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FAC 90—7 SEPTEMBER 23, 1991

PART 3—IMPROPER BUSINESS PRACTICES AND PERSONAL CONFLICTS OF INTEREST

3408

{9} Assertions by the employess, former employess,
ar competitors of offerors, that an sgreement o restrain
trade exists.

{d) 1demical bids shall be reported under this section if
the agency has somae reason 1o believe that the bids resulted
from golluasian, i

{e3 For offcrs from forgign contraciors for contracts o
be performed omside the United States, cantracting officers
may refor suspected coltusive offers o the authorities of
the foreign government concerned for appropriate action.

{f) Agency raporss shall be addressed 10 the Atiorney
General, U.S, Department of Justice, Washington, DC
20530, Auestion: Assistunt Agarney General, Antitrugt
Division, and shall include—

{1} A brief staterment describing the suspected prag-
tice and the reason for the suspicion; and

{2) The name, address, and elephone number of an
individual in the agency who can be contacted for fr-
ther information,

(g) Questions concerning this reporting requirement
may be communicated by telephione directly 10 the Office
of the Assistant Attorney Genersl, Antitrast Division,

SUBP&R?IB.MONFI?&GEN!' FEES

3.400 Scope of subpart.

This subpart prescribes policies and procedures that
restrict contingent fee arrangements for saliciting or
obtaining Government coniracis lo those permitied by 10
U.8.C. 2306(h) and 41 U.5.C. 254(a).

3,401 Definitions.

“Bona fide agency,” as used in this subpary, means an
sstablished commwercial or sciling agency, maintained by a
contractor for the purpose of securing business, that neither
exerts nor proposes Lo exers improper influence o solicit or
obtain Covernment contracts nor holds iself oot as being
able 1o obtain any Government cosiract or contrasss
through improper influence, ’

“Bona {ide employee,” as used in this subpart, means a
person, employed by a contractor and subject 10 the contrac-
tor's supervision and controd 88 1o Gme, place, and manner
of performunce, who naither exerts nor proposes 0 oxert
improper influcnce 10 solicit or obtamm Government ¢on-
tracts not holds out g being able to obiain any Government
contract or contracts through improper infivence, :

“Contingent fer,” as used in this subpant, means any
commission, percentage, brokerage, or olher fee that is
contingent upon the sucoess that 4 person or concern has in
securing 8 Government contngt,

“Improper influence,” as used in this subpart, meang any
influence that induces or tends to induce a Government
smployee or officer 1 give considesation of (o act regard-
ing o Government contract on any basis other than the mer-

s of the mater,
!

€

3,402 Statutory requirements.

Conlractory’ amangements 10 pay contingent fees for
sai;cwag or ebtaining Government contracis have long
heen considered contrary 10 public policy besause such
arrangements may lead v attempted or actual exercise of
improper influence. In 1) ULS.C, 23060} and 4] US.C.
254{n), Congress affirmed this pubiic policy but permitind
ceriain nxcc;}:zz}:zs These statugeg-—

() Require in every negotiaied coniract a warranty by
the contractor against contingent fecs;

(b} Permit, as an cxcoption 0 the wamranty, contingent
fee arrangements between contractors and bona fide
emptoyees or boas fide agencios; saad

(¢} Provide that, for breach or wiclation of the warranty
by the contractor, the Government may annul the contract
without liability or deduct from the contract price or con-
sideraiitn, of olherwise vecover, the full smount of the con-
tingent fze.

3403 Applicability.

‘This subpart applics 1o all contracis. Statatory reguire.
ments for negotiated contracts are, fis 8 matter of palicy,
sxtended 1o sealed bid conracis,

3.404 Seilcttution provisien and vontract clause.

{a} Prospective ¢ontractors ane generaily required to dis-
close contingent fes arrangements, othier than those with
fuil-time bona fids employees working solely for the
prospeclive contractor, in order fo permit the Goverament
1o evaluate the arrangements before award,

(b) The contracting officer shall insert the provigion at
52.203.4, Contingent Fee Reproseniation and Agreement,
in soliciiations, except when

{1} The contract amount is nmt.xpezcwd Locxcood the
Hmitation prescribed in 13.000;

(2) The solicitation is for pessonal services & be paid
for on a dims hasis;

(1) The solicitation is for wility services, st rates reg-
ufated by Federal, Siate, or other regolatory bodics,
froms 3 public wiility company that is the sole source;

{4} The award under the sohm.atzaa is o be made in
a foreign country; or

(5) Any other Department of Defenge contrycty, indi-
vidually or by class, have been designated by the
Secretary for exception. Reports of such exceptions
shall be filed prompiy with the Administrator of the
General Services Administration,

{3 The contracting officer shall insent zhe@ clause at
52,2033, Covenant Against Contingent Fees, in all solici-
tations and contracts,

3.405 Review of Contmgent Fre Reprmnta{ian and
Agreement. - N
{8} Prospective contesciors may not u% &ﬁy clmmcd
professional or special celationship (other than that of a fult
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3.406

FEDERAL ACQUISITION REGULATION (FAR)

time bona fide efployee working solely for the prospee-

tive contmcior) as 2 basis for nondisclosure of contingent:

fee amangements. The fact that a fee is for information
docs not exclade it from the definition of contingent fee.

{b} Cominpcting officers shall review cach prospectivg
contractor's offer or quotation and ke the following
acHons

{1} Ensure that the prospective contracior ims com-
plewd both subparagraph (31} and (2} of the solici-
1ation provision at 52.203-4, Contingent ?ce
Representation and Agreemeat,

{2) Consider failure to compleie the representation a
minor informality and afford the praspective contracior
ancther apporienity 1 comply.

(3) I the prospective contractor still does not fnmxsh
the representation, reject the offer or quotation,

(43 If the prospeciive coniracter answored
subparagraphs {g)(1) and (a)}{2) of the representation
negatively, accept the representation, unless there i3 &
Feason 10 question its accuracy, and proceed with the
confractual action.

(5) If the prospective contractor has answered sub-
paragraph (a)(1) or (a)(2) affirmatively, sccure a come.
pleted Standard Form 119, Statement of Contingent or
Other Fees (see 53.301-119), or the statement aytho-

, Tized by the representation and agrecment. .

3.4056 Award befare receipt of the SF 119, ’

Contracting officers may award sealed bid contracts
before receipt of the SF 119 ar the statement, Negotisted
contracts may not be awarded before receipt and evalua.
_tion of the SF 119 or statement, unless specifically
approved by the chief of the mutracnng Q{Iice,

. 3.407 Failure or refusal ¢o fnrmsk the SF 119,

I the prospective contractor Fils oOr refuses o furnish
the SF IIQwﬂwmmm;amwanmang
officer’s request, the chief of the' c:mﬁ'acﬁag office shall
dcimnme whether 1o make funther cﬂ”zms 10 secure the 8F
119 or statement or 10 initiate ap;zmpnm actions under
3 @ - . ®
1408 Evaiuaiien of the SF 115,

3.488-1 Resmsihiiiﬁes.

{a} The conacting officer shall s:vaixzazz ﬁm 3? ii?
and all related information w determing- - ¢ | .

{1} Whether g contingent fee arrangement cmis
between the prospective contracior and 2 person of
company other than a full-time bong fide employes
waorking solely for the prospective contmgtor; and

{23 When-sach s contingent foe arrangement does
exist, whether it meats the staliory exceplion pemmst

3-20 (FACS0-T)

ting contingent fee arrangements with bons fide

gmployees or agencies, - :

{b} The contracting officer’y documeniantion of the eval.
uation, cenc?as;aa and any proposed actions shall be
reviewed at 2 lovel shove the sontracting off‘czx i aegor

dunge wszﬁz agency procedures.

3.408-2 Evaluation criteria,

{a) Improper influgnce. By defindtion (see 1401) 3
bona fide employee or bona fide agency naither exens noy
proposes o exert improper influence 1o solicit or obiain
CGovernment contracts, I the contracting officer ducides
that there is 2 roasongbie basis fo conclude that Improper
influence has been or will be exened or proposed, or that
the employee or agency has beld o 48 being able 10
oblain any Governman! conwract or Contracts through
improger infloence, the empioyee o agency shall not be
considered bona fide,

(b} Bona fide employee. An empioyee may be bora
fide but not work: on a full-time basis solely for the con-
tractor (... small business conceras may need to employ
persons who also represent other concerns). Prospective
CONtYECLors must disclose such artangoments in the repre-
sentation and agreamcnt and submit the SF 119 or the
statement, However, conlmgcnt compeusauon arrange-
ments with bona fide employees, customary in the xade,
are within the stattory exception and are not prohibited.
In determining whether an employes is bona fide, the con-
tacting officer shatlo

(1) Compare the employment arvangement to the
definition of bona fide mploym in 3.401;

(2) Consider the critenis in subparagraphs {c}(1), (2),
and {3) below, as sppropriate; and -

(3) Consider the continuity of emplaymem The
employment must wnwm;ﬂma some continuity and not
be solely for wammg one or more specific
Government Contracts.

{c) Bonra fide agency “The ollowing guidelines sre
intended w help contracting officers detetmine whether an
agxzacyxss‘?xmaﬁtkag&my as defined in 3401 They
describe mrcumstsam mmmi}' cx:sung in scccp{abie
Wg&ﬁcms in which the agfmcy is bona fide, However,
the guidelines are not individually or collectively invio-
table rules. The contracting officer must evaluate cach
arxangement, in s omlity, zncinémg azzmdam {acts and

{1} the iec s%w;;%& zxzz be muzzabie es emrbzmz
when compated o the services performed of 1 cusiomary
fees for similar services related 1o commercial business.

- o - {2) The agercy should bave adeguate kmowiedpe of
the contractor's producss aad business, as well as other
gualifications necessary o scii i.?zc pmdaczs OF SETViCes
on thair merits, “

‘w«%“f




PART 3---IMPROPER BUSINESS PRACTICES AND PERSONAL CONFLICTS OF INTEREST  3.502.1

{3} The contractor and the apency should have & con-
tinuing relationship or, in newly established relation.
ships, should contemplate future continpity.

{4} The agency should be an ssiablished concern that
has existed for 3 considerable period, or be & newly
established going concem lkely to continue in the
future. The business of the agency should be conducied
in the agency name and characierized by the cusmmary
indicia of the conduct of regular business.

%) While an ageney that confings ils selling aclivitics
to Government contracts is not disqualified, the fact tha
an agency represents the commctor in Government and
commercial sales should cecsive favomble consideration,

3409 Misrepresentations or viglations of the Covenand

Against Contingent Fees.

{#) Government personngt who suspect or have svidence
of attempted or actual exercise of improper influgnce, mis-
representation of a'contingent fee arrangement, or other
violation of the Covenant Against Contingent Fees shall
report the mater promptiy 1o the contracting oificer or
appropriste higher authosity in accordance with agency
prixedures. |

{b) When there is specific evidence or other reasonable

basis 10 suspect one or more of the violations in paragraph

() nbove, the chief of the coniracting office shall review
the facts and, if appropriate, take or direct one or more of
the following, or other, actions:

. (1) If before award, reject the bid or proposal.

{2) If after award, enforce the Government's right 0
sl the contract of t recover the fee,

{3) Initiate suspension or debarment action under
Subpant 9.4,

(4) Refer suspecesd frandulent or criminal matiers @
the Depm‘tmem of Justice, as prescnbed if agency regu.
lations. )

31410 Records.

For endorcement purposes, sgencies shall preserve sny
seprescntation and the ariginal §¥ 119 or staeement, togeth.
er with all other pertinent data, including a rocord of
actions wken, Contracting offices shall not rotire or destroy
these records untl i is certain that they are oo fonger noed-
ed for enforcement porposes. If the original record is
maintained in a central fife, a copy must be retained in the
contract file,

SUBPART 3.5--OTHER IMPROPER
BUSINESS PRACTICES

31,381 Buyiog-in, :
3.501-1 Definition,

“Buying-in" means submitting an offer below anticipat-
o CO8ts, expecting (o

(a) Increase the contract amount after award (e.g.,
through uonceessary or excessively priced change orders);
fai3

&) Receive follow-on contracts at artificially high
prices 1o reoover losses incurred on the bay-in contract,

1.561-2 General,

(a) Buying-in may desrease campetition or resalt in poor
contract performance. The contracting officer must izke
appropriate action 10 ensure buying-in Ksses are nol recov-
ered by the contsactor through the pricing of (1) change
orders or (2} Tollow-oa contracts subkect 10 ¢ost analysis,

(b} The Government should minimize de opporumity for
buying-in by seeking # price commitment cowring as moch
of the eatire program Soncerned a8 is practical by asing—

{1} Multivegr contracting, with a requirement i the
solicitation that a pricc be submitted onky for the total
multiyear quantity; or

(2} Priced options for additional quantities that,
together with the firm contract quantity, equal the pro-

gram respirements (soe Subpan 172},

{¢} Other safeguards are available to the contracting
officer 1 prochude rooovery of buying-n fosses {o.g., amor-
1ization of nonrecurring costs {see 1580481 and treat-
ment of unreasonable price quotations {ses 13.803(8)).

3.502 Subcontractor kickbacks.

3.502-1 Defipitions.

“Kickback,” 85 used m this section, means any moncy,
fee, commission, credit, gifi, grataity, thing of valoe, or
compensation of any kind which is provided, directly or
indirectly, to any prime coniracior, prime conlracior
anploves, subcortraciorn, or subconiractor employee for the
purpose of improperly obtaining or rewarding favorable
ueatment in connection with a prime contraet or in coanec-
tion with a subcontrack relating to a prime contract.

“Person,” 83 used in this section, means & corporation,
partnership, busingss gssociation of any kind, wust, joint-
stock company, &y individual

VPrime contract,” & used in this section, mcans g con-
fract o congractunl action entered imo by e United Saies
for the purpose of obluining supplics, materials, equipment,
or services of any kind,

“Prime Contracior,” a3 used in this section, mesns a per-
son who hag entored into a prime contract with the United
States.

“Prime Contractor employes,” & usm in this section,
means any officer, partner, employee, or agent of & prime
contraion

“Sobcontract,” as used in this section, moans a contract
or conraciual action enterad NI by 8 prime ConTRCIor o7
subcontracior for the purpose of obiaining supplics, mated-
als, equipment, or services of any kind ander a prime con-
wraci,

(FAC90-2) 3-2}


http:Buying.in

Y

3.582.2

FEDERAL ACQUISITION REGULATION (FAR)

“Subconirsciar,” 85 used in this section, {8) means apy
person, other than ihe prime contractor, who offers
furnish or furnighes any supplics, materials, eguipment,
or services of any kind under a prime coniract or 3 sub-
contract entered into in conncction with such prime con-
tract; and (b} includes any person who offers to furnish
or furnishes general supplies to the prime contracter gra
higher tier subsontracior,

3.502-2 General,

The Anti-Kickback Act of 1986 (41 USC. 5158 was

passed to deter subcontraciors from making payments and
contractoss from sccepting payments for the purpose of
improperly obtaining or rewarding favorsble treatment in
connection with a prisme conteact or a subcontract reiming
1o a prime coniract, The AGtwe

(a) Prohibits any person from—

{13 Providing, attempting to provide, or o{fmg 0
provide any kickback: ‘

{2} Soliciting, accepting, or attempting 10 acce any
kickback; or

{3 including, dirsotly or indirectly, the amount of
any kickhack #s the contzact price charged by a subcon-
tractor 1 & prinie coptractor or a higher fier subcontrac.
tor or in the contract prive charged by & prime coniractor
10 the United Stases,

(b) Imposes criminal penalties on any person who
knowingly and willfully engages in the prohibited conduct
addressed in paragraph {a) of this subsection.

{c} Provides for the recovery of civil penalties by the
United States from any person who knowingly engages in
such prohibited conduct and from any person whose
employee, subcontrixtor, or subcontractor employee_pro~
vides, accepis, of charges 8 kickback,

{d) Provides thatw.

{1} The contracting officer may offset the amount of
a kickback against monies owed by the United States w
the prime contractor nnder the prime contract {0 which
such kickback relates;

{2) The contracting officer may direct # prime con-
tractor 1 withhiokd frony any sums owed @ & sulxonirac-
tor under & subcantract of the prime contract the amouns
of any kickback which was o may be offsat againgt e
prime contracior under subparagraph {d)(1) of this sub-
soction; e

T {3} An offset under sabparagraph {d¥1} or & direc-
tion under subparagraph (X2} of this subsection is &
claim by the Government for the purposes of the

Contract Disputes Act of 1978,

(e} Authorizes contracting officers 10 order that sums
withheld under subparagraph (dK2) of this subsection be
paid 10 the contrackng agoncy, or if the sum has slready
been offser against the prime contractor, that & be reained
by the prime CoRaCK,

{f} Requires the prime conitacior to notify de contiacs

3-22 (FAC90-2)

ing officer when the withholding under subparagraph (432}
of this subsection has been gccomplished onless the
amount withheld has been paid 1o the Government,

(8) Requires a prime contractor of subconiracior 1o
report in writing to the inspector general of the contracting
agency, the head of the contracting agency if the agency
does not have an inspecior gencral, or the Department of
Justice any possible violation of the Act when (he prime
conwractor or sebcontradior has reasonable grounds to
believe such vinluion may have occurred,

(b} Provides that, for the purpose of ascertaining whother
there has beon 8 vickation of the Act with respect @ any
prime contract, the General Accounting Office and the
inspector general of e contracting agency, of 3 KNpresenta-
tive of such contracting agency designated by the head of the
agency if the sgency does not have an inspector gencral, shall
have access 0 and may inspect e facHities and sudit the
books and recoeds, including any electronic data or records,
of any prime contractor or subcontractor under a prime con-
wract awarded by such agancy,

{1} Requires each contacting agency io include in exch
prime coniract & requirement that the pﬁm CORIracior
shall—

(1} Have in place and follow mmabie procedures
designed to prevent and detect violations of the Act in its
own operations and direct business relationships (¢.g.
company ¢thics rules prohibiting kickbacks by employ.
ces, agenis, or suhcontractors; education programs for
new cnployees and saboontractors, explaining policies
about kickbacks, relared company procsduzes and the
consequences of detection, procedures requiring subcon-
tractors 10 certify they have not paid kickbacks; procare
ment procedures (o minimize the opportnity for kick-
backs; audit procecures dosigned to detect Kickbacks;
periodic sarveys of subcontractors ¢o elicit information
sbout kickbacks; procedures to report kickbacks 1o law
enforcement officials; annual declarations by employees
of gifts or gratuities received from subcontractons; annual
employee declarations that they have violaled no compa-
ny ethics rules, personnel practices that documess unethi.
cal or illegal behavior and nke soch information avail.
able to prospective employers); and

{2} Cooperaie fully with any Federal sgency invest-
galing & possible violation of the Act.

+

3.502-3 Contract cinuse.
The conuacting officer shall insen the clause at 52,203.7,
Anti-Kickback Procedures, in all solicitations and contmets,

1.303 Unreasonable restrictions on subcontractor sales,

3.563-1 Policy.
1 US.C 2402 and 41 US.C. 2353z require that subcone
traciors not be unreasonably preciuded from making direct
. sales 1o the Government of any supplies or services made
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Ch. 4 PROCUREMENT PROCEDURES

¥

41 §254

. the subcontractor under the contract {or any follow.on produc.
tion contract)y, or
(2) otherwise act to restrict unreasonably the ability of a
subcontractor 1o make sales to the United States described in
clause {1).
b} Righta undier law
This section does not prohibit a contractor from asserting rights it
otherwise has under law,
{June 30, 1949, ¢, 288, Title 111, § 303G, formerly § 303H, 25 added Ot 30,

1084, Publ. 9R.577, Title 11, § 206{(a), 98 Stat. 3073, and renumbered
§ 303G, Nov. 8, 1985, Pub.l. 99145, Tale X1, § 1304(c}4}A). 92 StaL

ELr

HISTORICAL, AND STATUTORY NOTES

Revision Notes and Legialstive Reports  Elfnctive Dates
1984 Act. Senate Report No. 58-523, 1984 Avt. Section 206k} of PublL.

soe [984 US.Code Cong. and Adm.News,  98-577 provided thay: “The amendment
. 5347, made by suhsection {a) [enpeting this

1988 Act. House Keport No, 99-81  section} shall apply with respect ta solic.
amf Houmse Conference v No, itations made more than 180 days after
§99.23%, see 1985 US.Cuode Cong. and  the date of enactment of this At [Oct,

Adm.News, p. 472, 30, 19R4YL”

WESTLAW ELECTRONIC RESEARCH
Ses ?&*E'Q‘I‘I.&W guide following the Explanstion pages of this volums.

8 254 Contract requirements

(2} Contracts awarded using procedures other than sealad-bld proceduras

Except as provided in subscction (b) of this section, contracts
awarded after using procedures other than sealed-bid procedures
may be of any type which in the opinion of the agency head will
promoie the best interests of the Government. Every contract
awarded after using procedures other than sealed-bid procedures
shall contain a suitable warranty, as determined by the agency
head, by the contractor that no person or selling agency has been
employed or retained to solicit or secure such contract upon an
agreement or understanding for a commission, percentage, broker-
age, or contingent fee, excepting bona fide employees or bona fide
established commercial or selling agencics maintained by the con-
tractor for the purpose of securing business, for the breach or
violation of which warranty the Gevernment shalf have the right to
annul such contract without Hability or in its discretion to daduct

" from the contract price or consideration the full amount of such
- cominission, percentage, brokerage, or contingent fee,

4t USCA B + 39 Endetd a6

b
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FINAL REGULATIONS ISSUED ON
LOBBYING BY PUBLIC CHARITIES AND
PRIVATE FOUNDATIONS,

1.5, 8308
(Section 501 ~ Tax Exempt Organizations)

LOBBYING BY PUBLIC CHARITIES. LOBBYING BY
PRIVATE FOUNDATIONS

CCEE-154.78
Aed FPWaish8keliv/PGAccenurs
{Final draft of Jone 29, 1990Q)

DEPARTMENT OF THE TREASURY
imrrm! Revenye Servige _
26 CFR Pars 1.7, 20, 25, 53, 36 and 602

RIN 1245.A802
{Treasury Decision 3308
AGENCY: Iniemal Revenue Service, Treasury
ACTION: Finai regulations

SUMMARY: This decument coniains final cegulations
abou? obbying expernditures Dy certain iax-exempt pubhie
charities and By privare foundations. Changes 10 the tax
laws goveming lobbying by public chanitics were made by
the Tax Reform Act of 1976 (the "Act”}), These regulations
will provide arganizations the guidance seeded to comply
with the Act, and will affect public charitizs elecung the
experchitare test under section S01{h) of the intemal
Revenue Code of 1986 {"slecung public charitieg™, These
regulations wiil also provide organizations with Clearer
guidance neaded 10 comply with the requirements of
section 4945 {reigting 1o lobbying expenditures by privae
foundntions). Finally, in light of the unique charisble and .
educational purposes shared by all organizacions described
in segddon 501{cH(3}, as well as the similarity of the
stalutory schemes goveming lobbying by privais
foundaticns anx by electing public charities, the
pegulations ensare that the rules regarding lobbying by
privite foundations &re consisiers with the nales reganding
tobbying by electing public charities. However, these
reguiations do not apply 1 lobbying by ineligible or
noneiecting public charities, which continue to be covered
E?f the “subszancixl pan” t2gt regarding lobbying serivities.
Nor does ary portion of these regulst apply 16 section
16l¢e}, which allpws & business sxpense deduction for
senain lobbying expenses but disallows any deduction for
serain others.

DATES: The regulations sre effective for 1axable vears
beginning after Augyst 31, 1990,

FOR FURTHER INPORMATION CONTACT: Jerone
P. Walsh Skelly, 202- 5335-3818 {mx 3 soli-free cali).

SUPPLEMENTARY INFORMATION:

(4830-01)

PAPERWORK REDUCTION ACT

The collecrions of information contined in this fingl
regulation have besn reviewed and approved by the Office
of Maragement and Budget in soordance with the
requirements of the Paperwork Reduction Act (44 U.S.C.
3504(h 1 under conmol sumber 1345-0052, The sstimated
annual Burden oer respondent varies from 174 hour 1 10

Highlights & Dortments, Angost 31, 1990
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374 hours, depending on individual ircumstances, with an
estimaied aversge of 2 1/2 hours. The estimared sverage
annual burden per recordkenper is 4 hours,

 These estitmates gre an apPIOXIMAGn of the average
ime axpected o be necessary for the collecuon of
information. They are based on such informasion as is
available o the Internal Ravenue Service. Individual
tespondentsirscordkespers may require greater or less
sine, depending on thar panticuisr Ciroumstances,
Comments conceming the sccuticy of these bumien
astimates and suggestions for reducing the burden shouid
be dimscied o the {nfernal Revenue Service, Amn RS
Reparss Clearsnce Qfficer T:FP. Wishington, D.C. 30224,
and 1o the Office of Managemem st Pudget, Ans: Desk
officer for the 1 of the Treasury, (ffice of
i'g?g";""m sod Regulatory Affairs, Washington, D.C.

