
ule of deduction amounts applicable to 
the taxable year will be treated as 
timely if the request is filed before 
January 1, 2008. 

[T.D. 9374, 72 FR 74177, Dec. 31, 2007] 

§ 1.468B Designated settlement funds. 
A designated settlement fund, as de-

fined in section 468B(d)(2), is taxed in 
the manner described in § 1.468B–2. The 
rules for transferors to a qualified set-
tlement fund described in § 1.468B–3 
apply to transferors to a designated 
settlement fund. Similarly, the rules 
for claimants of a qualified settlement 
fund described in § 1.468B–4 apply to 
claimants of a designated settlement 
fund. A fund, account, or trust that 
does not qualify as a designated settle-
ment fund is, however, a qualified set-
tlement fund if it meets the require-
ments of a qualified settlement fund 
described in § 1.468B–1. 

[T.D. 8459, 57 FR 60988, Dec. 23, 1992] 

§ 1.468B–0 Table of contents. 
This section lists the table of con-

tents for §§ 1.468B–1 through 1.468B–9. 

§ 1.468B–1 Qualified settlement funds. 

(a) In general. 
(b) Coordination with other entity classi-

fications. 
(c) Requirements. 
(d) Definitions. 
(1) Transferor. 
(2) Related person. 
(e) Governmental order or approval re-

quirement. 
(1) In general. 
(2) Arbitration panels. 
(f) Resolve or satisfy requirement. 
(1) Liabilities to provide property or serv-

ices. 
(2) CERCLA liabilities. 
(g) Excluded liabilities. 
(h) Segregation requirement. 
(1) In general. 
(2) Classification of fund established to re-

solve or satisfy allowable and non-allowable 
claims. 

(i) [Reserved] 
(j) Classification of fund prior to satisfac-

tion of requirements in paragraph (c) of this 
section. 

(1) In general. 
(2) Relation-back rule. 
(i) In general. 
(ii) Relation-back election. 
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(k) Election to treat a qualified settlement 
fund as a subpart E trust. 

(1) In general. 
(2) Manner of making grantor trust elec-

tion. 
(i) In general. 
(ii) Requirements for election statement. 
(3) Effect of making the election. 
(l) Examples. 

§ 1.468B–2 Taxation of qualified settlement 
funds and related administrative requirements. 

(a) In general. 
(b) Modified gross income. 
(c) Partnership interests held by a quali-

fied settlement fund on February 14, 1992. 
(1) In general. 
(2) Limitation on changes in partnership 

agreements and capital contributions. 
(d) Distributions to transferors and claim-

ants. 
(e) Basis of property transferred to a quali-

fied settlement fund. 
(f) Distribution of property. 
(g) Other taxes. 
(h) Denial of credits against tax. 
(i) [Reserved] 
(j) Taxable year and accounting method. 
(k) Treatment as corporation for purposes 

of subtitle F. 
(l) Information reporting withholding re-

quirements. 
(1) Payments to a qualified settlement 

fund. 
(2) Payments and distributions by a quali-

fied settlement fund. 
(i) In general. 
(ii) Special rules. 
(m) Request for prompt assessment. 
(n) Examples. 

§ 1.468B–3 Rules applicable to the transferor. 

(a) Transfer of property. 
(1) In general. 
(2) Anti-abuse rule. 
(b) Qualified appraisal requirement for 

transfers of certain property. 
(1) In general. 
(2) Provision of copies. 
(3) Qualified appraisal. 
(4) Information included in a qualified ap-

praisal. 
(5) Effect of signature of the qualified ap-

praiser. 
(c) Economic performance. 
(1) In general. 
(2) Right to a refund or reversion. 
(i) In general. 
(ii) Right extinguished. 
(3) Obligations of a transferor. 
(d) Payment of insurance amounts. 
(e) Statement to the qualified settlement 

fund and the Internal Revenue Service. 
(1) In general. 
(2) Required statement. 
(i) In general. 

(ii) Combined statements. 
(f) Distributions to transferors. 
(1) In general. 
(2) Deemed distributions. 
(i) Other liabilities. 
(ii) Constructive receipt. 
(3) Tax benefit rule. 
(g) Example. 

§ 1.468B–4 Taxability of distributions to 
claimants. 

§ 1.468B–5 Effective dates and transition rules 
applicable to qualified settlement funds. 

(a) In general. 
(b) Taxation of certain pre-1996 fund in-

come. 
(1) Reasonable method. 
(i) In general. 
(ii) Qualified settlement funds established 

after February 14, 1992, but before January 1, 
1993. 

(iii) Use of cash method of accounting. 
(iv) Unreasonable position. 
(v) Waiver of penalties. 
(2) Election to apply qualified settlement 

fund rules. 
(i) In general. 
(ii) Election statement. 
(iii) Due date of returns and amended re-

turns. 
(iv) Computation of interest and waiver of 

penalties. 
(c) Grantor trust elections under § 1.468B– 

1(k). 
(1) In general. 
(2) Transition rules. 
(3) Qualified settlement funds established 

by the U.S. government on or before Feb-
ruary 3, 2006. 

