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than 8% months after the end of 1992), that
amount is not eligible for recurring item
treatment under this section. Thus, the
$20,000 amount is not incurred by Y until the
1993 taxable year.

Example 2. Requirements for use of the recur-
ring item exception; amended returns. The facts
are the same as in Example 2, except that Y
files its income tax return for 1992 on March
15, 1993, and Y does not refund the price of
any recorder before that date. Under para-
graph (b)(1) of this section, the refund liabil-
ity is not eligible for the recurring item ex-
ception because economic performance with
respect to the refund does not occur before Y
files a return for the taxable year for which
the item would have been incurred under the
exception. However, since economic perform-
ance occurs within 8%2 months after 1992, Y
may file an amended return claiming the
$30,000 as incurred for its 1992 taxable year
(see paragraph (b)(2) of this section).

[T.D. 8408, 57 FR 12427, Apr. 10, 1992, as
amended by T.D. 8593, 60 FR 18743, Apr. 13,
1995]

§1.461-6 Economic performance when
certain liabilities are assigned or
are extinguished by the establish-
ment of a fund.

(a) Qualified assignments of certain per-
sonal injury liabilities under section 130.
In the case of a qualified assignment
(within the meaning of section 130(c)),
economic performance occurs as a tax-
payer-assignor makes payments that
are excludible from the income of the
assignee under section 130(a).

(b) Section 468B. Economic perform-
ance occurs as a taxpayer makes quali-
fied payments to a designated settle-
ment fund under section 468B, relating
to special rules for designated settle-
ment funds.

(c) Payments to other funds or persons
that constitute economic performance.
[Reserved]

(d) Effective dates. The rules in para-
graph (a) of this section apply to pay-
ments after July 18, 1984.

[T.D. 8408, 57 FR 12428, Apr. 10, 1992]

§1.463-1T Transitional rule for vested
accrued vacation pay (temporary).

(a) Introduction. Section 91(i) of the
Tax Reform Act of 1984 provides a tran-
sitional rule for the election under sec-
tion 463, relating to accrual of vacation
pay. Section 91(i) applies only in the
case of taxpayers with respect to which
a deduction was allowable (other than
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under section 463) for vested accrued
vacation pay for the last taxable year
ending or or before July 18, 1984.

(b) Election under transitional rule. A
taxpayer described in paragraph (a) of
this section that makes an election
under section 463 for the first taxable
year ending after July 18, 1984, shall
compute the opening balance of the ac-
count described in section 463(a)(1)
(“accrual account”) with respect to
such vacation pay under the rules pro-
vided in paragraph (e)(3) of this sec-
tion.

(c) Multiple vacation pay accounts
within a single trade or business. (1) An
election under section 463 must be
made with respect to all vacation pay
accounts maintained by the taxpayer
within a single trade or business
whether the liability is for vested ac-
crued vacation pay or for vacation pay
that is contingent.

(2) If a taxpayer has elected, in a tax-
able year ending on or before July 18,
1984, to treat contingent vacation pay
with respect to a single trade or busi-
ness under section 463, the taxpayer
may elect, under the provisions of sec-
tion 91(i) of the Tax Reform Act of 1984,
to treat vested accrued vacation pay
with respect to the same trade or busi-
ness under section 463. However, no
election may be made with respect to
vacation pay for which a prior section
463 election was made and that is ac-
counted for under section 463.

(d) Time for making election. A tax-
payer described in paragraph (a) of this
section that makes an election under
section 463 for the first taxable year
ending after July 18, 1984, must make
the election on or before the due date
(determined with regard to extensions)
for filing the taxpayer’s income tax re-
turn for such taxable year. However, if
the taxpayer’s income tax return was
filed for the first taxable year ending
after July 18, 1984, prior to March 6,
1986, the taxpayer must make the elec-
tion by the later of the due date (deter-
mined with regard to extensions) for
filing the taxpayer’s income tax re-
turn, or May 5, 1986. In this case, the
election must be made by filing an
amended return (showing adjustments,
if any) for such year and attaching the
statement required by paragraph (e) of
this section on or before the later of
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the due date (determined with regard
to extensions) for filing the taxpayer’s
income tax return, or May 5, 1986.