OUTLINE OF IMPORTANT PORTIONS OF THIS
TREASURY DECISION:

{ PREAMBLE
A. Prior Law

E. Summary of Expenditure Test
<. Background on Procedarnst Hisory
D, Suminary of Comments ou the Three NPRMS and
Explanstion of Provisions ins Fing! Requlations
{including 20 separste mems and 3 Question and
Ansdeer OVerview}
L AMENDMENTS TO THE REGULATIONS
A, Deduction for charisable gifts to orgaizations tha
jobby {Sections 170, 2038, 2530
B, Effect of ng on qualification as a tax-exemp
organization {Sectons 301(c) and 504}
C. Agplication of " insre te3t” limits w lobbying
by ciecting public charities (Secton S0i(hy
D. Exeise tx on foundarions’ jobbying
expenditures (Section 4945)
E Excise tax on electing publ;:dgmm excess
jobbying expenditures, inc g imporarg
definitions (Section 441 1)

PRIOR LAW

An ization will lose ity tax exempt suatus under
seetion 301{c)3} if & schetarnial pere of Ry activities 8
fobbying. This is koown s the “substantial part test”
Before the Tax Reform Act of 1978, there was uncertainty
sbout what constituted a “subsuntial pant” of an
srgapization’s activities, Coogress was sware doth of the
severity of Joiz of mx ot a8 % ssnction and of the
belied thet the vegor senderds of the substandal part et
tendtst 0 create uncestsingy and allow subjective and

. wslecsive enforoement. {Subseguent o the Tax Reform Act

of 1976, in e Ommibus Reconcilistion Act of
1987, Congress enacted section 4512, That section imposes
an excise mx on the lobbving expenditures of public
charities, other Than churches and censain charch affiliand
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CrgAnizations, whose (3% EXempl s iy mvoked for
vielgting due “substanial part st )

EXPENDITURE TEST

Becsuse of ity concerss about the "substantial part test,”
Congress snacted, i 1978, an alrermative © the substantal
pars 1est. Usder sections 301! and 4911, which veere
added by section 1307 of the Tax Reform Act of 1578,
cenain publicly supporeed wection 201{cXK3} organizations
may clect to spend 9p 10 & certain (declining) percentage of
their  exempt  purpbse  expengdinires” v influence
legisiation withaut incurring iax or losing qualificasion for
Tuxeexempt siatus, Thus., if an ehgible organizasion elecs
the "expenditure test” of sections $O1Tk) and 491 ), specific
statutory  dollar dimis on the organization’s lobbving
axpendityres apply, Under the expenditare test, there are
jimits both upen the amount of e organization’s grass
roes lobbying expenditures and upon the total amount of
the organization's direet and grass roots  lobbying
expenditures. n contrasx 1o the substantial part test. the
expenditure test imposes ne timit on lobbying activities
that do  not  require  expenditures, such as  canain
unreimbursed fobbying sctivities conducted by bona fide
volunteers, b general, if sidier or both of the expenditure
st fhmikls gre axceeded, section 4911 impeses 3 15 percent
EXCESE 13x upen the grearer of: (1) the amount &y which the
OTEATIZALION'S grass roots iobbying expendisures excesd its
F8x roots lobbying himit, or {2} the amount by which an

grganization’s towat direst and grass 006 obbying

expersdttures exvoed s wial lobhying it Additionaliy,
if an orgamizaton’s grass mols expemiiures or touml
iabbving expergiiures normaily excesd 130 pervent of the
applicable Hmdusion on i3 lobbying expenditures. the
orgasization will cease 1w be desoribed in section
3o and, therefore, will no longer be exempt from
income 1ax or be ehigible o osive tax dedukiibie
charitable conmributions,

For more information about the sxpenditure text and
reiated issues, see item 20, Simplified Summaries, near the
end of this Presuble, That dem provides sn easy 0
undersiand overview, in Cuestion and Answer formar, of
the laws goveming Cenain  xesarengd  orgsnizations’
lebbying and political activitiss snd expenditures.

BACKGROUND

On November 25, 1980, the Federal Regisier published
propased amendments (ot Income Tax Regulations (26
CFR Part 1) under secrions 162, 6001, and 6033 of the
Internal Revenus Code of 1934 (relating to griss oo
lobbying expenditures by bisiness }and to the
repulations on Foundation snd Similar Excise Taxes (26
CER Pan 13) under section 4945 of the tnternal Revenue
Code of 1934 (relating w lobbying ex jtures by privaie
foundations) (45 FR TB16T) ("the 1980 NPRM™),

Oa Navember 3, 1986, the Fodersl Regimer published
me’m fncome Tax Regulations {26
Parr 1), T Income Tex Regulations under
the Tax Retorm Act of 1976 (26 CFR Pan 7), Estare Tax
Regulations (28 CFR Pan 200, Gift Tax Regulations (26
CFR Part 25, sna Fousdation snd Simiigr Excite Tuxes
(26 CER Pant 33}, and aiso regulations on Public
Charity Excise Taxes (36 Pare 36}, under sections
P70, 301ex L S0licxd). S01hy 304, 2088, 2822, 4911,
4945, 6001, H01E, aned H033 of the Internal Revenue Code
of 1954 (31 FR 402111 ("the 1956 NPRM™),

On December 23, 1588, the Federal pabiished
svendmens 1o the Income Tax lations {26
Part 1) Foundstion snd Similar Excise Taxes (26

vl

CFR Perr 33}, and tiso reguisions ;
me:};},ﬁmim Taxes (38 CFR Pant 38 (‘3&%%

The 2%8%%%%::::6!% 1980
NPRM that proposed smendments 1o the regulations under
section 4943 of e Intemal Revenuse Code {relsting to
iobbying expendinires by private foundations). The 1988
NPRM siso substantially revised ceruin pares of ihe 1986
NPRM relanng 10 reguistions on Public Chariry
Excise Taxes (26 Fart 56} under section. 491) of the
internal Revenue Code. The 1988 NPRM aiso revised
portions of e 1986 NPRM that proposed amendments
the regularions under sectians 5Q1(h) and 4945,

The 1988 NPRM contained major modifications af the
1986 NPRM definiions, including the definition of grass
roots lobbying. Under the changes made in the 1988
NFRM., far fewer communications by public charities that
elect the cxpenditure teat will be considered lobbying than
would have béen the case under the 1986 NPRM. The
1988 NPRM also modified ihe definitions comained in the
regulations under section 4943 (melating w jobbying by
privaie foundations) w make them consisient with the
definitions for publie charities thar slect the expendinre
test.

PUBLIC COMMENTS ON THE THREE NOTICES
OF PROPOSED RULEMAKING

More than 0000 wrinen commwuis wers received
concerning the 1386 NPRM. Numwrois writter commens
were alse mosived comceming the 1980 NPRM. a
a2dditica, oo May t1 mwd 12, 1987, e Internal Revemse
Service {"Service™) held public bearingy concsrming the
1986 NPRM.

The sumersuy pablic comments and e two days of
public hesrings were heipful in formuoluming the 1988
NPRM. In sddition, ihie revisioms 1o the contrgversial
sections of the 1584 M ware discussed ar length with
the Commissionrr's Exempt izations  Advisary
Group (comprised of legsl and other representatives of
exempt orgEndzstions as well as scademics) & pudlic
r:;e:;inp heid on Seprember 17, 1987, and February 26,
1988,

The 1988 NPRM resyhied from s careful balancing of

expondinarey by secton SOV(EL) organszations with tne
itures [ prations with t

ex desire of the affecsed  organizations and
incivicduals s involwe  themselves n  the publti:

licymaking process 3 (he groatest extent consistent wi
mmmm.mm 1988 NPRM made
extensive changes 1o the 1930 NPRM and the 1986 NPRM
in an effort 1o schieve iz ditficull balance. For zxample,
the 1988 NPRM contains » defimtion of grass roots
iobbying that i3 Jess inclysive than is pemmninad by the
broad sirutory language defining grass roos lobbying.

The 1988 NPRM resulied in fower than 100 written
comments from the public (& 2pposed 10 the more than
10,000 written public cornents resulting from e 1986
NPRM). The 1988 NPRM wes discussed with e
Commissioner's Exengs Organizations Advisory Group &t
& pudblic meeung held on January 10, 19890 A formal
public ing oo the 1988 NPRM, with six speskers. was
beid on Apel 3, 1989,

aE &

Highlighax & Docoments, August 31, 1990
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SUMMARY OF COMMENTS RECEIVED ON THE,
1988 NOTICE OF FPROPOSED RULEMAKING AMND
EXPLANATION OF PROVISIONS

1. THE GENERAL DEFINITION OF "GRASS ROOTS
LOBBYING”

The most significant revision of the 1586 NPRM in the
1988 NPRM was in the general definition of grass roots
lobbying, The 1988 NPRM provides that, with limited
expeprions, 4 communication is grass roots lebbying anly
tf it

1) refers to specific legislation;
“hreflects a vimw on sueh ggisiation; AND

33 encourages the recipient of the communication to
iake JCUOn wilh 78spect 1o such legislation.

Masr of e comments gensrally praised this revision,
aithough. as described in more gerl belaw, the comments
ziso requested addinonal changes in and cxplanations of
e tems specific lagisiation.” “rofers w0 “refiecns a
view ' and TEncourmges .. . atTion.” :

Even though this general definition s very lenient and
will permit many clear advocacy communications 1o be
weated a3 NONiobbying, the final regulations retain the
geneeal definition in subltantiaily enchanged form. This is
part of the Service's attempt 10 mainiain & careful balance
Petween the stllinory Hmis on electing public chariuss
iobbying sapenditures and the desire of 1hose organizations
10 invoive themseives in the pablic policymaking process
5 the grepest extont consisient with those statutory limits,

2 DEFINITION OF "SPECIFIC LEGISLATION®

The 1988 NPRM provides that a communication’is
generally not considered lobbying unless it refers 1o
specific legislation and reflects a view on that legisiation.
The term “specific legislation” is defined as including both
legislation that has already besn introduced and a specific
legislative proposal thas the organization either suppors or
oppones, Several examples in the 1988 NFRM further
ilustrate the meaning of the wem “specific legishation™ in
particular faet siwuations.

A number of comments considered the tarm "specific
legisigtion”™ w be vague, Also, seversl comments obiected
o the mwmoval of Certuin lsaguage Hom the private
foundation reguistions. That ianguage provided tha
inbbying includes sttempts 1o influerce legisiation "0 be
submined immimantly 107 4 legisimive body,

Delesion of the erm “imminently™ is justified becsuse
the oo implies thet & ompoesl standard determines
whether or not an unintroduced jegisinive proposal i
“specific legisiation™ thar can be influenced. Given the
azure of the legialetive process. ¥ tomporsl standard s
inappropnats and underincluxive, For exmnpie, numerogs
specific legisiative are subject w0 extensive
senitiny, debate and comtuversy lang befure they are
formally introduced x5 » bill. Morenver, effective iobbying
couid prevent & bill from ever being introduced. Therefore,
the final meguistions do not reintoduce the "o be

submitied imminendy” ssndard into the definition of

"specific legisiation”,
- It respomse €0 the cormments reganding the vagueness of

the definition of "specific legistation.” the final regulations
include additional - examples. Like seversl examples

atready in the 1988 NPRM, these mew examples further -~

illustraze the scope of the cern “specific legisiation™.

Highiights & Documents, August 31, 1990

J. DEFINITION OF “LEGISLATION™ .

One copnment expressed concern about ihe Kope 0
sasusory and definition of “legislation ™ U;z
M the sarte wnd the proposed regulations, the term
_chwggnm inGindes “Asts, bills. resolutions, pr Sitriar
items.” The final reguiations do not further expand on this
language, excem to include examples showing that the
Senare’s confirmation vote on Execurive branch nominess
is & vote on “legislation,” This position is consistent with 3
published Service position, Nouce 88-76, 1988-2 C.B. 392,

4. gg&rgmo;v OF "REFERS TO" AND "REFLECTS A

Under the 1988 NPEM. a communication is generally
oot a2 lohbying communication unless it refers 0 specific
legislation and reflects a view on thar specific fegistarion,
A few commenis requested more detail in defining the
terms Ceefers w0 and Crefigels 2 view.” The final
ceguiations do not further define  these terms, However, 2
sumber of the exampies contained in the final ceguiations
itlustenne bosh e,

S, DEFINITION OF "ENCOURAGES RECIPIENT TO
TAKE ACTION"

Under the (988 NPRM. a communication is genenally
B0t & grass roois lobbying comununication unless (n
addition © referring 1 specific legislation and reflecting 3
view on that leg ) i encoureges mcipienis 10 take
action with respect io the specific legistation. The 1988
NPRM states thar a communicaiion encourages 3 recipent
fo take aCtion when it i} stses that the recipient shouid
conuct legislaroes: 2) sares 3 legislator's addeess, phone
number, s 33 provides & petiton. rearoff postcard or
similar marerial for the recipient 1o snd 10 2 legisiator, or
4) smaﬁcallﬂ‘idcmiﬁes ane or more legislaors who will
vote on legisiation as: opposing the communication's view
on the legisiarion, being undecided about the legisiation,
being the recipient's represerative in the legislature, or
being » member of the legisisdes commines thar will
consider the legishation. Further, 8 communication with the

fmwnfcmomcmtmukzmionisgm r00Es
loblbyying only if, o siiition 1o referring 1o anxd reflecting a
view on specific legislation, it is o partissn communication

that can ma meet the "Rl and fair exposivon” 51 as
DORPATtisan snalysis, stuly of resesls,
mmwmgffmhqmo{
OGRS 0 & recipient 15wkt aton wis 00
indirect and overixiusive. One comment sontended hat
there should be a de minimis exception that would examine
The final regulations 40 o substantisily modify the
1988 NFRM deflnition of “encouraging recipients o take
sction” Under the stardmrd conmised in the  final
reguistions, clear sdvocacy of spevific legislation it not
gmss roors lobbying a1 all unlems i coming an
encoursgement  to wction.  Furdwr, i an  advocacy
COTRITURICELION mmmxly the fourth rtype of
SICOUAZEMENS (0 SCGON. the COMMUNICKIIGN i3 NOt grass
roots loblrying unlexs it is partisan, The Service believes
this usandard, boiding that cernsin communications tha
clearly advocam or oppose specific Jegisiation are nof grass
roots Joblyying, i very lemient, Therefore. the Service
belicves that sny funther changes would only serve to
deplete a stmnitrd that already allows numerous clear
advocacy communications to be oested as NOMiobbying.

w
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8 SUBSEQUENT USE GF NONLGEBBYING
MATERIAL

The 1988 NPRM provides that expenses incurred for
aonlobbying materials or communcations may. in cerain
gircumstances, be chamacterized 33 lobbying expendimures
where those masericls of comnmuracations are subsequenty
used in a lobbying efforr. Under the 1988 NPRM, this
wecurs only if the primary purpose of the orgunization in
preparing the matensls or communication was for use in
labbying. If the later lobbying use is by an organizanen
that is not celared 10 the organization that prepared the
material, the srganization pregaring the materials will be
charged with Iobbying expendiiures only if thers 15 clear
angd canvinging evidence of 4 kobbying purpose on e part
of the greparing orgamization.

The 1988 MNPRM provides & “safe harbor’ fof
argarizationy concermed about the ryls. The “safe harbor”
provides that if e marenais or comymoaications are
substantially distributed in 3 nonlebbying form prior 0, or
comemiporansously  with, the lobbying use. the
arganization pregaring 1he msatrials is not charged with a
lobbying sxpenditure for the preparation of the materals or
commmumcations, regandless of later lobbving use of the
maenals by the preparing organization of any oiher
arganization,

Severni comments szated thar the clear ang coavincing
standerd for lobbying use by an uorsiated Srganization
should require conscious cooperstion or collusion berween
the two organizations involved, Oier commens obiscred
thay the subsequent use rule applies for an indefinie dme
perod  after mpterisis are prepared. Some comments
requested a safe harbor for mw, unpubiished research dais,

Finally, seversl commenms requested clarification of

whether., for purposes of the safe hmbor, the erm
“substantial distribution” is wested against the pormai
parterri of distribution of the preparing organizeion tself
ot of simiiar organizations. -

In drafing the subsequent use rules in the [988 NPRM,
the Service anempeed 10 meet 1wo prineiss] goals. The firg
goul was 1o limit potentisl abuses, such as where a charity
~reaies 4 "nonioblrying” document advocating or opposing
specific legislation, mess the preparaiion costs as
nondobbying, and - then  immediamly  adds  an
encoursgement for ihe redipieny to take action. The
Service's second goal was 1o limit the arci-sbuse rules in
grder o avoid weming as lobbying any resexrch and
preparation costs that were not imended © assis in
ivhbying effor,

The Goal regulations restructure the subsequent use rule
i make it egsier v uncerstand and apply. The final
reguistions clarify the scope of the clesr and convincing
evimmwmmmrwmmmmu
met there muxt be of cooperstion or collusion
between two unrehmed izstiony, The final mguiations
also cianfy tha dw ° harboe™ distribution 5 tested
against the normal pastern of distribugion by that s
similar o
tiree fimsit on the applicasion of rhe subsequent use'rule; if
remlobbying w&m&u ing campaign, the
subseguent uss jes o ex| i paud less
than six monihs bdefore the first use of the noniobbying
material in the lobbying campaign.

7. NONPARTISAN AMALYSIS, STUDY OR RESEARCH

Under the statute sndd. the 1988 NPRM, noapamisen
anuiysis. study or research iy noc lobbying. The (983
NPRM clarifies (both for private foundations and electing
public charitiss) that & commaunication that reflects a view

2424

Furthwer, the final regularions set a2 -

on specific tegnm is not m’ SEan i5, Susy or
resesrch if it DIRECTLY encoursges mﬁ?‘%& o u:;
Action with respect 1o legishiion. The (988 NPRM
provides that e iemm “directly encourtges” includes 1he
first three of the four methods of encoureging recipients 1o
take action. (Those four mwhexis are ser foreh in the
gorersl grass roots lobbying definition and sre ®so listed
in_item 3 of this Preamble). Therefore, under te 1938
NPRM, 2 communication can be conpartisan analfysis,
study or research even if it reBects & view on specific
tegistarion and includes the fourth method of encouraging
2 recipiens 10 actiun. so long A% it docs not include any of
the first three methods of encouragemeny.

Several comments contended that sven when 2
commugnicstion IRECTLY encoursges mxipients o take
serion. the communication may be nonparugkn analysis,
sty or researeh if the direct encourigement is incidental
1 the nonpartisan sature of the document.

The fioal reguistions 4o vt mdify the 1988 NPRM on
this point, The Service believes that sny fusthor loosening
of tre siandard is not approprisie because this ruie does not
cvent come into considerstion uniess the communcauon
refers (o end reflects & view on specific logisiaton,

8. REBUTTABLE PRESUMPTION FOR MASS MEDIA
COMMUNICATIONS TWO WEEKS BEFORE 4
LEGISLATIVE VOTE ON HIGHLY PUBLICIZED
LEGISLATION -

The 1988 NPRM provides s speciad mule for a limied
nutrber of communications in the mass media. The mass
media rule in the 1988 NPRM ix a rebunable presumption
that & mass media CONINURICALION is grass roots lodbyng if
i 1} is made within two wenks before & wvoe By 2
legislative body, or commimtes thereof, oa  highly
publicized legisiation: 2) reflects s view on ithe gonersl
subject of that legisistion: and 33 zider refers © the
legisistion or encoursges the public fo commumicate with
legisistors on the penerst subject of the legisistion. The
presumption is rebutted either by showing tha the chancy
regularly makes similr mass medis communications
without regard i the uming of legislaton or tha the
communicaion’s Hming was umreisted 0 the upcoming
vole.

The mass mecis rule in the 1988 NPEM was intercied
w deat with sitiations where 3 clear ffarg:
recipient 0 ke ton i3 not necsssary i order for
somenonicetion (o influence dw pobdic @ contact
legisistors. The Scrvice betioves thas such a sitaation exists
where & comgnynication conmins the sbove-described
elernerts and is rode in the wexs media within two weeks
before » legisiative vore on highly poblicized legisiation. In
theso situsdons, tw Servico believes mxipienx =t
sufficiently sware of te legislation 6 not reguire &

specific encouragement o action. ©
Numerous comunenss  were  received . sbout  this
rebuttatie 3 for cermin mms media

-
. week rale. They claimed thar organizations could never be
. sare when s comminicanion woxsld come under the ruis

since the timing of legislative votes is sever cenain,
The final jons do not modify te two wesk rule.
The Servics notes that this sule can also favor charitics. For

_exsmple, f & vots 5 delayed or cancelled, tiwe

compmunication would not foll within the rule aven if the
organization tiat there would be & vote
within two weeks of its mass media communication. This
is cleary illusowied by new exwnpies in the final
reguintions, :
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In considerzng charities’ concems abour the fwg week
maie, the Sepvice comidermd whemier he mass media

umption shoaid apply whengver the é;%’sh:i«m i3
ighly sublicized during the two weeks BEFORE THE
Af)v TISEMENT 15 PLACED, Under such a rule, a
charity would know st the tme it places un advenisement
whetiter oz not the ITIASS MEAis presumption applies.

The Service rejocoed this idea begause such a rufe would
be sven stricter than the [988 NPRM. Because a given bill
may be highly publicized for extendsd periods even i the
abstnce of any legisiative votes, such a rule could mean
trar alf miass media communicaions on the general subject
of that pill would be grosumed grass rovss lobbying (if the
communicanon either mentioas the bl or urges contagr
with legisiaors),

The Service believes that the 1wo week zule as proposed
in the 1988 NPRM sinkes a reasonabie batance. Il focuses
anty on the time senod when abuses are most likely o
wceur: when a legisiative vote occurs shomrdy afier the
communIcAion,

Several comments objecied that the nile could nclude
Aews repofTs in ihe mass media about An arganizmion’s
tabbying, ' In response (o these oomments, the final
eegulations limit the rule 1o paid agdvemtisements in the
mass media as well ax a0 very lmiued number of
cormmInICAtions made by a charity in its own large scale
mass media publication or kroadcas:,

A few commenis noted criucally that the 1988 NPRM
does not 2pply the mass media presumption o large-scale
dirsct maiiings. Some comments said that this is vnfair w
chanities that do not have large making lisis. Other
comEments Srikicized this a8 3 loophoie for charities tha do
have large mailing liss. The ol reguistions do not apply
the prasumption. 1o largsescale diress madlings, If
significant abuses develon invoiving these direct mailings,
the Servicz will consider sroposing changes e the fing)
regulations,

Severn) comments raquesied additional specificity on
the masning of the terms "highly publicized”™ and “general
subject of the legisiation.” The scope of the former term is
narrpwed somewhat by the fisal regulations, and the 1988
NFRM'’s exsmples iflusirating that term are retsined. The
final mygulations do not significanty define the fanter term
beyond the 988 NPRM's examples illustrating the wev.
The final reguiations do not & suggoestion thar the
miass media presumpticn atises only where the mass mexdia
communicauon in question reférs 1o specific legislation.
Nor do the final reguistions adopt a suggestion that the
legisiative vore, rather than the legislation, mast be highly
publicizad in order for dwe mass medis presumption o
appiy, bur the final regulations do 4 suggestion that
subcommitiee vores et be considered legislarive votes for
purposes of the muss medis rule. Fisally, in response ©
commenis, changés were made in various exampies
ilusirating the mass mexdia rule. i

The final regulstions iargely retain the 1988 NPRM's
mebucadie  presumwion’ without  substeniisi  changes,
although varrous octmical revisions have been magde,
Service beiieves that this rebuttsble, sad narrowly crafiedl.
presumption provides an imortant dright line st for o
very limmuted munber of high profile commumications for
very limiied period of Hme. Any [inther narrowing of this
rule couid sssentinily slirninge the presumption.

9. REFERENDA AND BALLOT INITIATIVES

The 1988 NPRM includes sovernl examnples illustesting
that an agemgs 1o influense de oatcome of & voter
refarendum or vosey irdtiatve is grass roots lobbying.