§ 1.468B–6 Escrow accounts, trusts, and other 
funds used during deferred exchanges of like- 
kind property under section 1031(a)(3). 

(a) Scope. 
(b) Definitions. 
(1) In general. 
(2) Exchange funds. 
(3) Exchange facilitator. 
(4) Transactional expenses. 
(i) In general. 
(ii) Special rule for certain fees for ex-

change facilitator services. 
(c) Taxation of exchange funds. 
(1) Exchange funds generally treated as 

loaned to an exchange facilitator. 
(2) Exchange funds not treated as loaned to 

an exchange facilitator. 
(i) Scope. 
(ii) Earnings attributable to the taxpayer’s 

exchange funds. 
(A) Separately identified account. 
(B) Allocation of earnings in commingled 

accounts. 
(C) Transactional expenses. 
(iii) Treatment of the taxpayer. 
(d) Information reporting requirements. 
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(e) Examples. 
(f) Effective/applicability dates. 
(1) In general. 
(2) Transition rule. 

§ 1.468B–7 Pre-closing escrows. 

(a) Scope. 
(b) Definitions. 
(c) Taxation of pre-closing escrows. 
(d) Reporting obligations of the adminis-

trator. 
(e) Examples. 
(f) Effective dates. 
(1) In general. 
(2) Transition rule. 

§ 1.468B–8 Contingent-at-closing escrows. 
[Reserved] 

§ 1.468B–9 Disputed ownership funds. 

(a) Scope. 
(b) Definitions. 
(c) Taxation of a disputed ownership fund. 
(1) In general. 
(2) Exceptions. 
(3) Property received by the disputed own-

ership fund. 
(i) Generally excluded from income. 
(ii) Basis and holding period. 
(4) Property distributed by the disputed 

ownership fund. 
(i) Computing gain or loss. 
(ii) Denial of deduction. 
(5) Taxable year and accounting method. 
(6) Unused carryovers. 
(d) Rules applicable to transferors that are 

not transferor-claimants. 
(1) Transfer of property. 
(2) Economic performance. 
(i) In general. 
(ii) Obligations of the transferor. 
(3) Distributions to transferors. 
(i) In general. 
(ii) Exception. 
(iii) Deemed distributions. 
(e) Rules applicable to transferor-claim-

ants. 
(1) Transfer of property. 
(2) Economic performance. 
(i) In general. 
(ii) Obligations of the transferor-claimant. 
(3) Distributions to transferor-claimants. 
(i) In general. 
(ii) Deemed distributions. 
(f) Distributions to claimants other than 

transferor-claimants. 
(g) Statement to the disputed ownership 

fund and the Internal Revenue Service with 
respect to transfers of property other than 
cash. 

(1) In general. 
(2) Combined statements. 
(3) Information required on the statement. 
(h) Examples. 
(i) [Reserved] 
(j) Effective dates. 
(1) In general. 

(2) Transition rule. 

[T.D. 8459, 57 FR 60988, Dec. 23, 1992, as 
amended by T.D. 8495, 58 FR 58787, Nov. 4, 
1993; T.D. 9249, 71 FR 6200, Feb. 7, 2006; T.D. 
9413, 73 FR 39619, July 10, 2008] 

§ 1.468B–1 Qualified settlement funds. 

(a) In general. A qualified settlement 
fund is a fund, account, or trust that 
satisfies the requirements of paragraph 
(c) of this section. 

(b) Coordination with other entity clas-
sifications. If a fund, account, or trust 
that is a qualified settlement fund 
could be classified as a trust within the 
meaning of § 301.7701–4 of this chapter, 
it is classified as a qualified settlement 
fund for all purposes of the Internal 
Revenue Code (Code). If a fund, ac-
count, or trust, organized as a trust 
under applicable state law, is a quali-
fied settlement fund, and could be clas-
sified as either an association (within 
the meaning of § 301.7701–2 of this chap-
ter) or a partnership (within the mean-
ing of § 301.7701–3 of this chapter), it is 
classified as a qualified settlement 
fund for all purposes of the Code. If a 
fund, account, or trust, established for 
contested liabilities pursuant to § 1.461– 
2(c)(1) is a qualified settlement fund, it 
is classified as a qualified settlement 
fund for all purposes of the Code. 

(c) Requirements. A fund, account, or 
trust satisfies the requirements of this 
paragraph (c) if— 

(1) It is established pursuant to an 
order of, or is approved by, the United 
States, any state (including the Dis-
trict of Columbia), territory, posses-
sion, or political subdivision thereof, or 
any agency or instrumentality (includ-
ing a court of law) of any of the fore-
going and is subject to the continuing 
jurisdiction of that governmental au-
thority; 

(2) It is established to resolve or sat-
isfy one or more contested or 
uncontested claims that have resulted 
or may result from an event (or related 
series of events) that has occurred and 
that has given rise to at least one 
claim asserting liability— 

(i) Under the Comprehensive Envi-
ronmental Response, Compensation 
and Liability Act of 1980 (hereinafter 
referred to as CERCLA), as amended, 42 
U.S.C. 9601 et seq.; or 
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