(e) Manner of making election. A tax-
payer must make the election de-
scribed in paragraph (b) of this section
by attaching a statement to the tax-
payer’s income tax return for the first
taxable year ending after July 18, 1984.
The statement must indicate that the
taxpayer is electing to apply the provi-
sions of section 463 with respect to
vested accrued vacation pay for the
taxpayer’s first taxable year ending
after July 18, 1984. The statement must
contain the following information:

(1) The taxpayer’s name and a de-
scription of the vacation pay plans to
which the election applies.

(2) If a taxpayer has more than one
trade or business and is not making the
election with respect to all trades or
businesses, a description of the trades
or businesses to which the election ap-
plies.

(3) The opening balance in the tax-
payer’s accrual account. This balance
equals the amount determined as if the
taxpayer had maintained an account
for the last taxable year ending on or
before July 18, 1984, representing the
taxpayer’s liability for vested accrued
vacation pay earned by employees be-
fore the close of the last taxable year
ending on or before July 18, 1984, and
payable during that taxable year or
within 12 months following the close of
that taxable year. If the taxpayer’s li-
ability for vacation pay includes both
vested accrued vacation pay and vaca-
tion pay the liability for which is con-
tingent, the amount in the opening bal-
ance of the accrual account that rep-
resents the taxpayer’s liability for con-
tingent vacation pay is to be deter-
mined under the rules provided in sec-
tion 463(b)(2).

(4) The opening balance in the tax-
payer’s suspense account. This balance
equals the amount determined under
paragraph (e)(3) of this section less the
portion allowed as deductions under
section 162 for prior taxable years for
vacation pay earned but not paid at the
close of the last taxable year ending on
or before July 18, 1984.

(f) Vested accrued vacation pay. For
purposes of paragraphs (a) through (e)
of this section, “vested accrued vaca-

§1.465-1T

tion pay” means any amount allowable
as a deduction under section 162(a) for
a taxable year with respect to vacation
pay of employees of the taxpayer (de-
termined without regard to section
463). For purposes of this section, vaca-
tion pay will be considered vested ac-
crued vacation pay even though there
is a limit or ceiling on the amount of
vacation pay an employee is entitled to
as of the close of any plan year.

For example, if under a vacation pay
plan an employee may accumulate no
more than 40 days of vacation leave by
the end of any plan year and any un-
used days in excess of 40 days are for-
feited, the taxpayer is considered to
have vested accrued vacation pay (even
though the plan is not fully vested) and
may make an election under the tran-
sitional rule.

[T.D. 8073, 51 FR 4329, Feb. 4, 1986, as amend-
ed at 51 FR 11303, Apr. 2, 1986]

§1.465-1T Aggregation of certain ac-
tivities (temporary).

(a) General rule. A partner in a part-
nership or an S corporation share-
holder may aggregate and treat as a
single activity—

(1) The holding, production, or dis-
tribution of more than one motion pic-
ture film or video tape by the partner-
ship or S corporation,

(2) The farming (as defined in section
464 (e)) of more than one farm by the
partnership or S corporation,

(3) The exploration for, or exploi-
tation of, oil and gas resources with re-
spect to more than one oil and gas
property by the partnership or S cor-
poration, or

(4) The exploration for, or exploi-
tation of, geothermal deposits (within
the meaning of section 613(e)(3)) with
respect to more than one geothermal
property by the partnership or S cor-
poration.

Thus, for example, if a partnership or S
corporation is engaged in the activity
of exploring for, or exploiting, oil and
gas resources with respect to 10 oil and
gas properties, a partner or S corpora-
tion shareholder may aggregate those
properties and treat the aggregated oil
and gas activities as a single activity.
If that partnership or S corporation
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