Highiights & Documents, Augast 31, 1990

Many comments argued it expenditures o influen
referenda aad dallor i';?ﬁaim should be mi&eﬁe}d dire:;
lobbying expenditires ruher than graas roocs iobbying
expenditures. Under the reguistions, 1 communication i3
girect lobbying if and only if it is & communication with Y
iegistator (or with certsin other government officinis thay
both refers (0 and mefiscts 3 view on specifie iegislation.
The comments contercied hat the voting public acts as the
legislature with respeet to 3 referendum or bajlot initiative,
Several comments also noted that, read lienily, the 1988
NPRM's four caegonies of encouraging recipients w0 ke
aotion do nok spply v atempes o influence referends ang
baller initiatives,

The final regulstions provide that sxpeaditures ‘or
aitempts o influence referenda and balio! initistives are
considared direct lobbying oxpenditures. However, these
final reguistions do nor modify the definition of direct
lobibying {which requires st @ communication with
legislators refer 0 and reflect & view on  ¢ecific
izgislation), Therefore, communications an referends and
ballot initistives will be considered divect lobbying if they
sefer to and reflect & view on specific legisiation, withow
the requirement (found in thwe definiion of grass roots
lobbying) for an encouragernent 1o action

There is no requiremens for & encoumgement o action
in the definition of direct lobbying because direct iobbying
cormmunications wmre directed o logisistons themsetves,
whereaa grass roois” lobbying comumunications ane not
directed At legisistors and, 10 be most effective at
infleencing legislurion, mum generally eacoursge iheir
recipients 0 comact legisisors, Where the generst pablic
i the legisiature, a communicasion directed 10 any member
af the general public (s directed 10 a Jegisisror,
Accordingly. in such & situstion, & commuyniczuon st
refers 10 and refioent a view on specific legislation is
designed 10 influsnke that recipiestflegislator's  vouw,
without regad 1o whether it sncourages the
recipientAegisiator 1o contact others,

The final regulations aiso provide rules on when a
referendum or ballok initiative is coasidersd “specific
fegisiation.”

10. ALLOCATION RULES

The 1988 NPRM bas rwo different aliocstion rules for
corprsicutions that bave both s lobbying sad » boax fide
noniobdying purpose. One aliocaion ryle simply requires a
"reasonable ailocation.” Thar rule applies 1 an eiecting
poblic charity's communications wid: is bons fide
rrsrhers.

The second aliocation rule in the 1588 NPRM ik for
noamemberhip SOTANUNICALION, Where x
nonmermbership lobbying sonynanication aiso has 1 bona
fide noniobbying purpese, :ix: 1988 NPRM provides that
an organization must include as jobbying expenditares all
costs antributabic 10 thowe pams of e communicarion that
are on the same pecific subject as the lobbying message.
In genernl, the 1983 providés it part of

cormmunication is on the "sume specific subject” if it

%% e digcusses an activity or specific issue tha
would be directly affectst by the proposed

message. Morcover,  discussion  of-  ihe
background or consequences of the . proposed
legisiation, arﬁmmm;m?fﬁummgk. or
consequences of an activity or specitfic issue
sffected by the legistation, is siso
sonsideres to be on the seme specific sublect

A28


http:Accordin.iy
http:p\lbliciz.ed

Many comments wurged (et the of the werm “same
specific wkgect” be axrrowed and slso be further defined
Seme comymens urged that 1he “same specific subject” ruje
be repiacod with & “ressonsbie allocation” rule for aif
lobbying communications that elso have 2 boma fide
nonlobbying purpose,

The final regulations do not modify the “same specific
subject” pyle, but they do add an exampie funther
Hlustrating the scope of the nde, The Service believes this
ailocation e 15 necessary in iight of the lenient definition
of grass roots lobbving, A weakening of the allocation rule,
in combination with the final regulations’ lepient definition
of grags roors lobbying. could virually eliminate the
saamtary limistion on an electing public charity's lobbying
expenditures.

11, TRANSFERS TG NONCHARITIES THAT LOBBY

The 1988 NPRM provides that wansfers by an clectng
public charty to a ooncharity that lobbies will, in cenain
circumstances, be & grass roots or doect lobbying
sepesciituee by the siecting public charity even if the
ransfer it not earmarked for lobbying. However. 2 trunsfer
16 3 nonchanty is e tremed ax & fobbying sxpenditure if
the wansfer is & conprolled gram (he chaniy limits the
ransfer w0 a nuniobbying specific projert of the nonchanity
FIWE SIS POCOIGS O IRE grants use).

Most comments expressed concem about the scope of
the term “mmansfer.” That term was not defined o 1he 1988
NPRM. The comments sxpreaved particular Concem about
whether the rule included ransfers for fair markes value.

.. The final regulaticns ciarfy and limit the oaning of
1he term “rransfer” o sitgazions where e charity receyves

less than fair market value in ceturn for the tansfer. Also,

the final regulations do not apply the transfer nule if the
rransfer is made for less than fuir market value and a
significant number of members of the genersl public
receive goods or services from the chanity at the same
favorabie (less than fair market value) price.

12. THE PRODUCTION OF INCOME AS "EXEMPT
PURPOSE EXPENDITURES"

The 1988 NPRM provides that costs for the production
of income are not exempt purpose expenditures and,
therefore, an oot ingluded in the base of sxpenditures on
wi:i:‘h the armount of permissible lobbying expenditures is
cakeutared,

Severa] comments requested tisal the final reguiations
clarify thar expenses fov s substantisdly celsted ade or
business are included 23 sxemp purpose sxpendinses.
Another comment requestad that expenditures 1o manage
an  endowment bDe comsidersd  exempt  purpose
esxpendinires, -

The final regulstions clarify tha HUrES are not
exempt purpose sxpenditgres if they are for & purpose or
activity that is not substestially relaed (aaide from the
seed of the for ingome of funds oF the use o
makes of the profits desived} o the organization's
chariable, sducaiions! or other that is the baxis for
the organizasion’s don under saction S0HeK3). The
final regulations also clarify that the costy of maraging an
encdowment  are  not  included as  exemprt  purpose
expenditures since they are incurred for the production of
income.

13. FUNDRAISING COSTS ' ’

Under section 4911, amounts paid to or incurred for a
separate  fumdmising  unit e ot exempt  purpase
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expenditures. The 1988 NPRM defines the mesning of the
ietn “separaie Hig unit” .

Seversl comments reguesied guiklmwe on  whether
postzge and relsted costs paid direcy by & charity for a
fundraising communication prepsred by & separme
fundraising unit &re costs ihar are incurred for 3 separate
fundraising unit.

The final reguiations clarify that amounts incurred for
the creation, production, copying, and disgribution of a
separate fundraising unit's fundmising communication are
amounts paid 10 or incurred for a separate fundeaising ynit,
regardless of whether the charity pays some of the costs
directly rather chan through the separate fundraising unit.

14 AFEILIATION RULES

The 1988 NPRM did not change the extensive
affilintion rules thar were contiined in the [SE6 NPRM,
Thase rules implemen: wetion 491 146,

Several comments requesied the deletion of the 1936
NPRM's provision thar two orgazations can be affiliated
o8 the baait of an “implication” in one organization’s
goveming mstrument ot that srganization s bound by the
other orgsnization’s legistarive positions, Two commems
requésted  that the w%uiazm reguire affhliation oaly
among section 30MeRD) organizations sad net include
non-section 010Ky orgamzations ax members of an
sffilisted group.

The finsl regulstioas eliminme “implicasion”™ n a
govering  instrumient &8 s lest for whither Iwo
organizations sre affilinced. The final regulations retain the
pasition Kk, in determining whwher two setion 301e ()
organizations sre  sffiliced, oon- section  30HEKD)
affiliations will be considered. The Service belisves that
where rwo section SO1EXNI) organizations are nor affiliated
with each other. but xre both affiliated with a section
S01(cH4) organization, the two sectian  30(cHD)
organizations are members of an affiliated group for
purposes of section 4911, However, i the sctual
calcularion of the expenditure test, only those members of
the affilinted proup thas have cheted are sonsidered,

15. REQUESTS FOR TECHNICAL ADVICE
The 1988 NPRM did nos revise e 1986 HPRM

One comynend requested the cimination of e
requiremenyt that the request for technical sivice be in
wriing. The oomwnent aise tha e wechnical
sdvice exception spply even if e mguest for echnical
advice s from sn individoal legisismor or guvenunent
official, a8 opposed 1 » legisixive body of commines,

The final regquistions do not substantially modify the
techaicsl advice expeption. The Service believes thal the
requiiremenss that the request e boh i writing and from =
legisiative o Comuinee are clear simutory
requirTments. Service is unable to discern any
legisiative intent for additional fexibility with mespect to
the technieal sdvice excepion,

16. SELF-DEFENSE EXCEPTION

The 1988 NPRM did noe revise the 1986 NPRM
provision that certain seif-deferse lobbying by an electing
public charity is o treated as Jobbying. Obe comment
requested that this sxception be revised © exclude from
lobbying any lebbying by & section $01(sX3) organization

Highlights & Docoments, Aagusi 31, 1990
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an issucs affecung that organization’s secten 301ae¥d)
membery, even i not all members of e organizaion ae
secrion 3Q1(c)(3) organizanons. Widh ceruun restrictions,
the final regulations do generally adopt s suggestion,

17. FAIRNESS DOCTRINE

The 1986 and 1988 NPRMs included in the nonpartisan
analysis, study or research exception @ reference 1o the
Fuirmess Docwrine, This reference first appeared in the
exceprion ac (hat exception was published in the
reguiatinns under section 4943,

Two comments miuested that the reference © the
Faimness Doctrine be deleted from the final regulations in
light of unceriainly about the status of that gogrrine, The
comments siated that the aoplication of the Faimess
Downne 5 3 maner best dealr with divectly mwu§n
Federal comenuniéacions Jaw and that i is inappropnatie (o7
the ;Faimcss Docming 1o be applied indirectly through she
tax law,

{
The {final regulations delete teferences 10 the Faimess
Doctringe from both the proposed regulations and the
eXisting section 4845 reguiations,

18, CONFORMING AMENDMENTS

The final regulations amend the mgulstions under
sections LITOA-1{N K, A0.20G33-3{aKd} and
25, 1502(ax 1{u¥2) by inserting the words "or in apposition
t©" after the waords “wny polincal sampmign on hehalf of ",
This change i a techmical amendrmsent 3o that each of these
regulations conforms 10 i3 mspective statute ay well as to
secripn OHe)I) as amended by e Cyibus Bodget

‘Recontistion Actof 1987,

19 MISCELIANEQUS AND TECHNICAL
COMMENTS

The final eguisions aise contain a nurmsber of technical
revisions. Most of these changes are iing made in
response 1o public comments,

20. SIMPLIFIED SUMMARIES

Each major section of the reguistions is preceded by »
brief and simpie summary of the niles in thet soction. Also,
the following 17 Questions and Answers should be of
particular heip o readers, These Q&ds provide an zasy to
undersuand overview of the la:sﬂ %g certain tAx-
exerngr organizations’ lobbiying and polition] scrivities and
espenditorns. The Service hopes the Q& As o the final
reguistions’ brief sutnnaries will help readers mare casily
use the regulxtions,

The Q&As do mor impose sdditional requirements or
rales, nor do they amend or affect the exr of e
reguistions, The Q&As sre mtended only 1o be 1 simripie
guide o undersianding the ions o should a0 be
used a3 & substitute for resding the reguiations. {f there is
any conflics between the Q&As and the texs of the
regulntions, the exx of the regulstions cosrols. The cham
that immediately the questions and answers i
W:@Mpiﬁwmmmwmoftm

CHARITIES (¥ECYION SEl:igi {31 CAGANIZATIONS)

PURRAY SNARITIES ERIVATE
FONDATIONS

ERETING NORRLICTING
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Q-1: DOES THE TAX UNDER SECTION 4911
APPLY TO ALL TAX EXEMPT CRCANIZATIONS?

A1z No, the section 4811 mx dm{’:jx mgg?ﬁ
iax oxempe orgenizations: it applics only o
organizanons that am described in section SOIes3)
Section 301{¢)(3), generally speaking, describes cluritsbie,
educationsl and religious ovganizations. Therefore, for
emmanmdugzwappiymmm{empg
organizations s social weifare organizanoas {secn
S0 K43}, sbaoe uniom (secrior 501(x)X3)), or busiwms

ux


http:aovemJ.oI

IRS DKXCUMENTS

éngue;. charabers of COmMERT, OF frade ZsSOCIRLONS
{secrion 501(e}{Eh.

Q-2 TQ WHICH OROANTZATIONS DESCRIBED IN
SECTIONM 501(c¥3) DOES THE SECTION 4911 TAX
AFPLY?

A«d Thers are two kinds of section SClis)3)
organizations: privme foundations and public charities,
{Private foundations generally are funded by a2 small
number of individusis of corporations while public
charnities are generally funded by comtributions from ine
zeneral pubdic and payments for services [yee section
509:u3 The section 4911 fax does NOT amply 0 ALL
organ:zations described in seetion 301(63(3: i applies onty
10 elzgring puhiic ¢hanties.” Electing pubilic charities are
those peblic charnes 1hat have made a valid clection 10 be
covered by the iobbving expenditurs test under ssations
50tinyand $91 1. The rules about making and revoking the
clection. in¢iuding the rules abour which public charuies
are aiigibie to make ihe sisction, are in sesrion 501(h) and
in section 1.5Gi(h) of the regulations. The section 4911 tax
does NOT apply w private foundations (i see Q&A3),
sor doks the tax apply to NONeiexting puobiic, charities
tpublic chanties thar have NOT made 2 valid siection o be
covered by sestions 501(h) and 3% 13 thus see Q&A-3%

Q-3t WHAT, IN GENERAL TERMS, {§ THE
EFFECT OF SECTIONS S50ithy AND 4901 ON
NOMELECTING PUBLIC CHARITIES?

A«d: It 3 public charity does not have 3 valid <ection
501(h) electicn in effers during a given year, iha
nontlecting  public  chany's lobbving  acrivities  and
expendituies during thas year are NOT ¢overed by sections
501 and 491 |, but are insiead covered by what is known
ds the "subscantial part test” under section S0l(e) 3t in
other words, sections 301k} and 4811 4o not apply 1o or
affees NONelecting public charities, in faet, section
308507 says thar nothing in sections 501¢h} and 4911 (or
the applicabie Treasury Regulations) may be wssad 1o
inferpret the meaning of or the rles and definitions uider
the "substantial part test” (For a very brief summary of the
“substantiul part test.” see QRA-{ 73,

Q-4: WHAT. [N OGENERAL TERMS, 1S THE
EFFECT OF SECTIONS S50Hh) AHD 491t ON
PRIVATE FOUNDATIONS?

A-4: Private foundations’ lobbying expenditures are
taxed. under section 4943(d) rather than under section
4911, Unlike sestion 491 ), which taxes only EXCESSIVE
iobhying expenditures. cection 4545(d) taxes ANY
iobbying expenditurs by a privine foundation, Even though
the sectzon 4911 ax does not apply to privee foundations.
portians of the reguiastions under section 49i1 are
nonetheless relevant w private foundations because the
definition of what is and is not » iobbying expenditure is
generally the same under section 4911 s under section

«;:439 £sac5 sectioas 36491 1.2 and -3, but disregard secticn

4911-51 -

Q-5 TO WHICH EXPENDITURES BY AN
ELECTING PUBLIC CHARITY DOES THE SECTION
491 | TAX APPLY?

A-8: The section 4911 tax applies only to EXCESS
iobbying experciitures by an eiegting public charity. The
wx does not apply o ALL lobbying expendinires by an
electing public charlty, but only to shar portion of the
organizanon’s lobbying expenditures that exceed one of
two permined lobbying levels for thit organization for that

. One of the permited lobbying levels is based on 101l
oblyying expenditures: total expenditures for both direct
and gross rooks Jobbying, The other permined Jobbying
ievel is o separmie Hmit bavwed on grass oot lobbying
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ex itures. See Q&A-17 for a generai i the
digmm iooct are g upwg::mof

Q«6: DOES THE SECTION 4917 TAX APPLY TO
POLITICAL EXPENDITURES AS WELI
LOBBYING EXPENDITURES? AS

?_-6: N?. ftis iucz%o% tg note that the section 4917 tax
applies only to expenditures, 45 appowd 1o
PGL&?(Z&{. expenditures or activities. In ;gtmst o
lobbying, all chanities are ABSOLUTELY PROHIBITED
from ireervening in s political campaign on behalf of or in
appositien 1o any candidate for an elective public office,
Az siated above. public charities may engege in some
lobbying but they must not intervene in a pofiticat
campatgn a1 all. If 2 chariry does intervene in a political
camipaign, Ut would wopardize both its ax-exempr siatus
and its abilily w0 receive  lax-deducble  shariabie
contributions (under sectice (700 It (amt in cenain cases
i3 managers} may also be lable for tax under section
4933, Finaliy. under certain circumsiances, the chanty may
alse be subject 1o tax under section 33U,

Q-7: HOW MUCH MAY AN ELECTING PUBLIC
CHARITY SPEND ON TOTAL LOBBYING WITHGUT
BEING TAXED UNDER SECTION 49117

AsT: o any given yeasr. an electing public charity may
spend up 1o 3 specified percentage of its exempt purpose
2xpenditures o sl (hoth direct andd grass roots) fobdving
without lningwum; under section 4311 (see section
35.49H1-1(¢} for the specific dmliningnpcmmagm allowed
for organizations of vazious sizes). In no caw, however,
may an alecting public charity spend more then $1,000,000
in 4ny given year on lobivying without being aned under
section 4%1 1,

Q-8: HOW MUCH MAY AN ELECTING PUBLIC
CHARITY SPEND ON GRASS ROOTS LOBBYING
WITHQUT BEING TAXED UNDRER SECTION 49147

A-8: In addition o the limit on 3a eldting public
charity’s soul lobbying x itures, there is 2 separars
limit {or grass roous lobbying expenditures. In any given
year, an ciecting public charity may spend ap 1w that
separate Hmit on grass rooms lobbying without incurring
any Bax under seetion 4911, The mnount of this sepamie
iirnit for grass moks lobbying expenditures is 28 percent of
the amount that the organization is permitted (¢ spend
dumtgmaywmmai{m&muﬁgm rooiL}
lobbying (see Q&A.T). In any event, 3250000 is the
ks smount An electing public charity sy spend on
g;w: roots lobbying without incurring tax under section
491 1.

Q-9 IN ADDITION TO RESULTING M TaX
UNDER SECTION 4511, CAN EXCESSIVE SPENDING
ON LOBBYIRG HAVE OTHER ADVERSE TAX
CONSEQUENCES FOR AN ELECTING PUBLIC
CHARITY?

Ao Yes. If an electing public charity normally makes
excessive lobbying expenditures, it may be in danger of
losing i tRX-Exdompt SIMUS. y speaking. an
siecting public charity will lose ity tx-exempt siatus {and
s abiliey o receive  x-deductble  chantabie
conmmitaitions) if ihe organization's lobbying ¢xpenditures
over & four-year period esceed one of the two lobdying
limits by moce than 150 percers. See section 301(h) and
thwe applicabie Treasury Reguistions for further dewil.

Q.10: WHAT 1§ AN EXEMPT PURPOSE
EXPENDITURE?

A<10: Because the amount an clecting public chanity
may spend on lobbying (without incurring ssx) i often &
percentage  of (e orp.aization’s  exempt  pumpose
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expenditures, # i3 Imponaal o understand  which
sxpenditures are and which are ae exempt purpose
expenditures. In genersl terms, an eapendiure s e
exempt Dy expenciiture if it is paid or icurred by an
electing public charity 0 accomplish the organaauon's
examnt purpasss. For further dewit on the definition of
“exgmmpl purpose expenditune” see section 491 1{eK i) and
segtion 36,4911 4,

Q-11: WHICH EXPENDITURES ARE LOBBYING
EXPENDITURES AND WHICH ARE NOT?

A-1l: To know whether an organization has spemt
*xgessive amounis on obbying, one needs to determine
which expendinires 3¢ lobbving expenditures and which
are not lobbying expenditures. In general, iiere are (wo
types of lobleving expenditores: zxpenditures for direet
fabtving communications and expenghitures for grass ot
ipbhying communicatians,

Q+12: HOW ARE THE TERMS “DIRECT
LOBAYING COMMUNICATION" AND  "GRASS
ROOTS LOBBYING COMMUNICATION™ DEFINED?

A~ld: In very seneral iorms (and subiect 10 exceprions),
3 dimset lobbying zommanication is & attemept 10 intluence
iegisiation by cormrnumivating direetly with 2 government
ofticial, whereas 2’ woots lobbyng communitation is
30 anemipt o influgrse legisiation by sommunicating with
e general public or a segmen: nersof. (Note: soms
communications may he BOTH girect and grass men
iobbwing). The wrms “direct lobbying communication” and
. grass roors lobbying communication” are defined at
length in secton 56.491.7, That section comtsins a
*ogeneral  definition  of cach  iype  of  lobbying
communication. It alse has speeial defintions that apply
only in Hemited circumsiances (such & 2 special rebyrabie
presumprion that cenaim pard mass media advenisements
thar run sherily hefore a2 legislative vore on highly
publicized legisistion are ' grass  roots  ioblying
cormmunicationst. Sectian 56.4911.2{¢) romaine several
eXCOpHONS (hal sometimes apply 10 SRS COmmMUNICAOns
that would otherwise be iobbying 1 be noniobbying.
Throughout section 36.4%ii- 2, there are aumerous
exampies designed 10 illustraze the varjous definitions and
exceptions, (For more lenient definiions where an electing
public charity makes a communicanos solely or primanly
¢ its boria fide members, soe section 4911(dX3) and
seeton 36.4%1 1-5)

Q-13: 1§ LOBBYING ON REFERENDA AND
BALLOT INITIATIVES CONSIDERED GRASS ROOTS
OR DIRECT LOBBYING?

A-13: Lobbying on referenda. baliot initiatives and
similar measures is, iolely for purposes of section 4911,
treatee) as direot rathey than grass rooes lobbying, See
secnion S6.491 12BN 1N, However, chunities ame not
perminted 10 intervens in # political campaign on behalf of
or in opposition to § cexdidate for wn elertive public office
(as descrided in QArAS), )

«14;: ARE THERE ANY SPECIAL ACCOUNTING
A ALLOCATION RULES FOR PURPOSES OF
SECTION 49112

A-14: An ciecting public charity thst makes 3 direct
andjor gress roots lobbying cormnunication must freat he
expenditures  for st comwmpnication as  lobbying
axpenditures in whoie or in part, See section 36.4911-3 for
aweounting Tules regarding which  expendiures are
expercliiures “for” the lobbying communication as well a8
ruies regarding the allocation of expenditures that are for
mixed purpose communicstions  {for  sxample,
corwmminicotions ther are both diresy and gmss roen
iobbying comymunications and communicatons that e
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lobbving _eommunicetions but also Mave 2 bona fide
tonlocbbying purpose). Secton 56.4911-3 dso comgins
mles regarding whether certain of an elesting pubiic
charity's payments {such as grants) 1o other organizations
that lobby are rested a3 direct and/or grasa roos lobbying
Eﬁ?fffé?” by he eslecting public charity that makes 1w

Q-15: CAN TWO OR MORE DRGANIZATIONS
EVER BE CONSIDERED ONE  SINGLE
QRGANIZATION FOR PURPOSES OF DETERMINING
WHETHER THE ORGANIZATIONS OWE Tax
UNDER SECTION 4911 ON EXCESS (LOBBYING
EXPENDITURES?

A-15: Yes. Under seorion SSUHFL cemain closely
affilisied organizations ire sometimes mexted as a single
orgarzation for purposes of determiping whether e
aorgamizations owe HX uwader segiion 49D on axcess
E%bbymg expenditures, See sections 56.4511-7 througn -

Q-16: MUST CHARITIES THAT LOBBY KEEP
RECORDS AaND REPORT ON THEIR LOBBYING
EXPENDITURES AND/OR ACTIVITIES?

A-16: Yeu. For electing public chanties, recongkeening
ang mturn filing requirements are generally set fomi ian
secrions 3649116, 36 5004-1 and 36.6811-1. Nonelecting
charities must als keep mconds and file retums as
specified in various forms and thedr instructions.

~17: IF AN ORGANIZATION i3 COVERED BY
"SUBSTANTIAL PART TEST” WHAT. IN
GENERAL, ARE THE RULES THAT GOVERN THE
ORGANDZATION'S LOBBYING ACTIVITIES AND
EXPENDHTURES?

