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IRS Issues New Framework for Retroactive
QEF Elections Under Revenue Procedure

EXPAT

The IRS released Revenue Procedure

2026-10, providing clarity for passive
foreign investment company (“PFIC”)
shareholders seeking private letter rulings

VIRGINIA BEACH, VA, UNITED STATES,
January 11, 2026 /EINPresswire.com/ --
This week, the IRS released Revenue
Procedure 2026-10, providing long-
awaited clarity for passive foreign
investment company (“PFIC")
shareholders seeking private letter rulings (PLRs) to obtain retroactive qualified electing fund
(“QEF") elections. The guidance introduces a more structured pathway for taxpayers requesting
relief—streamlining aspects of the submission process while tightening certain evidentiary
requirements.

PFICs are common vehicles for U.S. investors with non-U.S. investment funds, pooled offshore
structures, foreign mutual funds, and certain insurance-linked products. QEF elections allow U.S.
shareholders to include their pro-rata share of PFIC income annually, avoiding punitive tax and
interest charges imposed under the PFIC “excess distribution” regime. However, retroactive QEF
relief has historically required individualized PLR requests, often characterized by procedural
uncertainty and substantial documentation burdens.

There are two sets of rules in the Code that can allow for retroactive QEF elections—the
“Protective” regime (81.12953(b)) and the “Non-Protective” regime (81.12953(f))—the latter
requiring IRS consent and a taxpayer’s ability to demonstrate reasonable reliance, lack of
prejudice to the government, and compliance with procedural standards.

Key Highlights of Revenue Procedure 2026-10 Include:

* Streamlined PLR Framework — A standardized submission format for retroactive QEF requests,
including modular exhibits and affidavit structures.

* Substantiation Requirements — Evidence of reasonable cause for failing to make a timely QEF
election, continuous PFIC ownership, and PFIC-level financial data is required.
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* PFIC Information & Cooperation Standard — Clarifies acceptable PFIC financial reporting and
computation data for QEF inclusion calculations.

* Taxpayer Conduct Considerations — Relief may be denied where willful neglect or inconsistent
filing positions are present.

* Informal Pre-Filing Consultations — Permits non-binding discussions with the IRS before
submitting a ruling request.

* Procedural Documentation — Requires detailed sworn statements and financial
reconstructions when PFIC data must be built retroactively.

Implications for Investors and Advisors

Revenue Procedure 2026-10 is expected to benefit taxpayers who lacked PFIC awareness at
acquisition or were unable to obtain PFIC annual information statements in time to file a timely
QEF election. However, the new framework raises evidentiary and documentation standards,
reinforcing the need for substantial support from PFIC entities and tax professionals. PLR
requests remain mandatory for retroactive QEF relief, and user fees and professional costs may
still pose barriers for smaller shareholders.

In commenting on the procedural changes, Mary Beth Lougen, COO of Expat Tax Tools and a
recognized PFIC subject-matter expert, noted that the revised pathway “may help reduce
uncertainty for investors and advisors, but the standard remains rigorous and highly fact-
dependent. Taxpayers seeking relief will need stronger documentation and a clear narrative on
reasonable cause to secure a favorable ruling.”

Next Steps for Taxpayers

U.S. investors with PFIC holdings—and tax professionals advising international
portfolios—should assess whether the revised PLR procedures apply to historical PFIC positions
and whether retroactive relief could mitigate future PFIC taxation. Documentation availability,
PFIC data access, and prior compliance history remain central considerations.

Mary Beth Lougen

Expat Tax Tools

+1 757-500-2448
b.lougen@expattaxtools.com
Visit us on social media:
LinkedIn

X

This press release can be viewed online at: https://www.einpresswire.com/article/882354707

EIN Presswire's priority is source transparency. We do not allow opaque clients, and our editors
try to be careful about weeding out false and misleading content. As a user, if you see something
we have missed, please do bring it to our attention. Your help is welcome. EIN Presswire,
Everyone's Internet News Presswire™, tries to define some of the boundaries that are reasonable
in today's world. Please see our Editorial Guidelines for more information.


https://expattaxtools.com/contact/?context=home
https://expattaxtools.com/
https://www.linkedin.com/company/expat-tax-tools
https://x.com/Expattaxtools
https://www.einpresswire.com/article/882354707
https://www.einpresswire.com/editorial-guidelines

© 1995-2026 Newsmatics Inc. All Right Reserved.