AT The “whuantial par text” applics 10 all secrion
501 (2% 3) organizations other than sleczing public chartiss.
Under the "substandal pam eat” no subsianiial pan of ihe
Orgarization's sctivities may DE CRITYINg of propaganda, or
atherwise sttenming, o influence legislation (seo section
LESOUeX 1) ¥ ans organization 1o which the subsantial
part test applies engages in subsiantial lobbying activities
during & given year, the organitstion will lose both jts ax
exemm sargs and its ability w feceive k- deductible
charitabie contributions. The ization will aiso be
subject t0 &0 excise ax under section 4912 on its lodbying
sxpenditures during the veur. In sddition, the managers of
sueh & nonelecting public chanty may in certain cases be
joirly and severally lisbile for a ux under section 491263
!l?he mx ynder section 4912 does aot apply o eitcting
public chanties. {Tins is the end of the Q&AL

RULINGS REGARDING APPLICATION
OF THE REGULATIONS

Under its ruling program {see Rev, Proc, 83.34. 198341
C.R. 763 and Rev. Proc, 88.8, 1988.4 LR.B. 225 the
Sesvice will consider requests for privaie leiter rulings ©
clarify the appiication of the regulations o panicular fact
pRITEITY,

SPECIAL ANALYSES

t Ty been determuned that these rules are 001 meger
ruies 3¢ defined inﬁxm:ive Chreley 1wué¢gmr;:smﬂ£
Regulsory Impect Analysis is oot roqu H
been determined it section $53(b) of the Adrmnistrative
Procedure Act (5 U.S.C Chager 53 and the Regulatory
Flexibility Act (5 U.S.C. chupter 63 do not spply 10 these
regulations and, therefore, » final Reguistory Flaxibility
Analysis is aof required.
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DRAFTING INFORMATION

incipal author of these reguistions is Jerome P.

aigcmﬂ!m Office of Assistant Chief Counsed
{ﬁmpiam s & Exempt Crganizations), inwemal
Revenue Servics. However, personnel from other offices
of the Service and Tressury Department pamicinsied in
deveioping the regulations, doth on maners of substance
and siyie, ]

SUPERSESSION

These regulations supersede section 7.0{c)4} of the
Temporary Income Tax Regulations under the Tax Reform
Act of 1976,

LIST OF SUBJECTS
JECFR (L61-1 through 1,281
Deductions. Exempions, Income (axes. Taxable income
26 UFR L3O ax ] through 1.528-10

Coaperasives, Exempt  organizations, Foundations,
Homeowners  associations, Nonprofit  organizations,
Folitical organizations

28 CFR 180011 through 1.6109-2
Administration and  procedure,
equirpmenis, Income taxes

Z6CFR Pant ?

Icorme axes. Tax Reform Act of 1976

25CFR Pann 20
Estate taxes

25 CFR Pan 28
Gift taxes

25 CFR Part 33

Excise taxes, Foundations, Investments, Trusts
and rrusiees

28 CFR Part 36

Exsise wx. Lobbying zxpendzmm Exempt
purpose sxperxtitures, Affiliated organizations,
Administeation and procedure

26 CFR Parr 802

OME Conmol Numnbers under the Psperwark
Reduction At

Filing

ADOPTION OF AMENDMENTS
TO THE REGULATIONS .

Accordingly, 26 CFR Chapeer | is mmended as follows:

PART 1 ~ INCOMB TAX: TAXABLE YEARS
BEGINNING AFTER DECEMBER 11, 1953

Paragraph |. The muhority cimation for Pant | is
amended by adding tw following citation:

Authority: 26 US.C. 7808, * * * sections 1.504-1 and
1.504-2 xiso issued under 25 U.S.C. 5040}

Par. 2. Sextion 1.170A-1 ix smended by revising

pamgraph (hK%), new paragraph (hX11), and
revinng paregraph {iL ;%ee revised and added provisions
rend sy follows:

2430

SECTION 1.170A.1 CHARITABLE. ETC,,

UTIONS AND GIFTS;
MEC'I'{Q ) ALLOWANCE OF

LER 3 B

(h) EXCEPTIONS AND OTHER RULES. «

{5} No deduction shall be allowed under section §70 for
amounts paid 10 an organization:

(i) Which is disqualified for tx exemptica under
section 301{(c)3) by reason of anempting @ influence
legisiation, or

(i1} Which pm;eapa:es i O intervenes i {including the
publishing or diswibuting of staterments). any potitical
campaign o behalf of orin cg;&c&ztwn 0 any candidate for
public office.

For purpesas of dewermining wmm an organization is
atempung w0 influence jegusistion or 5 engaging in
political activities, see sections SOHeHI, 5014n3, 4911 and
the regulations thereunder,

{11} No deduction shall be allowed under section 170
for cut-0f- pocicet expenditures on behalf of an sligible
orgasizarion (within the meaning of section 1301
2(bX1)) if the expenditure i3 madde in connection with
influencing legislation (within the meaning of section
S01{cK3) or section 56.4911-21, or in connection with tw
payment of the organization's tx lability under ssction
4911, For ihe eamment of sienilar axpendizures on behaif
of other grganizacions see paragreph (W43 of ihis section,

(i) EFFECTIVE DATE. In general this section spplies
0 contributions paid it Mxable vears beginning afier
December 31, 1965, Pamgraph (1111 of this section.
however, applies only to out-of.pocket expenditgres made
i taxable yeurs beginning after December 31, 1576,

Par. 3 In section 1.50Ms)301. BYD is
amendsd by adding s sentence & the end of the concluding
Xt and {eX N0t} 18 amended by adding a
setence &1 the end of the concinding teat, o read:

SECTION L301(e}(3)>-1 ORGANIZATIONS
ORGANIZED AND OPERATED FOR RELIGIOUS,
CHARITABLE, SCIENTIFIC, TESTING FOR
PUBLIC SAFETY, LITERARY, OR EDUCATIONAL
PURPOSES, OR FOR THE PREVENTION OF
CRUELTY TO CHILDREN OR ANIMALS.

*
LE R & 3 J

1 (ByORGANIZATIONAL TEST. * = *

(33 AUTHORIZATION OF mmm QR
POLITICAL ACTIVITIES.

LR B

* . An ior's mrcies will not violate
the provisions of puagraph (X} of this
section even though :hc organization’s sricles
expressly ompowes it 0 Mmake (he election
Whmmm&ﬂl{h}mmm:m

iegisiation and, only if it so elects,

t smke jobbying or grass roots expendityres
that do not norm-iw excond the ceiling amounss
peescribed by section Sﬂt'{h)(?.)(ﬁ} adan,

L N RN

(c) OPERATIONAL TEST. ¢ # # .
© (3) *ACTION" ORGANIZATIONS. * * *

Highlights & Documents, August 3], 1990
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s+ ¥ An organization far which the ex Hure
tagt alection of section 501(h) is in ¢ fara
taxabie year will not be considered an “ztton”
otganization by reason of this pamigraph
(e3Nii)y for tag year if it is noe denied
axempiion frem taxation under section 3C1(a)
by reason of section 331 "y v e

Par. 4. In sectien 130101, paragraph {aX23it) is
arendad by revising the last sentence and adding & new
servence imumediately thersafier, The revised and added
sentenges read as follows:

SECTION 1E81ci41-1 CIVIC ORGANIZATIONS
AND LOCAL ASSOCIATIONS OF EMPLOYEES,

{a; CIVIC QRGANIZATIONS. " v *
(2) PROMOTION OF SOCIAL WELFARE. == *

(i1 POLITICAL OR SOCIAL ACTIVITIES, * «* A
socidl weifare orgapization sy is nor, 37 any time after
Octoer 4. 1978, sxempt from taxation as an organization
deseribed in section 501(0X3) may qualify under seciion
30He4) even though it is an “seron” organization
desenbed in section LICLCHI)-HeHIHEY or (w). i &
atherwise qualifies under this section. For miles refating (o
an organization that i3, sfier Oetober 4, 1976, exemot from
12XAUON A5 AR organdzation described in section 50iHc3)
see section S04 and section 1,508, s x v a

Par. 5. The followsng new sections 150101 through
1.501{h}3 are added in the appropriate plage:

SECTION L381ch)-1 APPLICATION OF THE
“EXPENDITURE TEST" TO EXPENDITURES TO
INFLUENCE LEGISLATION; INTROGDUCTION.

{a} SCOPE —~ (]} There sre cermin requirements an
argaaization must mest in order 15 be 2 “chanty ™ described
in sgerien S01{¢ X3} Among other things, secuon 501{eX(3)
stames that "ne substential pare of the sctivities of (g charity
may consist of] canving on propsgands, or otherwise
atempting o influsnce legisistion, {except a8 otherwise
provided in subsection ¢h})." This requirement is calied the
“substantial part test.”

(23 Under section 30101 many public chanties may
ziect the “expendifure tes” a3 3 substtute for the
substanrial pars test. The expenditure test is described in
section S01(h) and this section 1.501{h} A public charity is
any chariry that is not & privase foundation under section
509(a). {Linlike a public chatity, & privare foundiation may
not make any lobbying expenditures: if 5 privme
foundmrion does make a lobbying ;:;ad‘mm‘ it is subject
10 8 sxcise [ax under section 494%), Section 1 .301{h}2
lists which public chanties ame cligible © make the
expenditure test election. Section 1.501(h)-2 ajse provides
information about how & public charity makes and revokes
the giaction (0 be Coveend by the expenditure tey,

(3} A public charity that makes the clection may make
lobbying expenditures within specified dollar fimits. if an
siscting public charity's lobbying expenditures are within
the doifer limiis determined under section 491i(c). the
electing public charity will not owe (ax under section 4911
nor will it lose 23 1AX exempt status 88 & charity by virue
of saction S01(R). I, however, that slecting public chasity's
iobbying cxpendityres exceed ity section 491] lobbying
fimit, the organizarion iz subject (o an excise ax on the
excess lobbying expenditures. Further, under section
501hy, ¥ s clecting  public chantys  lobbying
expenditures normally are more thas 130 Percent of in
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secricn 4811 | ing iimit, 3% SrEAnITALOn wi
be a chanty d&%«fin sexsion SOOI, 1 cease o
{3} A public charity that elects the sxpenditure tey may
_ @slmmwwmi{itamtdm
orgarzation under section {30 HEN3» HeX3Xii) or (iv),
A public charity that does not elect the expendinere rese
emains subiect o the substantisl part st The subswntiad
pars st s applisd widiowt regard ¢ the provisions of
section 301(h) and 4911 and the related regulations,

(hy EFFECTIVE DATE., The provisions of seetion
L30U(h)-T through section (. 501R3, are effective for
taxasbie vears begmning after August 31, 1990, An election
made hefare August 31, 1990, under the provisions of
section TEHeHE) or the instructions 1o Form 5768, wil] be
iﬁfggtiw under these regulazions withour again filing Form
a f

SECTION 1.501h12 ELECTING THE
EXPENDITURE TEST,

{a} IN GENERAL. The elsction to br govemed by
seetion SO1(N) msy be made by an eligible organization (g3
described in paragraph () of this section) for any taxabie
yesr of the organization beginning after December 31,
1976, other than the fisr axabie year for which a
voluntary revoossion of the election w affective {see
parsgraph (d) of this section). The clection is made by
filing 2 completed Form 37358, Electon/Revocation of
Election by an Eligible Sectioa 301(c)(3) Organization w
Make Expenditures 1w Influence Legislation, with e

ime Intemnal Revenue Service Center listed on thas
form. Under section SGL{hXE), the election is effective
with the beginning of the taxabie year in which the form is
filed. For example, if an sligible organization whose
taxable vear 14 the calendar year files Form 5788 oa
December 31, 1379, the organization is governed by
secrion 30H{h) for iy taxable yesar beginning January 1,
1979, Once made, the expenditure test eiection is effestive
(without sguin filing Form 3768) for each succeeding
mxable vear for which the organization iz an sligibie
organization snd  which begins before » notice of
revocarion is filed under pursgraph (d) of this section.

(b) ORGANIZATIONS ELIGIBLE TO ELECT THE
EXPENDITURE TEST - (1) IN GENERAL. For purposes
of section SOL(B awt the m i thereunder. an
grganization is an eligibde arganization for 3 xable year
if, for dsx mxable year, it is ~

{i) Descrived in section 501(cX3) {(determined. in any
yeur for which kn election is in effect, without regard to e
substantial part test of seedion 501X,

(1i) Demribed in section 301(hX4) and persgraph (bi(1)
of this sextiva, and

{itty Mot & disqualified ar?mm ion described in section
SOI{HHS) and parsgraph (5) 3) of this section.

(2} CERTAIN ORGANIZATIONS LISTED, An
organization is described in section 30IMNAY and this
paragraph (bX2) if it is an organization described in ~

i} Sectiom 1TOLX1¥AWI) (reiming % educational
institutions},

(i) Section 17NDX1MANXIL) {relsting 10 hompitals and
miedical research orpRaiIniONs ), .

{iti) Section 170X IXAXY) (miating o organizanons
supporting govemenent schoois),

{iv) Section 1700} IXAXvi) {relating 10 organizatons
publicly supported by chanitable contributioas),

P2 % H
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{v) Secuern S50Ra)N2) (relamng 0 trganizations publicly
supponted by admissions, stles, 1), of

{vi) Secron 30903} (relming 1w arganizations
suppoting public charities), except that for purposes of
this pamgraph (bX2) section 50%a)3) shall be applied
without regard 1o the last sentence of section 309a).

(3 DISQUALIFED  OROGANIZATIONS, An
organization is 3 disqualified organization described in
section  $O1(BMS) and this paragraph (N3 i the
organization is —~ ©

(i) Described in section 1700 IXAXI) {relating o

churshnsi,

o Ly An imtegraled 2uxilisry of a chumh or of a
convenzion or associalion of churches (see section §.4033.
2igu S, ot .

t6) Described in saction 3014eH3) and affiliaied
{within the meaning of secrion 36.4811.7) with ome or
more srganizations desoribed in parmagraph (EINN) or (i}
of :?z}is ABCRON.

{(4) QTHER ORGANTZATIONS INELIGIBLE TO
ELECT. Under section 301R¥4), certain organizations.
aithough not disqualified organizations, are not eligibie (o
riect the expenditure test, For sxample, organizations
described in section S0R(aX4) are not listed in section
SGH{BKA} and thersfore are not eligible o slect. Similarly,
private foundations (within the meaning of section 509{a)}
are not ehigible ta elect. For the reamment of expendinires
by & prvate foundation for the purpose of camrying on
propaganda.  or otherwise anempting, 1o influence
legislation, se¢ section 53.4945- 2,

fe3} NEW ORGANTZATIONS. "A newly cmated
orgamization may submit Form 5768 v elect the
sxpenditure  test under section SCi(h)y before it i3
deterningd 1o be an sligible organization and may submit
Form 3768 at the time & siudwmis H Heation for
recognition of exemption (Ferm 1023). if the newly
created orgauiation is determined to be an eligible
organization, the clection will be sffective under the
provisions of paragraph {a) of thiy section, that (s, with the
beginning of the taxable year in which e Form 37568 is
filed by the eligibie organization. However, if a newly
created organtzation is determined by the Service not 1o be
wn eligible organization, the organization’s sisction will oo
be effective and the subsmantial part
. affective date of its section 301{¢ X3} classification.

{4} VOLUNTARY = REVOCATION OF
EXPENDITURE TEST ELECTION - {1} REVOCATION
EFFECTIVE. An organization may voluntarily revoke so
expenditure test election by filing a nouce of volunwury
revocation with the approprisse Insernal- Revenue Service
Center lissed on Form 5768, Under section SOHBXEXB), »
voluntary revocation ia cffective with the beginning of the
firet taxable year sfter the taxsbie yesr in which the notice
i filed. If an orgenizstion volurtarily revokes its election,
the substantial part st of section 301{cX3) will apply with

o the (rpwrization’s activities i g 16
influemsce egisiation beginning with the iaxsbie year for
which the volumary revocation is effective,

{2) RE-ELECTION OF EXPENDITURE TEST. ¥f an
organization's cxpenditure iest election i voluntanly
revoked, the organizstion may again make the expenditure
o3t siscton, e active no carlier tan for 1w axable yesr

following the - 3t taxsble year for which the revocation is

effective,

(3) EXAMPLE. X, an organization whose taxable year

is the calerxinr year. plans o volunurily revoke i’

expenditioe 125t elecrion effective degioning with s

2433

et will apply from the

axable vear 1985 X mum fils i pouce

revosasion on Form $768 afier Desorms 35 1oganay
before January |, 1985, If X files & rrice of eoluntary
revoestion on Decemnber 31, 1984, the revocstion i3
effective beginning with s axeble year 1985, The
Srganization may again elect the expenditure test by filing
Form 5768, Under parugraph (dX2) of this secrion, the
siection may not be made for texable year 1985, Under
paragraph {(a) of this section; a new 2x iture lest
ciecton will be effective for taxable vears beginning with
1axable year 1986, if the Form 5764 iz filed after Decomber
31, 1985, and before January 1, 1987,

{2) BNVOLUNTARY REYOCATION 4F
ITURE TEST ELECTION. If, while an election
by sn eligible organizasion (s in effect, e organization
ceases o be an eliphie organizarion, #s election is
awtomasicaily revoked. The revocation is effective with the
beginning of the first fuil axable year for which it is
determined thar the organization is not an ehigible
oraanizaton, i an organization's sxpendinire fost siection
5 involuntarily revoked under thixs saragraph (23 i e
organization ¢continues 0 be described in section SO1(cH3).
the substantial pan st of secrion S01(cK3) wil] apply with
respeit to the orgamization’s wctivities in stempting
influsnce legistation begiing with the firgt taxable year
for which the inveluntary revecstion iy effective.
{f) SUPERSESSION. This section supersedes section

T.HecX4) of the T Income Tex Hegulations under
the Tax Reform Act of 1976, effective August 31, 1996,

SECTION 1.501(h)-3 LOBBYING OR GRASS ROOTS
EXPENDITURES NORMALLY IN EXCESS OF
CEILING AMOUNT. S

(a} SCOPE. This section provides rules under section
HHih) for determining whether an organizanon shat has
slecied the expenditure 13t and i iy ot a member of @n
affilinied group of organizations (as defined in section
36491 1-Ne))  either normally makes  lobdying

- expeniinges in excess of its lobbying ceiling amount or

nomnaily makes grass rocky in excess of its
gruas roots ceiling amount. Under section 5018 and this
section, an cemtion that has slecd the expenditure
test 3nd that normaily makes expenditures in excess of the
corresponding ceiling emount will cease w be exerript from
x usder soction SGi{a) ss an organization described in
seetion 501(eX3). For similer rules reisting 10 members of
A affiiiated group of organizations, see section 56.491 1.9,

(b} LOSS OF EXEMPTION -~ (I} IN GENERAL.
Under section 501(h)1), an orgsnization that has elected
the expendinmre e shall be desied exemption from
wxanion under section 31(a) & &1 organization described
in asction S0i{cX3) for the mxsbie yemr following @
detersnination year if -

{i} The sum of the organization’s lobbying expenditures
for the base yours excoeds 15€ parcent of the sum of its
lobbying noniaxable amounts for the base years. or

(i) e mem of tw orgasization’s gt oo
experxditures for it base years sxceeds 150 percent of the
sum of ity grass ™o nomaxable amounts for the base

The organization thereafter stal) oot be exempt from -
tax under section 501(a} a3 a5 organizarion described in
section S03(eX 3} unless, purssent o pangmaph (d) of this
section, the organization respplies for recognition of
exemption and is recogrized s exempe.

{2) SPECIAL EXCEPTION FOR ORGANIZATIONS
FIRST ELECTION. Fow the fimt, second, or third

Highlights & Documents, Aegust 31, 199¢
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consecutive determinstion year for which an OTERNLIRIGH's
first sxpunditure o8t shection is in effecy, no datemminaion
is required under paragraph (2X(1) of chis sestion. and the
organizstion will nor be denied exemption from tix by
reason of secuon 301Ch) and dhis sechion if, taking into
account as base years only those years for which dwe
sxpenditure 108t slecton is in effect — )

{13 The sum of the srganization’s lekbying expendinires
for sich base years dous not exceed |50 percent of the sum
of its iobbying nontaxable amounts for ihe same base
years, and

iy The sum of the organizanion’s grass o0
expenditume for those buse years dwes not exceed 150
peremnt of the surm of it grass rodss nontaxable amounts
for such base years. If an organization does not sanisfy the
requiressens of this paragraph (hit2), paragraph (Bi(1) of
this section will apply.

{3 DEFINTTIONS. for purposes of this section —

(1} The term “iobbying expenditurss’ means lobbying
expenditires as defined o section 491 1{g}1) or sectian
491 14K A) and seciion 36.491 1-3(a).

(2) The teern “lobbying nontaxable amount” it defined
insection 36491 1-1{0)(1).

{31 An organization’s "lobbying ceiling amoum” is 150
pereent of the organization’s lobbying nomaxable amount
for 3 taxable year.

(4} The tarmm gass  foots  sxpendimurms”  means
expenditares for grass roos iobbying communications s
gefined in secuon 491 1(c)(3) or section 491 {TH4K A} and
westions 36,491 5-2 and 3.

£33 The 1erm “grast rocts nontaxable amount” is defined
in section 56.491 1-1(eX3 .

(6} An organizarion’s “grass roots ceiling amoumt” is
150 percent of the organization’s grass roots nortaxabie
amaunt for 3 axabie year,

{7y In genersl, the merm “hase years™ mexns e
deterredaation year s the three taxable yesrs immedistely
preceding the determinazion yoar. The hase visiry, however,
do nos inchude any @xabie year preceding the taxable vear
for which the organization is first treated &8 Jexcrided in
section 501{ex3:.

{8} A taxable year is 4 “deterysitmticn vear” if I i 2
vear for which the sapenditure text slection i in effect,
other than the taxahle yesz for which the srganization 1y
first treated as descnibed in section S01(c)3].

{d) REAPPLICATION FOR RECOGNITION OF
EEMPTION ~ (i} TIME OF APPLICATION. Aa
organization that is deried exemprion from wxation under
section 301(a) by mason of section S03Ch) xnd this section
may apply on Form 1023 for recognition of exermption as
. an orgamzation described in section 501(cX3) for any

faxable yens fodlowing the firgt wxable yesr for which
exemption is so dended, Sov paragraphs (dX2) and (d)X3) of
s sevtion for matertel w0 be included with an application
described in the preeeding semence.,

{2} SECTION 50100 CALCULATION. An application
described in paragraph {dxi)} of this secuon must
demonstrate thar the iaation would nox be denied
exermption from xation under section S0T(8) by reason of
section 301(h} if the expenditure test election had been in
effect for all of its lsst taxable yexr snding before the
wpplication i made providing the calculstions.
described either in NI and (i3 of this
section or in section 56,491 1-9¢b), that would have applied
1 the organizazion for that year,

H
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{3} OPERATIONS NOT DISQU ,
application described in parsgraph (4 zWﬁ
muat include inforrnation it demoasitmies w0 e
sstisfaction of the Compmissioner the the organization will
not knowingly operste @ & manner st would disqualify
the orgasization for ax exemption uader section 504(ex3)
by reason of anempring o influence legisiaion.

(4) REELECTION OF EXPENDITURE TEST. If an
organization s denied exemspﬁc:z froms wax for 8 wxadle
vegr oy reason of section SOUIh) end thix section. and
thereafier is again recognized &S an organization described
in section 501{eN3) pursuant © this paragraph (4), it may
again siect the expenditare st under section 354h) in
acrordance with section {.301tha),

te} EXAMPLES. The provisions of this section are
iiustrated hy the following examples. which also iiugrate
ihe operntion of the tax imposed by section 481 [,

EXAMPLE (1) (1) The following bl contains

informanion used in this exgmple conceming arganizacion
X

Lxemapt = Ladeying

Fulphae WUt AEndi& Labbying

Lxpendisucan Amaunt fepmndgszuras
Tear (BPEY Sadeuidtiem ELNTR [+ 8

—

LETH b oA00. wOT

LIBM o MAGU, 500 =1 5 ED, 300 $388. 30

YRS 164, Doe 0% of FI0D, 200 w+ 0,303 9% 0%
IR 1 H 38, 000 EEY aF 1848, 288 .

LAN ef 2185, 988 118, 34 W40
FRT M) 58, 4% 124w af 1834, 808 w 196,586 LT, 30

— m——

wesie: §L. WY, e

§345, h00 FL 021

{2} Organization X, whose taxable year is the culendar
yesr, veas organized in 1971 X first made the sxpenditure
rest clection wnder sectipn SOi(h} effactve for axable
yE&rs beﬁmizzg with 1979 snd has not revoked the
ciection. None af X's lobbying expendinures for its taxable
years V19 through 1982 are grass toots expenditures.
Under sextion 4911(a) snd section 56.4511-1) X must
determine for each year for which Uk expenditure test
election & effoctive whether it is Hadle for the 25 percem
axcise thx imposed by section 491 1{a) on excess lothying
sxpenditures. X it Lable for this tx for each of ity taxabie
years 1979, 1980, and 1981, because in each year its

iobbying sxpenditures sxceeded i iobbying nonuxable
amaatie for the . Poy 1979, the tax | by section
491 1(x) s S5O0 L25% x ($100.000 - $80.000} » §5.000).

For 1980, the 2z 15 $10,000. For 1981, the wax i $1.230,

{3} The xable years 1975 through 1981 are all
Setermingtion yaars under parngraph {c X8} of this section.
O its annual retarn foe determination year 1979, the first
year of itx first clecion, X <an demonstrae, under
paragraphs (B2} of this secton, thm i Iabhymg
sxpendditures during 1979 ($100.000) do not sxceed 15
percent of its lobbying nomaxable amount for 1979
$120.000). For deterenination yess 1980, under pamgraph
BEZ, X can demonsaiz du te sum of iy [obbying
expendinaes for 1979 and 1980 (320G.000) does
exceed 150 pevcent of the sum of in nontaxable

smouste for 1979 andd 1980 ($216.000), 1981, under

sSio ooy for 97 ﬁ;uzmng:;n%g?

in § X A
{ﬁM}WM 130 percent of the sum of iy
lobbying nontaable amounts for 1979, 1980, snd 198]
{33 . Por ewch of te dewerminstion years 1979,
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1980, and 1981, the Orsn threw yesrs of ios firm em }C
axtisties !:m rquiremnernis  of

Accordingly, oo determination under ptn?ph (’b){i} of
this section is required for those yesrs, and X i3

tax sxemption by reason of sction S01{h).

(4} Under paragraph (bX1} of this section. X must
determine for its deermination yeae 1982 whether it has
pormally made lobbying expenditures in excess of the
lobbying ceiling amount. This derermination takes ino
account expendiures in base years 1579 through 1982, The
sum of X's lobbving exgenditures for the bese years
(34200001 does nos sageed [50% of the sum of the
lubbying nomaxable amounts for the base years (150% x
S384000 = $321.300), Accordingly. X i not denied tax
axemption by reason of section 30ith).

EXAMPLE ) {1} The foliowing table contains
information used in this cxampie concerning W,

EETT0- Loty Lag
PuTpsee Hontaselis  Lohdyisg
‘A?Gﬁﬁg{.\;z;g FrecrTy Expmes L5 U N
Leay HEFE)Y Zalouiabian 1LATAL 3% 4
i¥ve SR, 000 i30% o 1500, 508 - 350,908 FL20. 30
3% of 4364, 008 -
LNES $%54. 307 iibe SE INES, 00 . BTES, B 1100, 99%
A58 &t B339, 340 =
TN EE 1194443 1206 of ¥A8% Q4% » Shed, 40 1584, 20
Lh% of $3G, 588 =
b1 H 1404, 024 i3%% af F44D, 346 - 1L £0, 000 12820832
TEN R NAOG, 06% e i
Tezade: 33,500,404 $485, S04 5470, 048
iTabis vontingcedi
Srans Roote
Nantusabln
ncunt (23N Szaxx Sawne
Year sak LTAE Lxpandizasres
reresifilirer i ——— ——— i —
S kb | #3352 3¢, 998
2 0] $6. 188 L1301
%81 3. 100 B33, 060
1342 143, 000 148,000
A-‘QMJ
Tothia: £ 45, 580 FIi0. 000
¥ Orxmimim W, whose taxable is the calendar
mnde the

yesr, Lxpanciitie sl siection wiier section
S01{h} offective for taxable years beginsing with 1979 and
has not revoked e gicction. W has boen weared as an
organization described in section 501{c X3} for each of ins
raxable years degizming with its noabie yesr 1974,

{3) Under secrion 4911(s) wxd secdon 36.4511-1{(a), W

tust detsimine for cach year for which the expendinure
test slection is cffective whether it is Habie for the 25

pereent excise tax imposes by section 4%11{s) on excess
lobbying expenditures. In (980, 1981, and 1982, W hss
EXCEsy ryi becyuse 1S grass rools .

lobbying  expenditures : _
axpenditures in each of thnse vears excendied its grass roos
nontaxable smount for the year. Therefore, W is jiabie for
e excise tx ynder section 4911{s] for those yesrs, The
tax impased by section 49! 1(a) for 1980 is 35.937.50 (353%

am

% (360,000 - $36,230) = $3.537
$7,187.50. For 1982, the wax 1 36290, O | To1 e x.is

(4) On its somunl retum for its demermination yesss
1979, 1980, and [98), the firet guee years of is firm
eioerion, W demnonsiates thar it atisfies e requitemenis
of pargraph (0XZ) of this section. Aczordingly, no
determination wrdder paragraph (WX 1) of thit section is
requited for those years, and W is st denied 1ax
exempiion by resson of section 301(h),

{3) On irs anmaad return for jts detsrmination year 1982,
W must determine under paragraph (bx(1) whether it has
sormally made lobbying expenditures or grass rots
txpenditures in sxcess of the comespending criling
amount.  This  determination takes im0 account
expenditures in base years 1979 through 1982, The sum of
Wy jobbying sxpenditures for the base years (3470, 000}
dots net exceed 150% of the sum of Wi ip g
aontaxable amounts for those vexrs {150% x 3380
3870005 Howsver. the sum of Ws % mcts
expenditures for the base vears ($220.000) doex exosed
130%: of the sum of W's gniss roons nonwxable smounts
for those years (130% x 3143000 = $217.300), Under
section SQLh), W is denied tax exemnpeion under section
501¢a) a3 ans organization descrided in section 30 1<K ) for
its taxable year 1983, For is wmxabls year 1984 and any
Txable yesr thereafrer, W;scm;gnfmmmnm
arsmuum described in section S01CK3) only i W
applies rocognition of i exempt statug  under
M{d)d&ummﬁummunm

WE (). (1) The following teble containg
mfammm used in thiy expmple concerning organization

AT
Fonue

St Sy Livy oy

Futpase #ag~ Lakpying TARADIs GrakR
Tan+  ExpaRe caxMiie KXt~ AIMGEAT LN
sote  dicures ARALET sturas  1i9% of Lapmine
L [+ ; 3] Chichiation  <LWTA: 25 13 LETAS  Gijares

IETY  RVRDL 008 (IR of F1XB. 008 LRI, 208 31808 M)E.0u
50 008 -
- 15 o -
$204, 080 =

Y ARG, &30 430% off
m‘m
¢ i3
360, 508

$143,20¢  $334.790  F14.350  £2%.900

AR,
FUNC TR ¢
€4, 568,090

VT L0

F2YE, 000 SADN, TEY ABE SO BA, 000

A ot FIED, 028 3346, 000 DAL, 254 e3g 000
00, 009
i ez

$40%. 903 =

LT

$2:400,. 504 IE 4 VT T Gi%i?ﬂ 1341, 00

(2) Orga ?mmmumw
year, wﬁmmum described m
secoions 301(cX3) on Februmry I, I97L Y made the
expenditues mat clection under section S0i(h) stfective for
taxabie yeurs beginning with 1977 and has e revoked the
election.
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{3} For 1977 Y has excess lobbying expenditures of
S32.000 because i Jobbying expenditures (3182.000)
sxoeed its Jobbying nomtaxable wnouns $3130,000) for the
taxable year. Accordingly, Y is liable for the 23 percemt
excise x impased By section 491 1{a). The amount of the
1ax is $13.000 (23% x (3182.000 - $130,000) = $) 1,006},

{41 For 1978, Y agxin has excess lobbying expenditures
and is agasn lishle for the 25 percent excise tax imposed by
segtion 391 iial The smount of the tax is $19.537.50 (25%
% {$224,750 - $145.000) = §19,937 501

{5y Far 1979, ¥'s iobbyving expenddiures ($264.000)
exceed 23 lobbying nontaxabie amount {§160.000) by
$10a.000, and s grass roons cxpersfitares (350000}
excead {1 grass roots nontaxabie ampunt ($40.000) by
$10.000. Under section 564911 1{b]), Y's gxcess lobbying
expenditures are the greater of 3104.000 or $10,008. The
amﬁc&cf the tax, therefore, is $26.000 (25% x $104.00C =

25,000

{61 Under paragraph {¢¥ 8} of this section, 1577 is nota
determination year because it is the first year for which the
grganization is peaied as described in secton 301K 3
For 1977, Y need not datermine whether i has nommally
made lobbying expenditires or sy roows sxpenditures in
excess of the comesponding ceiling amount for purpuses of
dotermining whether it is denied exemption under sextion
S0uen) for its taxable yesr 1978, '

{7} For determination year 1978, Y must determiine -

whether it has aomally made fobbying or gmss rong
sxpenditures s excess of the corresponding  osiling
amsunt, 1aking infe sccount expenditures for the base years
FFT and 1978 For Y. the derermination under paragrapn
(b2} of g section considess the same base years & the
determination under paragraph (DX [) of tis section and is,
therefore,  redundsm.  Adcordingly, Y proceeds (o
deterrmine. ynder (b)(1), whether 12 i denied sxemption,
¥'s grass roots expenditures for 1977 and 1978 (363.000)
percent of the sum of i1s grass oo
nontaxabie wnournts for those years (5103123}, Y
iobtiving expenditures for 1977 and 1978 ($406.7503 did
not excesd 150% of its iobbying noemxable oy for
those years {150% x $275.000 » 5412.500) Therefore, Y
is not denied tax exemption under section 50t for ins
taxabie yesr 1979,

{8) For determination year 1979, the sum of Y's grass
foots expenditunes in kase vesrs 1977, 1978, and 1979 does
ot sxceed 150 percent of i gmas roots nootazable
amost {ealcuistion! omited). However, the sum of Y
lotbying sxpendinires for the base yewrs ($670.750) does
exceed 130% of the sum of the & ing nontaxsble
smouris for those years {150% x $435,000 = §632.500),
Since ¥ was ot described in section S01{eX)) prior 1o
1977, only the vears 1977, 1978, and 1579 may e
considered in detennining whether Y has nomaily made
lobbiving capenditures in exces of its lobbying ceiling.
Therefore, ¥ detsymvines that 2 Bax normally made
lobbying expendinmes in excess of iz jobbying ceiling.
Under section 50i(B), Y is denied mx exempron under
section S01{a} sa an organization described i section
S0HcKD) for its mxable year 1980, For iy taxabie vesy
1984, and any wuxabie year thereafter, Y i sxempt from
X S N Organization described in secrion SG1{CKD) only
if ¥ apphes for ition of i exernpe swtus under

paragraph (4) of this section and is recognized as exempe

from X, )
EXAMFLE (4), Organization M made the sxpenditure
test election under section 30i(h) effective for wxable
yeary beginning with 1977 snd has ot revoked the
ciection. M bas 3500000 of sxempt purpose expercdifures

Highlights & Documents, August 31, 1990
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during esch of e yesrs 1951 Sough 1984, In saui
during cach of thore years, M Wﬁg $73.000 f%&
fobbying and $25.000 for grass roots lebbying. Since the
amount expended for M's lobbying (doth total todiyying
and | griss roos lobbying) 8 within the respecive
nonxable sxperditure limstations, M is not lisdle fo; e
25 percent excisa tax imposed under section 4€1 [{a} upon
cacess lobbying expenditures, not is M denied mx-exznpt
smrus by reason of section $01{hL

EXAMPLE (83 Assume the same facts a3 in Exampie
(3} except thai on dehalf of M. nupwrous unpaid
volunteers conduct sabsiantial lobbiving activities with no
reimnbursement. Since the substantial lobbying activities of
the unpaid voluntoers are nor counted towards lhe
sxpendkinure imitations and the amount cxpended for M's
fobbying i3 within the respective nonlaxabie 2xpendiure
limitations. M is not Tiabde for the 23 pervent excise ux
under section 4211, nor is M denied ax-cxempt status by
resson of section 5G1(hL

Paz. & Section 15041 ia revised and new section
1.504- 7 iz addad, 10 resd &s follows:

SECTION LS0d.1 ATTEMPTS TO INFLUENCE
LEGISLATION; CERTAIN ORGANIZATIONS
FORMERLY DESCRIBED IN SECTTION $01{ci(8)
DEN{ED EXEMPTION,

Section $04(a) and this section appiy 1o an
that is exempe from texation &t say fime after (ciober 4,
1976, ax anorganization described in section SOMcHI,
and that ceases th be described in that seeton because it -

{3} is 1n "acrion” fzstion within the mesning of
sectivl D3OI HINU{eNINE) o (v}, on account of
activities occurrng after Ociober 4, 1976, or

{bi Is denied ex ion umder the provisions of section
501k} (see aec:ion‘ 1.301(h-3 or section 36,4918},

This section does not apply, however. 10 an erganization
that wis described in sextion SOKRBXE) and section
1.50HK»2(bXD) (relating generally 0 churchesy for itx
axable yvesr mwmediately preceding the first taxable year
for which it is no longer an organizasion described in
section 501{cK3). An organization 1o which section S0d(a}
and this secrion apply shall not be treated as described in
sections S3HsM4Y & any titne after the orginization Ceates
10 he described in section 01{eX3) Further, an
organization denied trestinent as 4 desctibed
in sevtion 30HcXN4) under this section may not e teated
as & organization described in section 301{c) other than as
an organizaxion described in section SGL{eX3). For mies
eisting 0 recognition of ion xfier exemption is
denied under saction SN}, see section 1.501(h)-3a;.

SECTION 1L504-2 CERTAIN TRANSFERY
MADE TO AVOID SECTION 504(x).

(#) SCOPE. Under section 5082}, a transfer descrived
in paragraph (B} or (o] of thiz section 1w orgRUIAtOn
sxewps from tax under section SD1(a) may resubt in loss of
exempdon by the wansferse unien the Commissioner

Anizaion

determines, under {a}o&&i{uﬁ%ﬁﬁ:}m
original tremafer ¢ effect wn svoidance of section
$54¢a). For of this section, the @y “mansfer”

inclids gy vse by, of for the benefit of, the recipiemt of
the trnfer, bt does not include any wansfer made for

" adequate snd full congiderstion.
(b} TRANSFEROR AND TRANSFEREE
COMMONLY -~ (1) LOSS OF

CONTROLLED
EXEMPTION. A rransfer is descrited in this paragraph ()
i it is described i parsgraphs (b)X(2} fwough (bH6). The
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transferes of » transfer described i this peragraph will
cease o be exempt from mx under section S01{8), uniess

the provisians of pamgraph (¢kof this section apply,

- {2Y TRANSFEROR ORGANIZATION, A transfer i
described in this paragraph (bX2) oaly o it s from an
arganization that ~ -

1) Is or was described in section 50!((:}{3) bt tot in
section S01¢h)(S), and

{it} Is derermined 10 be an “action” organization (as
defined in section 13010 1(eXB)GD) or {ivih of is
denied exemptian from 1ax by reason of section 501(h) and
cither section 1L.3C1hD or section $6.4911.9,

(1 TRANSFERQR AND TRANSFEREE
COMMONLY CONTROLLED. A mansfer is descrited in
this paragraph {85 3) onby if, at the e of the (ransfer or 3t
any Hime during the transferee's 100 raxabie years foliowing
the yvear in which the ansfer wis made, the mansferee is

- controdled {directly or indirettdy), a8 defined i pamgraph
{f} of this seenipn. by the same person of persona who
control the trangferor.

{4) TIME OF TRANSFER. A wansfer is déscribed in
this paragraph (3¥4) only if the ransfer s made -

{i} After the dawe that iz 34 morshs before the eardiest of
the effective dae of the determmation under section 301}
chat the teareferor tx pot cxempt, the effective date of the
Commistioner's derermination u the tansferor i an
“action” organizstion (a3 deflaed in section L3BHOMID

. OF €ivl or the dais on which the Commistioner
10 treat it a3 no longer deseribed in section 301{cX3). and

{it} Before the transferor again i mmgrszm as an
organization describad in section S0HeX(3).

(5} TRANSFEREE, A transfer is described in ¢his
paragraph (D)S) only if the ransferee is txempt from (ax
under section 50100) but the ransferee is neither -

(i) An organization described in secsion J0HEX3), nor

(ii) An organization described in section &0Ha) 10
which the transferor contributes as an emplover.

{6) AMOUNT OF TRANSFER, A vansfer is described
in this paragraph (OXA) onty if the amount of the transfer
excoeds the lesser of 30 percent of the net fair marker value
of the ransfevors assets or 50 pervent of the net fair
market value of the masferee’s assess, compured
immediately before the tansfer. For purposes of this
paragraph (bX6} ~

h)'fh:mmeftm{«bytmﬁm:smcmmof
the amounis ransferred to any oumber of pansferees in
mgmwamwommazmmm in
parsgraphes (b1} throagh (0X3) of this section. and the
zzmofmm&mwﬁmﬁmm&rwu&m
into sccount; sd

{%i}mmﬁzmwtmm is the sum
of the amounts treesferved by s tansferor (o the minsferee
B o S

section,
time of the transfer is e rime of the firs: tansfer 50 aken
ITEICy MO,

i} OTHER TRANSFERS - (i} TRANSFERS
INCLUDED. A wwsfer is described in this paragraph (¢} if
uwmi&beémnbdmmpwh{&}ef;ﬁum
excepr thas either

{1} The smount of e rensfer is losa than the smount
dewemined in paragraph (DXS) of this section, or

(i} The traraferor snd tyeraferee are ;y
Cmﬁednm&diam&)(ii}ﬁ%
or

{iti} The Temaferes i3 an
sections 50N and S0tcax4;.

{2) LOSS OF EXEMPYION. The mansferee of 2
ransfer described in this pamagraph (¢} will cease to be
exempt under sactien 30i{a) if ¢w Comeussioner
derermunes on al] the facts and Circumsiances tha the
mansfer effected an avoidance of section 3042y Ia
determining whether a iransfer effeced an avoidamee of
section 5044g), the Commissioner may consider whatwr
the rransferee tngages, or has engaged. n amemps io
influence legisiation and may also consider any f
enumerated in paragraph (&) of this section,

{d) DATE OF LOSS QF EXEMPT STATUS. A
ransferee of a tmansfer described o paragraph (),
(CHTWid), or (W 1Xiii) of this section will cease o be
exempt from tax under seetion 501(a) on the dare that all
requiremnents of paragraph (b}, (XD, ot () )i
(cther than the determination by the Commissioner) are
satisfied. A gansferee of s mransfer descrided in paragraph
(e X1} of this section will cease © e exempt from ax
under section 301{a) on the date of the last transfer
preceding  novification  of e umpsferee  thr  the
Commissioner proposes o trest the trassferee as other than
an exempX organization.

{2} TRANSFERS NOT IN AVOIDARCE OF
SECTION 504(a). Nowwitstasding paragrsoh (5) of this
section, if, based on sl the facts and circumstences, the
Commissioner determines et & wansfer described in
mﬁidﬁmmmxwﬁmafm%«ﬁ,

the trantferee will not be devded zxermption from tax by

mo{mm;wmmmiammm

deterrninations oalied for in the senience, the
Comnissioner may consider all relevant factors including:

{1} Whether enforoeable gnd effective conditions on the
mansfer prachade wse of sny of the yansferred mens for
any pumndaﬁ.dztm: pur of an
mms MTivities, would be incontiuest with

exsmption a3 sn onganiaation described in  saction
501{ck3k

{2) In the: sbaence of conditions described in parmgraph
(eX}) of thiz section, whether the twmferred aaaeis are
Muclwwlyfmmﬂmwmmwmm
transferor’s s Wy orgnization described in
section 301(cX3%

{3} Whether the asacts transferred would be deseribed in
section 33.4042(s»2UcX3) before, 25 well as alter, the
cunsfer it both the transferor and transfenee were privale

IEROn described in

. foundations;

[4) Whether and 10 whar extent the tramfer would
m:: provisions of section 1.507-2(8)(7) and (8) if the

were § private Toundstion;

- mmmmmmnmm
expended 3 Wi 1A
conrolied (directly or indirectly) by the samwe person or
personss who controlied the transferor: and

(5} Whesher the entire amount of the transferred sssets
were in turn ransferred, before the close of the ansferee’s
taxabie yesr following the txabie ym‘ in which the
mansferred  msewts  were  recoived, one or MMt
wmmmw&xzxmmd
MWW{M«M3MMW
persons who control cither the originel ransferor or
wansferee,

Highlighn & Doduments, August 31, 1990
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() CONTROL. For purposes of smction 504 and the
- mgulations thersunder —

{1} The mansferor will be presumed 10 comrol s
srganization with whicls it is affiligred within the meanm:
of section 56.4911- 7(#} vr woild be if Doth organizatons
wete described in seation 301{c X3y, ard

{2} The wansferee will be treated as controtled (diredy
© or indirecily) by the s&me person or persans who control
the srausferor if the tmansferee would be meaied as
controiied onder section 53.4942(a%3(a)3), for which
purpose the fransferet shall be ireated a8 & privae
foundation,

Par, 7. lo section (80G1.l), the lagt sememce s
revised 10 read as follows:

SECTION 16001 RECORDS.

LB R R

(¢} EXEMPT ORGANIZATIONS. * * * See section

5333 and sections | 60331 through -3.

Par. §. Segrion 160332 13 amended by adding
?az?graph {a}{Z}{sz‘k}, Thiy added provision seads as
CHIDW S,

SECTION 160332 RETURNS BY EXEMPT
ORGANIZATIONS (TAXABLE YEARS BEGINNING
AFTER DECEMBER 31, 1969 AND RETURNS BY
{ERTAIN RONEXEMPT ORGANIZATIONS
é‘i;&)éggkﬁ YEARS BEGINNING AFTER DECEMBER

. 19al

- (Y INGENERAL. *+ *

{2} L

(iye*re

(k) Irs lobbying expenditures, 22'&35 rots eapenéums.
sxempt  purpese  expenditures, ?
amount. and grass roots nontaxabie amount for the w;abtc
year and for prior taxabie years thar are base veurs (within
the reaning of section LIOHMRIeK7H, o the
grganization Rax an clection under sction SOI{h} iy effmgt
for the raxsble year, An organization that is 4 member of

an affiliated group of organations (as defined in section

364811 FHey buz;th& is not & memiber of & limited
gﬁilmed defined in section 36.4911-1000)) shall

$ informstion based on the expenditures of a1
m&mdhm&p&zmgmm?euof!m group
that ends with or within the membet's taxabie year and for
prior taxable years of the that are base years {within
the meaning of section 56491390} For additiona)
informanion required o be fumished by members of an
affiliated group of ocganizations, and by controlling
members it & limited sffilisted group, see sections
26,491 1-9(d) st 364911-10(NK 1), mpactiveiy

LR R B

PART 7~ TEMPORARY INCOME TAX
%%Giwﬁﬁﬁs UNDER THE TAX REFGRM ACT

Par. 9. The authority citstion for Part 7 continues 1o
read in part:
Authority: 26 US.C_ 7805, ¢ * >

Par. 10. In section 2.0, {cX#) is removed and
parsgraps (4} i1 amowied by removing *, (¢34} from the
first parenthezical glirase in the fiest sentence.

Highlights & Documents, August 31, 1990

PART 20 - ESTATE TAX REGULATIONS;
ESTATES OF DECEDENTS DYING A\mg
AUGUST 16, 19854

Par. 11. The authoriry citation for Pt 20 gy
read 1y part: riry - niitues 1

Authoruy: 0 US.C 7808 ="

Par. 12, Section 20.2085-1{s8%2) is movised 10 read a3
follows:

SECTION 20.2085-1 DEDUCTION FOR TRANSFERS
FOR PUBLIC, CHARITABLE, AND RELIGK}US
USES, IN GENERAL.

{3} GENERAL RIBLE ==+

(23 To or for the use of any corporation or associaion
prganized and operated exclunively  for  religious,
chantable. sciennific. [lierary. of educational purposes
{including the encouragement of an and for the grevention
of cruslty to ghildren or arumais), if no pan of the pet
zarttings of the corporktion or associafion inbres o the
benefit of any privae stockholder or individual (sther than
& 3 legiumate object of such purposes), if the arganization
is not disqualified for ox ¢semption under section
S0H{£3(3} by ecason of aempting to influence lagislation,

and if, in the case of transfers mads afrer Decernber 31,
29&9 it does nex participare in, or intervene in {includin
the publishing or disuiduring of stsements), any politic.
campaign on behal! of or in opposition w any candidate for
pubiic cffice.

LN N RN

PART 25 « GIFT TAX RECGULATIONS; GIFTS
MADE AFTER DECEMBER 31, 954

Par. 13. The suthority citation for Pan 25 continues ©
read i parv:
Autbority: 26 USAC, 7805, » o »

Par. 14, In section 25.2523s)-1. paragraphs (aX2} and
X1 are revised 10 rad a3 [ollows:

SECTION 15.2822(a)-1 CHARITABLE AND
SIMILAR GIFTS; CITIZENS OR RESIDENTS.

e

{2} Any corportiion, frust, commusity chesy, fund, or
foundrnion i mimvciy for
religicus, chantable, scientific, lwmrsry, or educational
purposes, inciuding the sncouragement of am ad the
"'”““*%” oot 1 orpariaton imires 1o the peneft of
the net invires 1o it o

privass shareholder or isdividual, if i i aot
éxsquahﬁed for ax exemption ander section S01(cX3) by
eason of o influsmor legisistion, and if, in the
cmwmmmmsh 1969, it does not
participae in, of intervens in (including the publishing or
distributing of statements), any polineal campsaign on
Wﬁummwwmmm@

LR N R R

{h}a‘!

(23 It must not be disqualified for tax exempion under
section SOHOND) by messon of amempdng o influence
legislution.

L AN BN
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PART £3 « FOUNDATION AND SIMILAR EXCISE
TAXES

Pur. 15, The mthority citttion for Part 53 continues to
s |9 pat:

Auhority: 26 US.C 7805, % v »

Bar. 15, Section 52.4543.2 is amended a5 followy,

1. Paragraphs (a)1). (a¥2) ard (@) 5K1) are revised to
read a5 et forth below, and paragraph (aXS)E) is
[y 3327237 7+ 34 )

. Paragraphs {236} and (a)(7) are added as set forts

belaw;

ta

3, Paragraphs (B and (2] ave removed and reserved.

. Parsgraph () 1)) is revised to read as sot fonh
i,

A Paragraph (¥ 10D is revised 0 read as set forth
below,

4. in paragraph {d} Diiv), the last sentence is revised
10 read as e forth below,

7. Parsgrsph (d)(1 )(v), EXAMPLES., is redesignated
as parmgragh () 1) viil, Examples (4) and (3} are
revised, and new Examples (22 through (12} are
added, 16 read as set forth beiow,

8. New paragraphs (831 Xv) and (X1 YvD) are added.
0 readd as set forth below,

9. In paragraph {dW 2312, sew Examples {4) through
{71 are added to resd as st forth below,

10. Paragraph (344 i revised 1o read as set forth
below.

SECTION 53.4945.3 PROPAGANDA INFLUI."JCING
LEGISLATION.

(a) PROPAGANDA INFLUENCING LEGISLATION,
ETC. - (13 IN GENERAL. Under secton 4945{dK1) the
o “taxable sxpenditure” includes any amoum paid or
incurred by a private foundarion w carry on propagands, o
otherwise 1o attempt. to influence legislanon. An
expenditure is an anempt to influence legisiaton if i1 is for
4 direct of grass roots lobbying communication, a3 defined
in secnion 364911.2 (withoyd refererds 1o sections
56.4911-2(0% 3 and 56.4911. o)) and section $6.4911-3.
See, bowever, b (d) of this secron for excepeions
w0 the general rule of this paragraph (X1 L

{33 EXPEND £  FOR MEMBERSHIP
COMMUNICATIONS. Section 56.491i- 35, which
provides special rules for electing public chanties’
communicatons with their members, does 0ot sppiy o
privmie foundanons. Thus, wheder & private foundation's
communications with its members (sasuming it has any)
are lobbying commuications is determined solely under
section  56.4911-3 wnd without reference 1o section
5649113, Howover, where a private foundsstion makes &

&

grant 1o sn clecting puhhc charity, section 34.4611.5
applies 1o the elsctng i ChanTy's communications
with ith own mevnbers, in the limid contexs of

desermining whether & private foundation's grant 1 an
clecting public chanry 3 o taxsble expenditure under
seotion 4943, the section 36.4911.%5 membership rules
apply. For exsmple, if the gram is specifically sarmarked
for a commumication from the siecting public chanty 1o its

members snd e communicstion is, because of section -

36.4911.3, 3 noniobbying communication, the grant is not
2 mxable expenditure ynder section 5543,

FR I

.

(S}C}RANTS?QPUBLJC ORGANTZATIONS - zm‘i
GENERAL. A prast by & private foundstion o "
descnibed in section S0M(a) 1), (23, or {3} does
not contitute & rable axpenditure by te foundation
undcr section A945(d), other than under section 4945{dX1),
zfﬂmmbymmvmmmummwm
be used for any Wiivity described in secdon 4943¢3K 3 or
{5}; i3 not exrmmrkad 10 be used in 2 manner which wosid
viclate wection 4545(dX3) or (4), and there does not exist
an agreement, ol or written, whereby the grantor
foundmion may cause the grantes to engage in any such
prohibited activity or 1o select the recipient o which the
gramt is to be devoted. For purposes of this
{8X3Xi). & grant by & private foundation i earmarked if the
ZIENL 5 given PUrSURI 10 an agreement, oral of wrinen,
that she grant will be used for specific purposes. For e
expenditure responsibility requirements with fespect o
orgamizations other shan those described in section
S0P LY, {23 or (3), see section 51.4945.5. For rules for
detzmanmg whethar granty 1o public charities are taxable
sxpenditures under section 4943{d¥1). sce paragraphs
{852}, (aX5) and (£} of this section.

WA

(63 GRANTS TO PUBLIL ORGANIZATIONS THAT
TG INFLUENCE LEGISLATION (i)
Gm SUPPORT GRANT, A general support grant
by & private foundation to an on described in
seevon 309X i) (3% or (3} {& “public chanty” for
purposes of paragrapis (a)(6) #nd (7] of tis section} does
ot coustitute & aaxabie eapenditure  ynder  wection
4945(d% 1} 10 the extmar thar the granc is aot carmarked,
withinn e meaning of section 53 494 5. i X 51}, 10 be
used in &n stteme o influence legislation. The preceding
sentenwe sppiies without i whether the pubizc
charity has made the election under sextion 501 (k).

(i) SPECIFIC PROJECT GRANT. A grant by a private
Toundation © furd & spesific ;wmt of & public chaniry is

not & taxable expendinure by the foundasion under section
4A545{d X1} 15 the extert that
{A) The gram is not carmarked, within the mesping of

secrion 33, 49&6»2{:){&‘){5), to be ssed in an anempt ©
mfivence legisiation, mnd

{B}‘!‘hemdibem:ogeﬁmmﬁtmrm
by the sxew private foundsrion for the same peniect for the
same yost, &ummm for the

year of the groa, by the grantee for activities
ﬁmwmammmmmmﬂmﬂegzm
!f:bumukxmﬁmmym the preceding
sentence applies 10 2ach year of the gram with the smount
of the gram mesured by the smount acruaily disbursed by
privatt foundation iz each yeay or divided equaily
berween years, st the option of the private foundasion. The
same tneshod of the annusi amouwrs must be
{aXHKIN
applies without regerd to whether the public chanity s
made the election under section 3 (R},

(i} m UPON GRANTEES BUI)GE‘I" For
purposes of determining the amount Iudgeed by 2

(a)(ﬁ)(ii) of this section, s private foundation may reiy on
budger documents oF mmm supqai:;g by
the grantee R statement by &

wﬁa{ ar Wa{ such graniee
ormm}mmg pposed budget of ihe specific
project, unkess the private foundstion douba of, in light of
all the lucts snd cmmm miy showild douht
the accurscy or reliability of the docurneniy.

ighligitts & Docnments, Aagust 31, 199¢
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{N GRANTS TO ORGANIZATIONS THAT CEASE
TO HE DESCRIBED IN $GHex3) ~ i) NOT TAXARLE
EXPENDITURE: CONDITIONS. A grant 10 a pubiic
charicy {as defined in paragraph (aX8)i) of this section)
that thereafeer Ceases o de an organizasion deserbed in
section SOifc¥d) by resson of s anempts 1o influence
legisiarion is not & mxable expenditare if ~

(A3 The grant mests the requirernents of paragraph
{3141 of tus section, .

(B) The migii:m organization had received a ruting or
determination laner, or an advance raling of determination
fetter. that it is described in secrions 30Ha¥ 3 and 50%a),

{CY Netigs of 3 change in the cecipient organization’s
staws has not bean made w the public {such a3 by
pubtization in the Intermal Revenue Belimin), and e
privare foyndation bas not acquired knowledge that the
Intermal Revénue Servide nas given notice 1o the secipient
organszation that it will be dedeted from such status: and

(1) The recipient arganization is noc conmrolled direrty
or ingirectly by the pnvate foundation. A recipient
organization is controiied by & private foumtation far this
purpsse if the private Toandation and disgualified persons
tdefined in section 494&a¥ XA through {3); wih
refergnee 10 the privae foundation, by aggregating their
vOIes OF positions of authority. can cause or prevent action
on legisiative issues by the recipient,

(it} EXAMPLES. The pruvisions of pamagraphs {al(8)
and {al7) of this section are jflusrated By the following
exampies: .

EXAMPLE (1), W, 2 private foundation, makes a
general support grant to Z, 2 public chariry deseribed in
section 309Ky Z forms W othat ax an insubsianital
porsicr of U5 wetivities, £ amempts 1© influence the State
legistature with regasd 10 changes in the merdal heaith
laws. The use of the gramt is not earmarked by W 1o be
used it A manner that would viciate section 943NN
Even if the gram is subsequently devoted by 7 1w us
legisiative activities. the grart by W is not @ taxable
expenditure under section 4345(d).

EXAMPLE (25 X. s privae foundation. makes 2
specific project gmat 10 Y University for the purposs of
conducting research on the porentind environmental effects
of certain pesticides, X does not sarmark the grant for any
purpose thst would. violste section 494%(dN 1) snd there is
ae arsl or wrifien agreement or understanding whereby X
may cause Y 10 engage i any activity described in section
A943(4X 1), (2), or (31, o 10 select any recipisnr 1o which
the grant may be devared, Funther, X determmnes, based on
budget informarion supplied by Y, that Y's tudget for the
project does not contein any amount for attempns o
influence logisianion. X hax no resson o doubt the
accuracy or reliability of the uiget information. Y uses
most of the funds for the research project however, Y
experids 2 pordos of the gramt funds w0 send 3
representative & tesiify st Congressional hearings on a
specific bill serain peshicide control measures.
The portion of the gramt funds expendsd with respect 1o the
Congrexsional hemrings is ot tremted a5 a2 axable
expenditure by X under section 4343(8X 1},

EXAMPLE (J). M, ; % fw;ndnm; makh:sn ]
specific project grant of 31 to P, a publie charity
described in section 509N 13, In rexquesting the grant from

M. P stated that the total budgeted cost of the progect is |

5200000, snd that of this amownt 320.000 is allocaed w
antempes &6 nfluenee iegisiation related o die projest, M
reiies on the dudges figures provided by P in determining
the sswount P will spend on influencing legislation and M
has 1 reason 10 doubt the accuracy or reliability of Ps

Highlights & Documents, Angust 31, 1990

budger figures, In making te grant. M &id nor earmg
mem_mwgyvﬁwhemmmmﬁz
influence legialation, M's grant of $150.000 s P wiy oot
constinvie & axable expendinre under section 4948(dx 1)
because M did ros earmark any of the funds for anemps 1o
influence legislation aid because the xmount of s gram
($150.0001 does nor exceed the amount alocated to
specific project activitiey that ane 1ot anems 1o influence
legisiation (S200.000 ~ $20.000 = $186.0001.

EXAMPLE (4. Assume the same facts as in example
(3), except chat M's grant Jener (o P provides tiat M has the
nght 10 renegotiate the terns of che grant if there i5 2
substantial deviaios from those tenns. This additional fact
does not make M's gramt 2 taxabie expesdimre under
setion 4945¢dX( 1)

EXAMPLE (3), Assume the same facts a8 in example
{33, oxcept ther M made 4 specific project grani of
$200.000 10 P. Farr of M's grard of $200.000 will constiture
3 wxable expenditure under section ARISHAW 1)L The
amount of the grant (300,000 exceeds by $20.000 1he
amount P allonaed W specific promar setivines that are not
anempts 1@ influence Izgislation ($180.000% M has made 2
taxabie expenditure of $20.000.

EXAMPLE (6). Assume i same facts as example (1),
except that M made a specific project grant of $i85.000,
and received foms P an snforceabie consmiment thar grant
funds would not be used in connection with stiempts 1
influence legislation. M's grant is not 2 aaxsbie expenditune
under secrion 4345(dX ).

EXAMPLE (7). Assurne the same faces a5 in sxample
{3} excep that M dirncred P w hive A, an individual. 30
expend $20.000 from the grant 1o engage in direcs lobbying

. (within the meaning of section 56.4911-2{b)3 and grass

rocts lobbying (within the meaning of section 384911
e P does not expend sy other grant funds for lobbying
actvities, The 320000 that is exrmarked for direst
lobdaying and grass rocts lobhying is a taxable sxpenditure
under section 4945dX1).

EXAMPLE (R}, K. a public charity described in section
309(aX 1), requesied N, s private foundation. o make 2
gcmﬂw&uxwinoﬁd&inmgingau:iw
exempt purpase. tn making this request, R notified N that
it had clected she expendinie st uader section 3ih: ang
chat it expected to stteept w0 influence legislation in sress
reisted 1o it Since ns fmlé:? R
genemaily has had exempt purpoge expendinires {as defined
in mt:ai 35451 1.4} in excess of $7.000,000 in each of ir's
isxable years, and fas budgeted in excess of 37,000,000 of
Exsmpt purpose expendinires for the year of the grant. N
e & g of $200.000 1o R. N did nox samark the
funds for R's suempt 10 influence legislation. The genersl
purpose grare By N does not constinuie & saxabic
expenditur under section 4945(dX 1}

EXAMPLE (9), Assume the saemne facts a5 in example
(8), excepe thas N leamns s R bas had excess lobbying
sxpenditures (within the meaning of section $6.4911-1{bY
in some prior years. N lso learns that in no year has R's
lobbying or graas roots i {withine the meaning
Cirresponcing saliny tomics_(within” e meanng of
corresporsiing <eiling mmouns {within "t meaning o
werioo LI GBRHeXI) and (6)). N ten makes the grant
10 K. Afer receiving the grant, R spends & large portion of
its funds on influencing legisiation and, &3 3 consaquence,
is demied sxermprion from ikx, &% & Srganization described
in sectiont SGHEX3L under section 3?1{&} PV Y
1.501(h>3. No disguaiified person with reapect @ N
conrolied, in whole or in part, R's antempns 10 anfluencs
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legisimion. The general puspose grant will not constitute @
taxaiste expeniiture wxier section 494314% 13,

EXAMPLE (10} X, & private foundsion, makes a
specific prosest gomnt 1o Y, & public charity described in
section 50%a) s m;wue‘;:ing the grant, Y stated that &
planped to use the %y purchase 1 computer for
purpeses of compatatizing irg research files and that the
zrant will not be used w influence iegisiation, Two years
after X makes the grant, X discovers that Y has also used
ihe computer for purposes of maintaining and updating the
mailing fist for Yy lobbying neéwsletter, Because X did not
warmnark any of the gram funds o be uted for arempes to
influence legiziation and because X had no reason o doubt
tha acenracy o rehiazbdity of ¥y documems representing
that the prant would act be osed 12 influence legisiation,
X'y grant is not rested &3 2 iaxabie expenditure,

EXAMPLE (113 G, a private foundation, makes &
specific projecy grant of $300.000 o L. 3 public charty
descrsbed in seetion SO9(aX!) for & thres-year specific
project studying child care problems. L provides budge
matarial ingicsting thar the specific project wilt zxpend
200,000 in each of three vears, L's budget matenais
indicate that attempts w influence iegisiation will amoun
1 $10.000 in the first year, $20,000 in the second yea: 1ng
$100.000 in the tiitd year, G inends o pey its $300.00
grant over three yesrs as follows: $200.000 in the first
yegr, S50.000 in the second yoar ang $50.000 tn the durd
year, The mmount of the grant actually disbursed by G in
the frst yesr of the gram exceeds the noniobdving
sxpenditms of L in that year. Howesver, because the
amount of the grant ix each of the three vears. wheg
divided equaily among the three vears (3100,000 for each
year, is not more than the nonlobbiving expenditures of L
on the specific projest for any of the three vears, none of
the grast is treated ax a axahie expenditzre under sedtion
LA TG RN

EXAMPLE (121 P, a privere foundation, makes a
$:120.000 specific project grant w O, 4 public charty
described Qo section (1) for a shreomwyear project, P
intendis to pay iz grant 1o C in three equal annusi
instalimens of $40000. C provides Sadget maerial
indicaring thay the specific project will expend 3100000 in
each of three years. (¢ budget masensls, which P
reasonadly does not doubt. indicate thar the projects
attempts io influence legisiation will amount to $3G.000 in
each of the three years. After P pays the firg annual
mstaliment 19 C. dut before P pevs e second instaiimens
o C, reliable information comes to P's ameation thar C s
speat 390,000 of e projecr’s $100.000 Srst-vear budget
on atempiz 0 influence i This afomnanon
causes P 1o doulr the sccurscy and reliabtlity of C's budget
materials. Because of the information, P does not pay the
second-yesr instailment v €. P's paymenr of the first
installment of $40.000 is not 2 taxable expenditure under
saction 4945(4) 1) bucsuse the gyt in the first year is ao
more than the nonlobbying expendituies £ projected in s
budget marerialy tht P ressonably did not doubt

EXAMPLE (131 Assme the suome faces xs in Examnpic
(12}, excepr that P paeys the second-year insullment of
$A0000 i €. In the projcts seoond year, § oXe again
spends $90.000 of the project's $100,000 snnusl budget in
stemgts o influence legisistion. Beocause P doubn or
reasonably shouid doubt the scourecy or reliabifity of O

budget mareriais when P makes e second-year grant -

payrent, Py not ety upon {5 hakiget dJocuments at thag
time. Accordingly. aithough none of the $40.000 paid in
the firet instailment ix » taxabie expenditure. onty $10.000
(100,000 minus $9G.000) of the second.year gramt
payment is not a taxable sxpendinure, The remazming
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320.000 of the second invaiiment is & txable expend:
within the mesning of section 494%4% 1), ¢ e e

m {i4). B. » privm_ foundation, makes &
specific project rent to C, & public charity described in
section S00(a), of 340,000 for the purpose of conducting a
Mudy on the effectiveness of seat bells in proventing miffic
deaths, B did not earmark any of the grunt for anemprs o
nfluence fegisiation. In requesting te grant from B, €
submitted a budget of $100.000 for the projact. The budget
sonuined experses for postage asd maling, computer
me. advertising. consulling services, salaries, printing,
advertiting, and similer caregories of expenses. C aiso
submitted 1o B a suremernt, signed by an officer of C, that
30% of the dudgeted funds would be devoted 6 atempts 10
influence lagishition within the meaning of secticn 4945, B
has no reason o doudt the acouracy of the budget figures
or the smrement. B may rely on twe dudget figums and
sigred siatement provided by C i determining the amoun
C will spend on irfluencing legislation. B's grant 16 ¢ will
000 CONSHINIE & axabie  expenditure - under section
4945{d} 1) because the wnounm of e grant does not
exceed the amount aflocwed o specific presedt seivities
that xre not antempts to influence legisiation,

(1) {Reserved}
i) [Reserved]

£y EXCEPTIONS — (1) NONPARTISAN ANALYSIS,
STUDY., OR RESEARCH -~ {i} IN GENERAL A
somrmunication 15 not & lobbying communication, for
purpases of section 23.45%45-2(aK 1), if the congnunication
consiizuies =ngaging o nongarisan amaivsis. siudy or
resagrch and making aveilable o the genergd public or 3
segment or members thereof or 0 governmental bodies,
officials. or employees the resufts of such work,
Accordingly, an expenditure for such a communication
does ot constitute x xable sxpenditire under sechion
SAUAH 1) and section 33.4945-2(aX 1),

{iiy NONPARTISAN ANALYSIS, 3TUDY. OR
RESEARCH. For purposes of section $945(¢),
"nonpartisar  anadysis, study, oF resesch” means an
independent and objective sxpositien of & parvicuise
subjort master, including any activity thar is "educational™
within the mesning of section 1.530HeX3MHAXI Thus,
”Wh; analysis, sndy, or research” may sg:ocm 2
particyiar position or viewpoint 5o jorg as there s 2
sufficicadly full sod Teir cxposition of te perdnent facts w
enable the public or an individusl w form dn indeperciont
opinion of conclusion. On the asher hand. he mere

presenimtion of cnsupported opinion does not qualify as
“nonpsrtisan analysis, snady, or research”,
LE L B K J

fivy MAKING AYAILABLE RESULTS OF
NONPARTISAN ANALYSIS, STURY, OR RESEARCH.
* ® & For purmposes of thiy (X 1)iv), such
COMMunicAions mey not be limited o, or be directed
towand, persons who are interested solely in one side of 2

icular i

{v) SUBSEQUENT LOBBYING USE OF CERTAIN
ANALYSIS, STUDY OR RESEARCH - (A} IN
GENERAL. Even though certain snslysis, swudy of
research is initially within e exception for nonpartissn
analysis, stady or research, t use of thas analysis,
study or resenrch for grass roots ing may cause thai
sralysis, study of rescach 10 be treated as 8 grass 00
loblyying communication that is not within the exception
for noopartisan snalysis, snidy or research. This paregraph
{EX1X¥) of this section does NOL CRUSE gny AnAlysis, sty
or research 0 be considered & direct  lobbying
cormrmunication, Foe ruies regarding when analvsis, study
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or msemrch iS5 frested Ay a2 aE  o0is  lobbyving
communication that ¢ oot within the scope of the
exception for nonpastisan snalysis, siudy or research, sec
section $6.491 -2V,

(B} SPECIAL RULE FOR GRANTS TQ PUBLIC
.-This paragraph {d¥ 1XvXB) of ihis secsion
spplies where & public charity uses @ private foundation
grant 10 finapce. i@ whoie or in part, # nonlobbying
communication that is subsequently used in lobbying.
causing the public <channy's  expendiwres for  the
cumrnysiication e be mesied 3s lobbying expeaditures
under the subssqusnt use ruie. In such a case, the grivate
fpundiion’s gramt witl ordinarily not be charactorzed a3 2
inbbying expenditure by vinue of e subseguant uss rule.
The only stuations where the prvare foundation’s gram
will be irsared a5 3 lobbying expenditire under the
subsaquent use rule are where the privaze foundation's
pomary purpose in making the grant 1o the publiic charity
was for lobbying or where, ar the tims of making the gran,
the private foundation knows (or in fight of all the facts
and cimumstances reasanably should know} that the public
charity's pnmaty purpose in preparing the communicaiion
tes be funded by the grans is for use in lobbying.

(vit “DHRECTLY " ENCOURAGING ACTION BY
RECIFIENTS GF A COMMUNICATION. A
communicalion thas reflscts a view on specific tegisiation
is not within the ‘sonpanisan analysis. ssudy or research

Coxception  of s secrion  S3.A4S45-2dWi) i ihe
communicalion direcdy sneourages the recipiens w0 take
action with respect 1 such fegisiation, For purposes of this
section, a communication direcily sncourages the recipiam
to 1ake acHon with  respent o legislation i the
communication is_deseribed in one or more of seetion
$6.4911- 2bM2UiHAY through (€ Az deseribed m
secrion 364911, JHBXIXiv), 4 communicalion would
encourage the recipient © mke action with respect 1o
legisimion. but not DIRECTLY ercourage such sction, if
the communicaion does no mors than specifically identify
one of more legisiators who will vote on the legisiation as;
oppasing the commuonication’s view with respest io the
legistaison: being undecided with respect 16 the legislation:
being the recipient’s represemative in the legisiawure; or
being & member of the legislative commiinee of
subcomninge tha will consicer the lagislarion.

{vii) EXAMPLES ®*» :

EXAMPLE {4}. P publishes 2 bi-monthly newsiener o
collect and repory all published maserials, ongoing
rescareh, and new developrmems with regard to the use of
pestivides in mising crops. The newslester xiso inchudey
notices of proposed pesticide iegisiation with impastial
summanes of the provisions #nd debmies oa such
lsgistation. The newsletter does R € reCipients 10
fake action with respect 1 such legisistion, dut is designed
to preseqt informstion o both sides of the legislative
controversy and doey present such information fully and
foirly. It is within dw sxception for nonparisan analysis.
siudy, or research,

EXAMPLE (51 X is satisfied that A_ 2 member of the
faculey of Y University, is exceprivasily well qualified
uoderiake a project involving # comprebensive siudy of the
effects of pesticides on crop yields, Consequently, X
makes & grant 0 A m underwrite the cost of the study and
of the preparation of a book on the effecr of pesticides on
arop yickds. X does not teke gry position on the ssues ot
comrol the content of A's ourput. A
cenciades (e the use of pesticides often has a favorsbie
effect on Cvop yields, and o that basis &5 against
pending bills which would ban the use of pesticides. A'g
book contains ¥ sufficiently full and fair exposition of the
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a ook which

pestinent facts, including known o patentisl disagy

of the use of pesticides. (o easble the public Vo
individual to form an OPInion or conclusinn g
to whether pesticides should be baned a5 provided in rhe
pesaiing Bills. The ok does not disecty COUrAge
remders 10 ke sction with respect © the pending biils.
Consequently, the book is within the exceprion for
PONDATSAR Anaiysis, study, or research.

€
L

EXAMPLE (8). Qrganization Z researches, writes,
prints wnd dismbutes 3 study on the use and effects of
pesticide X, A bill is dendiag irt the ULS, Senate 10 ban the
use of pesticide X, 25 study leads 1 the conclusion that
pesticide X i3 #xtremely hattvifil and that the bilt pending
m the ULS. Senute 13 an zppropriaie and much needed
remedy o solve the probloms caysed by pesticide X, The
study contains a sufficiently full and fair exposition of the
pertineat facts. including known or potensial advantages of
the use of pesticide X, 1o enable th public or an individual
to fonnt an independent opinion of comclusion a3 w
whether pesticides should be banned as provided in the
gersding bills. In ity snalysis of twe pending biil, the siudy
aamEs cenain undecided Senators ont the Senate commities
coasidernig the bill. Aldhwough the study mesy the three
par: iest for determining whether 2 commenication is a
grass roues lobbying communicsiion, the study is within
the exceptivn for nonpartisen sralysis, study or mesearch,
because it goes nox directly encourage recipienis of the
sonumunication o urge 1 legisistor o sppose the bill,

EXAMPLE {9). Assumoe the same facts as in Example
{8). except that, afier stating support for the pending bill,
the study concludes: “You should write to the undecided
commitiee members 1o support this srucial bill.” The study
i3 not within the axception for nenpartisan analysis, sugly
ar research because it directly encoarsges the recigients t
urge a legisiztar 1o supporn a specific pace of legislation.

EXAMPLE (10). Organization X plans to conduet a
lobbying campaign with respect o illegal drug use in the
United 3tates. It incurs $35.000 in expenses o conduct
research and prepare an exiensive repont primaniiy for uge
it the lobbying camipaign. Although the demiled repont
discusses spemific pending legisiation and resches the
comciusion that B Iegisiation would reduce illegal drug
uss, the pomsins 4 sufficiestly full and fair
exposition of the pertinenz faets (o enable die public or an
individusl 1o form an indeperient conclusion regarding the
effect of the legisiation. The report does not encoursge
readens (o contact legistators reganting the legisistion.
Accondingly, the report does nod, in and of itself, constitute
s Jobbying communicaiion

Copies of the teport are svailable to the public at X's

office, dut X doex not actively dismibuss the repon or

atherwise soek 1o make the contenty of the report available
10 the genersi public. Whether or not X's distribution is
sufficienm 10 meas the requicement in section 331.3%4%
A 1IKiv) that & i communication de made
available, X's distribution is not substantal {for purposes
of secsions S3AME-HUININYY snd 36.49) 120830V} s
lighn of all of the facts and circumstances, including the
normal distribution pateern of similar NONPRITISAT FEPOMS.
X then wails copies of the report, slong with a lerter. 10
10000 individusis on X'y mailing list. In the lener, X
requests than individuals contact legisiniors urging passage
of ' lcgislation discussed in the report. Because X'y
Mxﬁmmw{yum&m&yx for
loblrying and X did ox make & substancial
distibution «f e repors {(without an  accompanying
lcbbying message} priof [0 OF Soatemporaneously with the
use of the repart in odbying, the report is & grass rosts
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iobbying covmnunication that s net within the sxception
for nonpartisan analysis, sudy or research. Thus, the
sxpenditures for preparing and mailing ixxh the mpon and
the iester are taxabie sxpenditures under section 4545,

EXAMPLE {11}, Assume the same faots a5 in Example
{10}, except that before using the report in e lubbying
campaign, X sercds the research and report (without an
accomparnyviog fobbying message; to gmvensiics and
newspapers. Al the same time, X also advenises the
availability of the report in irs newslerter. This dismbunion

s simitar in seope o e nommal diggibution pattern of
sirtiiar nonpasisan repons. In light of alt of the facis and
cirgurmstances. X's dissribution of the report is substantial,
Because of Xt subsiantial distribution of the meporr, X'y
onamary purpsse will be considered o be gther than for use
in iobbving and the report will mot be congidered 3 grass
roos lobbying communication Accardingly. only e
expenditures for opying and mailing the repont 1o the
10,000 isdividuals on X's mailing list as well a8 for
prepaning and mailing the lewrer, sre sxpendiures for grass
roots iobbying communications, and are thus taxable
expenditures under section 4945,

EXAMPLE (12). Ocganization M pvs for a burmper
sticker thai reads: "STOP ABORTION: Vo NO on Prop.
X" M alsa pays for & 3-second television advertiserment
and a billbosrd thar similarly advocate opposition to Prop.
X. In lighs of the limited scope of e communications,
none of e communicanons i within the exgeption for
nonpanitan analysis, study or research. Firg, none of the
comMgnications rises 1o the level of analysis, swdy or
research, Second, none of the communications ix
nonpantisan because none containg 2 sufficiendy Rli and
fair expasition of the pertinent faces © engbie the publdic or
an individual o form an  independent opinion or
corclusion. Thus, each communication i3 a |obbying
communication,

(2) TECHNICAL ADVICE OR ASSISTANCE - (i) *

*hBhw

(I EXAMPLES = »» ’ .

EXAMPLE (3}, In respoasz 1o @ telephone inquity from
Senator X's waff, organization B sends Senntor X @ report
conclixiiag e he should not advise wd consent
10 the nomination of 210 serve as & Supremes Court Justics,
Because the request was not in writing, and also becayse
the request was nat from the Senae iself or from a
commitiee or subeornmittee. B's report is not within the
scope of the exception for responses 10 requests for
technical advice. Accordingly, B's report is a lobbying
commanicarion unless the repart is within e scope of the
exceprion for nonparntisen anaiysis, study or resesrch,

EXAMPLE {(6). Assume the same facts as i Example
{3}, except thar B's repoer-is sem in % & wnnen
request it Senstor X sends w0 B reguest from
Senator X i3 & recumst from the Seastor as an individual
member of the Senate rather than from the Senate iself or
from & committee o subcomminee. Accoriingly, B
report is e within the scope of .the tion  for
FESPOnSEs 1o roquests for technical advice and is a iobbying
communication unless the report is within the scope of the
exception for nonpanisan aralysis, study or reseanh,

~EXAMPLE (7). Assume the sarme facts a8 in Exariple

(6], excep that I's repxat is sent in responss 10 & wiillen
request from the Sesate comminee it is considening the
nominanion for v evalustion of the nominees legsl
writings and 3 recormmemndation as 10 whether the candidare
is or is not qualified 1o serve on the Supreme Coun. The
repor is within the scope of the exception for responses 1o

2442

requests for wchuical advice sng is 500 & lodbying
scomnunication
LR BB X J

4y EXAMINATIONS AND ODISCUSSIONS OF
BROAD SOCIAL. ECONOMIC., AND  SIMILAR
PROBLEMS. Examinstions and discussions of broad
social, econcemic. and similsr problems are weither direct
lebbying communications under section J6.4911-2(bx1)
nor grass roots lobbying communications under zection
56 4911-2BX2) even if the problems ars of the type with
which government would be expected 1o deal ultimacely.
Thus, under sections 36.4911-2(bX1} and {2}, lobbying
communications do act include public discussion. or
communications with members of legislative bodies or
governmenmal employees, the general subjeet of which s
aig the subject of legisiation before a lefisistive dody, so
long a5 such discussion does not address sseall © the meris
of ¢ specific Jegislative propotal amd 30 long a8 such
discussion does not directly encournge recipients e ke
action with respect 1o legislation. For example, this
paragraph (d}4) excludes from grass roots lobbying under
section %6.4911.2(0X2) an organization’s diseussions of
probiems suclt as environmental potlunion or population
gmwth thas are being considered by Congress and varicus
Suate legishuuanes, bor only where the diseussions are not
direotly addressed 1 specific legisimion being considered,

T and onty where rhe discussions do not diresly srcourage

recipieny of the conprunication 1 conladt & legisiaior, an
employor of & Jegisintive body. or & govemment official or
smployer who sumy peticipate in the formulasion of
b A "

Par. 17, Pare 36 is sdded 1o read s follows: -

PART 56 - PUBLIC CHARITY EXCISE TAXES
Sec.

56.491 1.0 Outline of regulations under section 4911,

3649111 Tax on excess lobbying expenditures,

56.4911-2 Lobbying expenditures. direct lobbying
" ntions, and grass roots lobbying

56.4911-4 Exemnpt purpose expenditures.
36.491 1.5 Communications with members,

56.4911-6 Records of loblyying and grass roots
expendinges.

36.4911-7 Affilisted group of organizations.

56.491 1.8 Excess lobbying expendituras of affiliaed
group.

3649118 Apptication of section 301(h) to affilisexd
Froups of organizations. )

56491 110 Mexnbers of » limited affilisied group of

vy

$6.6001-1 Notice or regulstions requiring records,
stasements, atwd special retums. . .

56.6011+1 Geneual requirement of return, staement, or
ligt,

AUTRORITY: 26 US.C. 7808, Sec. 3649117 dlso
issued under 26 US.C. 911N
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SECTION 3645119 QUTLINE OF REGULATIONS
UNDER SECTION 4311,

Immediately following is an outline of the regulations
under section 4311 of the Internai Revenue Code relating
g an escise tax on tlecting public charities’ excess
lobbying expenditures.

SECTION 5649110 OUTLINE OF REGULATIONS
I/NDER SECTION 4511,

SECTION 56.4911-1 TAX ON EXCESS LOBBYING
EXPENDITURES.

{a} In general;
(b) Excess lobbying expenditures.

{cy Nontaxabls amounts.
(1} Lobbying nontaxable amount,
(21 Grass roots aomaxable amount.

{d} Examples.

SECTION 56.4911.2 LOBBYING EXPENDITURES,
DIRECYT LOBBYING

COMMINICATIONS, AND GRASS ROOTS
LOBBYING COMMUNICATIONS,

(@) Lobbying expenditures.
{1) In gepernl.
{2} Overview of sectinn $6.491 1 and the definidons
of "direct lobbying communication” and “grass
rocts lobbying communicanon’,

{b} influencing legislation: direct and grass root
iobbying communications defined.
{1} Direc: lobbying communication.

o3 Crass moois lobbying communicaton,

{3} Exceprions 1o the definition of influencing
legisiation. ,
(4) Exampies.
{5 Special rule for certain mass media
advenisements.

(e} Exceprions to the definitions of direct lobbying
comumnication and grass roots lobbying
communicarion,

{i} Nonpartisan snilysis, study, or research

{"} g:mamtwns and discussions of broad seeial,
econnmmic, and similar problems.
(3} Requesis for rechnical advice. ,
{(4) Communications pertaining to “self-defense” by
the organization,

(d) Definitions.’
¢ 1} Legisiation,
{3 Action.
{3 Legisiative body.
{4} Administrtive bodies.

SECTION 56.4911.) mmnmss FOR DIRECY
AND/OR GRASS ROOTS LOBBYING
COMMUNICATIONS.
(a) Definition of term "expendinyres for™
{1) In general,

{23 Allocation of mixed expenditures.
{31 Allocation of mixed m

{5} Exampies. '

¢ Corain mansfers reated 1 lobbyving expenditures,
{1} Transfer eatvmried for grass roots purposes.
{2} Tramsfer earmarked for direst axd grass roots

ing.
(3} Cergin transfers to noncharities thar iobby.
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SECTION 56,4911 4 EXEMPT PURPOS
EXPENDITURES, £

(a8} Apphcarion.
(b) Inzluded expenditures.
{¢1 Bxcluded expenditures.

{d} Cenain transfers troated a3 exemip! putpose
expenditures.

{e) Transfers not exempt purpose expenditores,
{f} Dwfinitions,
(g) Exampie,

SECTION £6.4911-8 COMMUNICATIONS
WITH MEMBERS.

{a) In geaeral,

b} Conumunications (direcred only 1o mambers tha
are not jobbying coramunicarions,

{c3 Communications (directed only 1 members) that
are direcs lobbyving communicstions.,

{d) Communications (dirscted only {0 members) thay
are grigy roots lobbying communicarions,

(e} Wrinen communicarions directed w members and
NOKEREMDEes,
[ég Igzm lci'aby neoUray
£ irg dieectly e L+
{3 Grass roots expenditure if grass coots lobbying
divectly sncoursged.
{4} No direet encouragemnent of direst lobbying or
of grass roots 33&:2}3{;9;‘

© {) Definitions and spm;ai rules,

{1} Member. gereral ruie.

{2} Metitber: special rule,

(3) Member: affiliated group of organizations,
(4) Member: timited affiliated group of
OrganiIaIions,

{5} Submeriber,

(6} Dirextly encoursges.
af sl diseribution.
{8} Ressansbiv sllocmtion niie,

SECTION 56.4911-6 RECORDS OF LOBBYING AND
GRASS ROOTS EXPENIITURES.

{a) Records of lobbying expenditures.
{b) Records of grass roots expendivires.

SECTION 56.4911.7 AFFILIATED GROUP OF
ORGANIZATIONS.

{a} Affiliation betwers rvo organizstions.
{1} in general.
123 Organizativns noy described in section
301y 35
(3) Action on legisinive istues.
(b) Interlocking governing boards,
(2) Majoiy
Ty OF QUOUITL
f3} \fom required ynder goveming instniment o7

(ﬁmmmmﬁmzma 18% of

53] Repsmim

(¢) Goveming insmuonent.

id) Three or mom crganizations affitisted.
(1) Two controiled organizations affiliated,
{2} Chuin tute.
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(2) AffYismd group of Grgenizations.
(1) Defined
{2) Multipie mwrsbership,
{3} Taxable yexr of affilinted group,
{43 Electing member organization.
{5) Election of memnber's year as group’s taxable
year.

{3 Examples.

SECTION %6.4911.8 EXCESS LOBBYING
EXPENIHTURES OF AFFILIATED GROUP.
{a) Applicadan,
{b} Affiliated group treared 45 one organization,
{¢} Tax imposed on &xgess iobbying expenditures of
affilisted groug,
£y Liabilicy for tax.
{13 Electing orgsnizations,
{2} Tax based on sxcess lobbying expendinuees,
{33 Tax based on excess graas o018 expendiiures.
(4} Tax Dased on exempt purpost sxnendinres,
{5) Tanzbie vear for which liabie.
(&) Organization a member of more duan ooe
affiiaved group.
i¢} Pormer member organizntion

SECTION 56.49%11.9 APPLICATION QF SECTION
5a1¢H! TO AFFILIATED GROUPS
OF GRGANIZATIONS,
(a3 Scope,
(b) Determinusion required.
{c} Member organizations that gre not siecting
arganizations,
{d) Filing of information reluting to sffilinted group of
organizaticas.
{1) Scope.
{2} In goneral.
{3} Additional inforynation required.
{4} information required of sigeting member
OrgeniZALOn,
{z} Example.
{f) Cross reference.

SECTION %6.4911-10 MEMBERS OF A LIMITED
AFFILIATED GROUP OF ORGANIZATIONS.
{3} Scope.
{b} Members of limited affilixted group.
{¢) Controling snd consroiied organizations.

{d}{zﬁ;cpemﬁm of coesrolling ovgenization.

(2 &mm’ for direct lobbying.
{3) Grass o sxpendisures.
(4) Exempe purpase sxpenditures.

{¢} Expenditires of contiolled mesmber,

{fJ Repores of members of Himited affiliated groups.
(1) Controfling member organiztion’s additional
infoemarion on annual returs.

{2} Reporn of controlling membders to other
roevnbers,

(3} Repons of controlied member organizations.
{g) Nationai jegislative ixsues.
¢hj Exampies.

SECTION $6.6001-1 NCGTICE OR REGULATIONS
QUIRING RECO ?
§‘§§ gmgnammm

{») In generxl.
{1} Cross references.

SECTION 58.6011-1 GENERAL UTREMENT
RETURN, STATEMENT, OR ug'rm oF

SECTION %6.4911-1 TAX ON EXCESS LOBBYING
EXPENDITURES.

{a) IN GEMERAL. Section 45112} imposes an excise
mx of 23 percent oa the excuss lobbying sxpendinres ias
defined in parsgraph (b} of this section] for a taxable year
of an organization for wiich the expenditure test sisgtion
under sepxion 301ch) is n effert {an “siocung public
charity™). As eiecting public charity's annusi fimit on
expenditures for influencing legisiation {i.0., the wmount of
iobbiving expenditures on which 1o X i3 due) 18 the
lobbiying noamxable amoust or. o expenditures for
influencing legislation dwough grass roots fobbying, the
grass roots nontaxable amount (see paragraph (¢} of this
seerion). For ruies conceming the spplication of the axcise
wx imposed by sectivn 49)1{a) 16 the members of an
affiliktad group of izati {as defised i section
36.491 1~ 7ie)), see soction 56491 1.8,

() EXCESS LOBBYING EXPENDITURES. For any
wxasble year for which the expendinire wst cloction usiey
secrion 301(h) ix in effect, the amount of an siecting public
sharnity's excess lobbying expenditures is the gresmee of -

(i} The smmoum by which the arganization’s ing
expenditres {within the mesning of saction $6.4911.2(s))
excend the organization’s Jobbying nontazable amount, or

{23 The amowy by which 1iye OrgaziIZaions grsss 1ooss
expenditures {within the meaning of sections 58,491 {.2(a))
exceed the organization’s grics rooty hontixable amount

{c) NONTAXABLE AMOUNTS (1) LOBBYING
NONTAXABLE AMOUNT. Under section 491 1(e)( 2}, thie

" iobbying nouwmxable emount for any wxabdic year for which

the expewdinire tost slection is o effect is the lsaser of

(i) $1.000.000. or

{11} To the extent of the electing public chariry's sxempx
parpose {within the ing of section
58.4511-4) for that yesr, the sum of 20 percent of the first
$300.000 of such expenditures, plus 13 percent of the
wecond 3500000 of sch expenditures, plus 10 percers of
the third $500,000 of such expendinires, plus 5 percent of
the rernainder of such expenditures.

(2) GRASS ROCTS NONTAXABLE AMOUNT.
Under sectiors 431 1(e)4), a electing public chm.‘?«‘i fis T
roots nonmtaxabis amount for eny txable year is 25 percent
of its lobbying nootaxaiie oyt for that year,

{(d} EXAMPLES. The provisions of s section e
ilustrnd by the sxmmpies i section 1.501(k}-3.

SECTION 36,4911.2 LOBBYING EXPENDITURES,
DIRECT LOBBYING COMMUNICATIONS, AND
GRASS ROOTS LOBBYING COMMUNICATIONS.

() LOBBYING EXPENDITURES - (1) IN

charity's  fobbying
sum of its expendirures
lobbying communicaions
{"direct w%mma‘a plus s experdditures
dyring that year for grass yuoks lobltying communicacons
{"gress roots expenditures”).
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(2} OVERVIEW QF SECTION 36.4911-2 AND THE
DEFINTTIONS QF “DIRECT LOBBYIRG
COMMUNICATION® AND "GRASS  ROOTS
LOBBYING COMMUNICATION™, Parsgraph OXi) of
this  section  defines  the ierm “direct  lobbying
communication.” Paragraph (B)(2) of this secton provides
the general definition of the e “grass roots lobdying
communication.” (BUt alse see pangraph (bK3) of tis
section {ypecial rebumable presumption regarding certam
paid mass media comumunications) and section 384911-3
ispecial.  more  lenient.  definitions  for  cenain
commminications from an electing public charity o its bona
fide membery). Paragraph ¢B)i3) of this section lists and
crossereferences vanous sxsaptions to the definmions set
forth in paragraphs (BW1) and 12} ¢the text of e
esceptions. along wih relevan definitdens and examples,
is generaily set fonh in paragraph (). Paragraph (B4} of
this section containg numemus sxamples illusirating the
appiication of paragraphs (b)(1), {2) ang £31, As mentioned
above, parsgraph (hX 51 of this section sets forth the special
rebuttabie presurnption regarding a limited number of paid
mass media communications sbout highly publicized
legislation.  Paragraph ) of this section  conmins
definitions of (and examples illustrating) various wrms
used in this secrion.

(0} INFLUENCING LEGISLATION: DIRECT AND
GRASS ROQTS LOBBYING COMMUNICATIONS
DEFINED - {H DIRECT LOBBYING
COMMUNICATION « (i) DEFINITION. A diny
lobbying communication is any ameniy o influsnce sny
legistation through communiaton with:

(A} Any member or employee of 3 legisiative body; o7

{B} Aay govemmest official or emplayee {other than a
mernber or employee of a legislative body) wio ray
paricipate in the formalation of the legislation, but ondy
the grincipal purpose of the communication is ¢ influence
legisiation.

{it REQUIRED ELEMENTS. A communication with &
legisiator or government sfficial will be ested as 4 direct
lobbying communication ander this seedon 364911
YL L e only if, the commamicstion:

{A} Refers t0 specific legislation {see pangraph (dX 1}
of this secrion for & definition of the teny “specific
iegislation™}; and

(B} Reflects & view on such legisiation.

(i) SPECIAL RULE FOR REFERENDA, BALLOT
INITIATIVES OR SIMILAR PROCEDURES. Sokdy for

of this section 4911, where s Somumunicstion
refers 10 and peflects & view on 3 moasure e is e
oraure, the pemerad public in the stam ot 1ocauty whers

, the genersi public in the s or ity w
the vote will take plsce constitutes the legisiative body,
and individuai members of the zeneral public are, for
purpcses of this (X1}, iejisiatory. Accordingly,
if such a commu i made 10 one Of PIOTY members
of the general public in M@ st or locslity, e
communication i€ & direcy lobbying communication (uniess
it 15 ponpanisen analysis, souly of resemch (see paragraph
{c)( i} of this section).

{2) GRASS ROOTS LOBBYING COMMUNICATION
~ {1} DEFINITION. A grass moons lobbying mum;m
is any suernpt to inflaence mny legisiation through an
actempr 1o Effect the opinions of the genceal public or any
segment thereof, |

(i} REQUIRED ELEMENTS. A communication will
be trested a3 & grass roots lobbying conununication under

§
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this section 56.49)1- 205X2¥iL) if. but oniy ;
ot 4 H ¥ if, e

{A) Refers to specific legislation (see peagraph
of this section for a dcﬁ%izim of ﬂw% w,pffg{éﬁ
legisiation™x

(B} Reflects a view an such legislation; snd

(C3 Encournges the rucipient of the communication o
take action with respect o such iegislation (see parg
(BIRNiL) of this section for the definition of encounging
the rmeeipient W ke action).

For speeisl, more lenient fules regerding an
crganization’'s communications directed anly or primanily
to bona fide members of the organization. we section
56.491).5, For special rules regarding certam paid mass
medis advermsements about highly publicized legislanon,
see parggraph (BX3) of tis section For special rules
regarding icbbying on refererefa, dallot initiatives and
similar procedures, see paragraph 31 1) of this section.

¢} DEFINTTION GOF ENCOURAGING RECTPIENT
TO TAKE ACTION. For purposes of is section,
ncouraging & fecipisrr 10 wke acrion with tespect io
iegaslation means that the communication:

{A) Swuize thar the recipient should contsct 3 legistator
or an employee of a logisiative body, or should contact any
other  poversment officiel  or mnployee who may
pmzﬁw iz the fe?fmuzzgim of legusintion Byt only if the
principal purpose o contit with the govermmen:
official or empioyee u?u“%m Ztgishticn}.w
(B} Staes the address, telephone numbder. of similar
wm of & legisiaer or an employee of a legisiative

¥i

{6 Provides s petition, mar-off posicard or similas
miacterial for the recipient (o communicate with 3 legislator
o an employee of a legisietive body, or with any other
govermment official or who may panticipate i
the formulation of legisimion fhut only if the principai

of 3o facilimting contxes with the government
i8] or emgioyes is 1o influenee lsgisiation); or

(12} Specifically idenrifies one or more legisiators who
will vote om the legisisdon as: i e
Lornmunication’s view with respect i the legislation: being
undecided with cexpect 10 e legisiation: being the
recipient’s representative in ow legislature: or being 3
mernbey of the egisistive compyitiee or subcommities ik
will consider the legisiation. Encouraging the recipient
ke action under this parsgraph (DX2XNiiXD) does not
include narmang e main sponsorss) of e legisiation far
purposes of identfying the legislation,

{iv} DEFINITION OF ERCOURAGING RECIPIENT
TO TAKE ACTYON, Conmnunications described in one o
more of pensgraphs (BU2X{IXA) tough (C) of this
sertion not oaly "eacaurege,” but also "directly encourage”
the recipient 1o take action with respect 0 i
Communicstions déscribed in parsgraph (OX2XHIXDS of
this section, however, do not directdy encourage the
recipient 1o tke action with respext 1o legisistion. Thus, a
commmunication would encoursge e recipiont o ake
action with regpect i legislstion, ot sot DIRECTLY
encoursge sxch action, if the conumunication does 50 more
than identify oo or more legisistars who will vote on the
legisistion #s: opposing e communication’s view with

. respect t the legisision: being undecided with respect to

the fegisiation: being te reipient’s represestative in the
legislatire; or deing & member of the legislative committes
o sebcommities et will conxider the legislation.
Cormmmumications that socourzge the rexipient o ke action
with respect w0 legislation but that do not DIRECTLY

2445


http:UClP1E.NT
http:cert&.ln
http:pu.rpo.sa
http:publicit.oa
http:releva.nt

IRS DOCUMENTS

egncourage the meipisnt to ke acton with respect w
legisiation may be within the exception for notpertisan
anslysis, study or research (see paragraph (VK1) of this
sections}! and  thus sot be grass  roons  lobbying
COmMuUnIcations.

(vi SUBSEQUENT LCBBYING USE OQF
NONLOBBYING COMMLINICATIONS OR
RESEARCH MATERIALS - (A} LIMITED EFFECT OF
APFLICATION. Even though cenain communications or
research materials are initially oot s roots lobbying
communimions under the general definition set forth n
paragraph (bI(Z)(i1) of this section. subsequent use of (he
communications or ressarch marerials for grass roots
iobbying may cause ther: o be treated 4y grass roows
iobbying vommunications. This paragraph (bH2Hv; does
nt cAUsSe any commmuaications or ressarch marerials w be
considered dirvct lobbying cotrmunications.

(B} LIMITED 3COPE OF APPLICATION. Under this
paragraph (B 2Uv), oniy "ADVOCACY comimunications
or research materials” are potentiaily treamd ay grass roots
lobbying commanications. Communications of research
materials that are aot "TADVDCACY communications or
research matenals” are not meated a8 graas roors lodbying
communications under this paragraph (XK v} "Advy
commameations  or  research  mamsrialy” oare  any
commgrHeations or matgeiais that both refer to and reflec 2
view on specific legistazion bur rhat do mot, in their iniual
format. comain a direcr encouregement for recipients 1o
thke actinn with respect to legisisuon,

() SUBSEQUENT USE IN LOBBYING. When
advocacy compnunications or research  materisls are
subsequently accompanied by a direct zncouragarment for
recipiends 0 take action wah respect to lsgisiation. the
advoracy  coOMMunications  or  research  materials
themesives are treated a8 grass  rocee  Jobbying
gammunications unless rhe organization’s primary purpose
iy undentaking ot préparing the sdvocazy communicaions
ot research marerials was not for use i jobbying. Insuch o
case. all expenses of preparing end dismibuting e
advOCACY COMMUNICEions O research muerials will be
freated a8 grass rools 2xpenditures,

1) TIME LIMIT ON APPFLICATIOM OF
SUBSEQUENT USE RULE The chamiterizavion of
expenditures as grass mous lobbying expenditures under
paragraph (bX2Xv¥XC) shall y only W expenditures
paid less than six months e the fest use of the
advocacy Communicstiond or research mazetials with &
direct SrCOUrAgeMmEnt 10 AT,

(E} SAFE HARBOR IN DETERMINING "PRIMARY
FURPOSE”, The primary purpose of the organization i
underaaking or preparing sdvocacy comumunications of
reasacch materisls will oot be coridersd to be for use in
. lobbying if, prior to or contemporssecusly with the use of

the sivocaty COmMURICAtions or resexrch marerialy wath
the direct encourspemers o sction, the organization makes
2 subsoential ing distiution of the sdvocacy

b o> ) M( .du gz‘edémct
encouragement o action). a digmibunon is
substantial will be determined by reference to ail of the
facts and ciccumstances, inciuding e nommal distribution
patiemn of similsr nonparzisan analyses, studies Or research
by ts and similar organizations,

{F) SPECIAL RULE FOR PARTISAN ANALYSIS,
STUDY OR RESEARCH. in the mse of advocacy
corTmunications  of w mzumm e oot
nonpartisan aralysis, Y OF TOMEIT nonlobbying
distribation thersof will not be considersd “substantisl”

uniess i dizmibution s & least sy exsrssive
loblyying distribution thereef, © e

(() FACTORS CONSIDERED IN DETERMINING
PRIMARY  PURPOSE.  Where the  nonlodhying
distribution of advocacy communications or research
maeniais s not substasrial, all of e facs and
CITCUMAIANES must be weighed to dewermine whether the
OrgERiZALON'S Primary purpos¢ in prepaniog e advocacy
COMMUMCIUSNS Or rOsearch materials was {or use in
lobbying. While not the only factor, the extenr of ibe
arganization's nonlobbying distribution of the adveckcy
ommunications or research materials s particularly
reievant, especially when compared w the extent of their
disibution with the dires sncowragement 0 action
Another parvicularly refgvant factor is whether the
lobbying use of the advocacy Communicaions or research
materiais is by the orgsnization thar prepared the
document, s related organization, or an  unrelated
organization, Where the subsequent lobbying distribation
is made by an unrelited organizanion, clesr and convinging
evidence {which must include evidence demonstrating
cooperstion or collusion berween the two organizstions)
will be required o esteblish that the primsry purpose for
prepasisg the communication was for use in iobbyiag.

(H) EXAMPLES., The provisions of this paragraph
(Y2 v) are iilustrazad by the following examples: Fap

EXAMPLE {1}, Assume 1 nonlobbying “repont” {thes is
mmmmm@mm«émww
an organsration, but distmbuted o oniy 50 people. The
repoty, in that formet, mfem o and refiecss o view on
specific legisiation but does not gommin s direct
encoursgement for the recipients © ke ation with
respect to legisistion. Two months Insr, the organization
sends the report 1o 12,000 people slong with a lerer urging
recipients 10 write their Senarons 1 the legistation
discussad in the mport. Becmuse the report's nonlobbying
distriGuzion is not &3 sx1ensive a8 its lobbying distribution,
the reports soalobbying distribution is not substantial for
purposes of this pargraph  (BX2Xv) Actordingly. the
OFANIZALION’s primary purpose in prepariog (e report must
% derermined by weighing ail of the facs and
ciccumstances.  In light of the redmively muinirosf

ing dismibution ind the fact hat e lobbying

diszribution is by the preparing organization rather than by
an urieisted izazion, and in the absence of evidencs
10 e contrary, the repors snd the fecer sre grass roots
lobbying communications. Assume thet ali coss of

preparing the repory were paid within te six mondu
Wm%m ingly, sii of the
orprnintion’s oxpenxti for mailing the

+
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EXAMPLE: (2). Assume the sume facts 3s it Example
(1), excep that the coss of the repon ane paid over die Two
mmmwlmmm%mmmr
and 3, mﬂmmm peys 3i furfwmed:pmx in
Febeusry, orgsnization pays 3500
&mmmmmi&mm“mam

0 action on 1. Six maathy prior 10

o befors Fearuny | d peail s o s lobing
i & | roXKs ing

s o B e o e e

facts, the subsecquess use e trews only the $50C paid for
1 repon in February as grass roots lobbying expendingres,
{3 EXCEPTIONS TO THE DEFINITION OF

INFLUENCING LEGISLATION, In many cases. &

commnuAcation is 00t & direct or grass roots lobbying
COMRIMUMICHICN, under (b)(l}ntghxzzz*of this
section if it fulls within one of the exceptions ligted in
parsgraph {c} of this ssson Ses pamgnph (X1}
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NONPARTISAN ANALYSIS, STUDY OR RESEARCH;
paragraph (cX2), EXAMINATIONS AND DISCUSSIONS
OF BROAD SOCIAL. ECONOMIC AND SIMILAR

PROBLEMS: (X3, REQUESTS FOR
TECHNICAL ; and  parsgraph  (CH4),
COMMINIDATIONS  PERTAINING 10 SELF.

DEFENSE 8Y THE QRGANIZATION. In addition, see
section 56.4%11-5, which provides special rules regarging
the treatment of cevmin lobbying communications directed
in whole or in part to members of an electing public
chanty, |

{43 EXaMPLES. This pamgraph {bi<) provides
exampies 1o itlustrate the rules see fonh in this sectuan
regarding direct and grass roots iobbying, The 2xpendinue
st election under section 5011 is assurmed to be in offacs
for il organizations discussed in the examples in this
paragrsgn (D)(4). In addition. it is assumed tha: the special
rules of section 56.4911-5, reganding cemain of & public
charity’s comrnunications wsth its members, <o not apply
16 any of the examples in this baragraph (bH4).

* Y HRECT LOBBYING. The provisions of this seetion
regarding direct iobhying commumentions are Hluserared
by the following exampics:

EXAMPLE (1), Crganization P's employes, X, is
assigned 10 approach members of Congress 1o gain their
support for & pending bill. X drafis and P prints a4 position
igreer on the bill, ¥ disiibutes the fener 0 members of
Congress. Additionsliy, X personaliy comtacts severs
mmembers of Congress or iz s1affs {0 seek suppon for Py
position on the bill. The lemer and the personal contacts are

dirgct lobbying communicancns, .
EXAMPLE 2% Qrganizaton M3 presiden: writes 2

lener 10 the Congresswoman representing the district in
which M i headquartered, mquesting that  the
Congresswoman write an agminisaative agency regarding
g’mpowé regulations recentiy published by that agency.

s president also requests that the Congresswomasn's leter
o the agency smare thie Congresswormnan's suppor of M3
apphication for & garyeyiar type of permit granted by the
agency, The lertar written by M's president is not & direct
ioblsying communication.

EXAMPLE (3). Organizarion Z prepares & paper on a
pasticular siae’s environmental problems, The paper does
act reflect a view on any specific pexling legisiston or on
any specific legisiative praposal tus Z sither supports or
apposes. I's reprosentatives give the paper 1o a stue
legisizsor, Z's paper is oot a dimst  lobbying
COMMuUBICERon.

EXAMPLE (4). Smie X enacts u sianunne that requires the
ticensing of all day care providers. Agency B in Stae X 13
charged with preparning rules 1o impicment the bill enscied
by Simte X. One week after enmcumemt of ihe bill
organization T sends & leasr 10 Agency B providing
dersiled proposed roles thar organization © suggesw w©
Agency B 33 the spproprisee sundards to foliow in
implementing the stetute on  licessing of day care
providers. Organization (s letter 10 Agency B is not 3
lobbying communication.

EXAMPLE (5). Organizarion B reseaiches. prepares

snd priny & code of standaeds of minimum safery

requiremnents i an anea of common electrical wiring,
Organization B seils the code of swandards bookler 1o the
public and it is widely wed by professionsls in e
instaibrion of electrioal wiring, A number of siates have
codified ail. or part. of the code of stanciards as mandatory
safety siandards. On occssion, B iobbies state legislatons
for passage of the code of standards for safery ressons.
Becnuse the primary purpose of prepaning the code of

Hightights & Documents, August 31, 199G
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smrdards was the promotion of public saf

wandasds were specificaily usesf in 4 pwfmz{gn?: tdh:
purpose, separste from wny legislaiive teduirement tiye
research. préparstion, printing #nd public distribution of
the code of stardards is not an expenditire for & direct (or
grass oo} lobbying communication. Costs, such as
ransponation, ing. and other similar eapenses,
incurred in lobbying suace tegisiators for pasage of the
code of standards nto law are expenditstes for direer
lobbying communications.

EXAMPLE (61, On the organization's awn imtiative,
representatives of Orgraization F presens wristen tesiimony
w0 a Congressional comminse. The news media mport on
the restimony of Orpganization F, detailing F's oppesition to
a pending bill. The tesimony is a dirsgt lobbring
communication Bt is nor 2 grass roots lobbying
communication.

EXAMPLE (7). Organigation R's montily newsletter
contains an cditorial column that rofers 1o and reflects a
view on specific pending bills. R sends e newslener o
10,000 roamember subscribers. Senator Doe is among the
subscribers. The ‘editorial column in the newslener cooy
sent (0 Senator D¢ is not a direct lobbying commusication
bocause the newsiefer W semi © in her
¢Epacity a8 a Subscrider rather than her capacity as &
legisiator. (Now. though. that the editoriad column may be
& grass rooes lobbying communication if it encourages
recipieniy e ke &CHon with respedt to the pending hills i
refers 1o and on which 1t reflects & vicw),

EXAMPLE (8} Assume the same facs 45 in Example
(7). 2xcept thar one of Seamor Doe's saff membery sees
Senater Doe's copy of the aditorial and writes 1o R
requestng additfonal information. R responds with & Jetrer
that refers 1o snd reflecws 4 view on specific legisiaton, R
iener is a direct lobbying communication yniess it is widkia
one of the exceptions st forth i parsgraph (¢) of 1his
section (such ax the exceprion for pompartisan anaiysis,
study or research). (R's letter is not within the seope of the
exception for reaponses o wrilign requests from a
ingisiarive or comumitise for wchnicsl advice (see
garagraph {03} of this section) because the letter is not in
responae 10 & writen meguent from s legialative body o
commitee).

(i1} GRASS ROOTS LOBBYING. The provisions of
this  section  regarding  geass rools  lobbying
eommunicstons are illusirsed 1o panagnph (BXAXIIXA)
of this secrion by exampies of communications that sre not
gz roon lobbying communicstions and in parsgraph
{BXAXHXB) by examples of communications that are grass
roots loddying comubunications. The provisioms of this
section wre further ilhustrated in paragraph (HWEXIXC),
with particalar regand o the saception for nonpanisan
aoalysis, study, or resesrch;

{A} COMMUKICATIONS THAT ARE NOT GRASS
ROOTS LOBBYING COMMUNICATIONS,

EXAMPLE (1), Organizaion L places in is nowslener
an mvicle that assests (hat lack of mew capital is hun
State W's econoemy. The wicle recommends thar Sue
residents either ivese more in locsl businesses or ingrease
their savings 50 thad funds will be available to others
insterested in making invessments. The article is sn atemnps
1o influence opinions with respect t a general grobiem thas
might receive Jegisistive srtention and is disnbuted in &
mamner so a0 reach and inflyence many individusis.
Kmmmmwmmw%gwwag
thas is pending .in & legisiative ;- artic
efer o 1 spevific legisiative propossl the organization
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cither suppons or opposes. The article is not & grass roots -

lobbying coammunication.

EXAMEPLE ¢, Assume the same facts as Example (1),
axce that the sricle refers o & bill pending in'State W's
legisizture that is intended 1o pmovide tax incentives for
privare savings, The amicle praises the pending bill and
recommends that it be enacisd. However, the anicle does
net encourpge readers W Take acuon with mspest w the
iegislaton, The articlke I8 not a grase rooss lobbying
communIcaLion,

EXAMPLE (3. Organization B sends a letter to il
petsont on its mailing list. The letter includes 3n update on
numercus  eaviranmental ssugs with a giscussion of
general concsms regarding poilution, proposed foderal
segulations  affecting the area. and  several ponding
legistanve proposals. The letter endorses twe pending bitls
and opposes another pesding bill. but does not aame any
legisintor involved (sther than the sponsor of one bill, for
purposes of idertifying the Billl, nor does it omerwise
encourage the reader 1o take acrion wih respect © me
legislation. The lener is not 3 gmss roots lobbying
Commenicanon, :

EXAMPLE (4). A pamphlet distibuted by organization
Z discusses the dangers of drugs and encourages the public
10 send their isgislators a2 coupon, prinied with the
stazemnent 'l suppor a drug-free America,” The werm "drug-
free America” s not widely identified with any of me
many specific pending iegislarive proposals regarding drug
issues. The pamphlet does not mefer 1o any of the numercus
perdding legislanive proposals. nor does the organizanon
support or oppose 2 specific fegislative propesal. The
pamphliet {3 10t 2 grass roots lobbying sommunication.

EXAMPLE {3}, A pamphler distritusied by organization
B encoursges readers 1o join an organization and “get
tnvoived in the fight against deugs.” The text siawes, in the
zourse of £ disoyssion of severs! current drug issues,
organization B supports a specific bill before Congress tha
would establish an expanded drug control prograns. The
pamphlet doss noi encourage readers 1 communickte with
legisiatore about the bill {sach s by including the names of
undecided or opposed legisistors), The pamphiet is not 2
grass roots lobbying communicstion.

EXAMPLE (8. Organization B, an envircnmental
grganization, routinely tummarizes in esch edition of i
rewsiener the new eavonment-related bills thar have
been introduced in Congress since the Iaw edition of the
newsletter, The newslener identifies each bill by a bill
pumber and the amme of the legisistions sponsar. The
newsietter alas reports on the sttus of previously
imroduced enviremment-related bills. The swrumaries and
SRS feparts do Not encourage recipients of the newsletter
te ake Fction with respect o legislation, as described in
paragraphs (DM2XiNA) through (D) of this section
Although the summarion and stasus reports refer 16 specific
legisiation and oftens. reflect & view on such legislation,
they do not encoursge the newsienter recipients 10 12ks
acton with respect to such legisiation. The sumsnaries and
SYALHA FEPOTIS Are NOL Srass ool lobbying coemmaniCations.

EXAMPLE (7). Orgapization B prints in its newsiener o
repant on pending legislation that B . the Family
Equiry pill. The refers 10 and refiects a view on the
Family Eqoity bl dst does mx diremtly encourage
recipients to ke action. Nor does the repon specifically
identity any legitiator as ing the communications
view on the icgisiation, as beng undecided, or a3 being »
member of the iegisiative comminee or syboommitter that
will consider the jegisiation. Howeaver, the ceport does state
the following:

2443

e R o T, 3
: y Equiry hill, ¢ & B's annual
convention s week. Bowh encouraged B's efforns 1o ger.
the Family Equity bill etacted and stared that they thoyght
the biil could De enmted cven over & presidential veto, B's
legistative affairs liaison questioned others, who seemed 1o
agree with that zsessment. For example, Sen. Roe (1-Ca}
said that he thinks the bitl will pass with such a large
majority, "the Presidens won't even consider vetoing ir.”

 Assume the newslener, sad thus the report. is sent to
individuals throughout the U.3., including some recipienis
in Kentucky. Massachusents and California. Because the
seport & distributed nationatly, the mere fact that the repont
identifies several legisiaioes by party and seate as past of its
discussion does not mean the report specificaily sdentifies
the named legisiators as the Keawcky, Massachiuseds and
Lalifornia recipients’ represeriativas in the Jegisiature for
purposes of parsgraph (bX2)(iii) of this section, The repor
1§ BOL 3 grass routs lobbying communication.

B} COMMUNICATIONS THAT - ARE (RASS
ROOTS LOBBYING COMMUNICATIONS.

EXAMPLE {1} A panphlet distributed by arganizacdon
¥ states that the “"President's pian for & drug-free Armernica”
whish will estublish 3 drug conmmol program, shouid be
passed. The pamphier encoursges resders 10 “write or call
YOUT SEnAor and tmsives and tell them o vote for
the Presidenmt's plan” Ko legisistive pmposal foemally
bears the name "President's plan for 3 deug-free America”
Bui that and similar. {tm have been widelycm in
conpection with specific legisiation pending in Congress
thar was initinlly progosed by the President, Thus, the
pamphler refars (o specific legisiation, reflecis & view on
the legisiation, s encourages readers (¢ lake action with
respect It the lagisiation, pamphist is & grass roots
tabbying communicIton,

EXAMPLE {2}, Asturmne 1he sime facts a3 in Example
{1} exoope that the parphies does oot encourzge the pubiic
1o write o call representatives, but does list the members
of the commines that will soesider the bill. The pamphlet
i$ & grass roots Robbying comrmnication

EXAMPLE {3} Assurme the same facts & in Example
{1}, axcep tiat the paraphiet encourages readers © "wrie
the m%w him o mmiﬁ 2 1op legisistive
priority” ing r3 [0 ComrBUnicate
with members of Congress. gm&uisagmm
inbhying communication. ) .

BXAMPMLE (&) Organizmtion B, 2 sonmembership

sttt includes s one of throe sectons of its
newsletter an endomsemens of two pending bills and
opposition 16 snother pending bill and also identifies
severs) legisiators as undecided on the three bills. The
section of the newsienier devowd 1o the three pending bills
i$ $ grass roots Jobbying comminication.

EXAMPLE (5). Orgsnization D. a norvrembenship
prganization. seods & letter 1o all persons on its masiing list.
The letter inctudes &n extensive discussion concludmg that
s significamt incresse in spending for the Air Force i

~ esseatial in order to provide an sdequmie defense of the

nation. Prior 1w # coocluding fundrmising request. tw letter
encoursges  resders 1 wris  their  Congressional
representatives urging incressed spproprisrions to duild te
81 bomber. The lemer is s grass rooks lobdbying

¢ COMMUNiCALion.

EXAMPLE (6). The Presidemt nominates X for
position in the Presidents cabiner. Organization Y
disagrees with the views of X and does not pelieve X has
the necessiry adwrmistranive capabilities 10 effectively run
% caltinet-leve] deparanent, Accordingly, Y sends & general
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mailing Mguesting recipients 1o wrize to four Scnaior.on
the Senate Comumuntee that will consider the nomisation.
The maiting is a grass roots lebbying cosununication,

EXAMPLE (7). Organization £ mails leners requesting
that esch recipient coatribute money to or join F In
#dition, the letters express F's opposition 1o 3 pending bill
that is w0 be vowed upon by the U5, Howwe of
Representatives, Although the fertars are form leners semt
as 3 mays mailing, esch lever is individualized 1o repart
the recipient the nsee of the mcipient's congressional
representative. The letters are grass roots lobbying
COMMURICALGHS.

EXAMPLE (%) Qrzanuation C sends 2 mailing tha
apposes 4 specifie legssiative proposal apd includes a
posicard addressed to the President for the recipient to sigo
stating opposition w the proposal, The lener requesty that
the meipient send 1o € a conmnbution as well as the
posicard oppasing the proposal. O states in the fotier that i
will deliver all the postwards 2 e White House, The lener
is @ grass mcis iohbving communication,

{C ADDIMIONAL EXAMPLES.

EXAMPLE (1), The newstamer of an organization
cordemed with drug issues s ciigulated prmasily o
individuals who are oot members of the organization. A
051y in the newslelter repons on the prospects for passage
of a specificatly idennfied bill, stating that the srganization
suppons the bill. The newslener story identifics cemain
legisiatory as undecided. bw does ot swae that readers
should conwmet the undecided legistatars, The story does
not provide 2 full and fair exposition sufficient © gualify
as nonpartissn analysis, sidy or research, The newsisier
stary is & grass mois iobbiying communication

EXAMPLE (2). Assume the same facts as in Example
{1}, except that the:newslener srory provides a Full and fale
expesition sufficient to qualify as nonparusan anaiysis,
stady or research, The newsiester story is NOT a gray
ot iobbying communication because it 35 within the
sxception for isan analysis. study or Mstarch {since
i:@mmm?mm@im w take
Betion).

EXAMPLE (3). Assume the same fagts as in Example
{2}, except that the newsletter siory sxplicitly asks resders
1o contacy the undecided isgislators. Because the newslener
story directly encourages readers to ke action with
fegislation, the newslester siory is not within
the exception for nonpartisan anafysis, ssidy or msearch.
Agcardingly, the newsierer story is & grass o lobbying
COMITIUrHCRtion.

EXAMPLE (4). Assume the sme facts as in Example

{1}, except that the story does not identify any undecided
legislzors, The story is mox 4 grass roots lobbying
communicaiion.

EXAMPLE (5), X seganization places wn advertisement
that specifically identifies and & bulj that X assents
would harm e far eopnomy. advestisement is not 3
mass medis conwemicanion deseribed in paragraph
{BNEXHY of this seetion fixt does ot directly encoursge
readers (o ke action with rexpect (o the bill, However, the
advertisernent  does' stale that Senstor Y favors the
iegisiation, Becaose the sdvertisement refors 1o and reflecss
E view on specific fegisiation, and alse encourages the
readers (0 take action with respect to the icgisiation by
specifically identifiying » legisiator who opposes X's views
on the legialstion the adverrisement i3 8 grass oot
loksbying conmunicstion

EXAMPLE (§). Assumne the same facts 8¢ in Example
{5}, except that instesd of idemifying Senstor Y as
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favoring the legishuion. the advertisement idens

'ﬁt:a:oa*‘im from Stete Z7 & favoring twe hm
VEITIMZNSOL I8 & gress POMs | ;

communication, Obbying

EXAMPLE (7). Assume the ume {28 in Example
{3), excmpx that instead of idemtifying Senmtor Y as
favortng the fegisistion, e advertisement sates: "Even
though this bill will have 2 devastating effect upon e
farm econemy, mast of the Serators from the Farn Bely
stafes  are isexplicably in fsvor of the bill” The
adverisement dovs not specifically identify one or more
tegisiators as oppasing (he advertisement's view on the bill
in Gquestion, Accordingly, the advertisement is ngt 3 grass
o013 lobbying communicatics becsyse it does s
trzpurage readers o ke action with respect (o [he
legisiation,

EXAMPLE (8. Organization ¥ wains volunisers 1o go
door- w-door to SeEk signatures far petitions to be 21 0
Iegisistors in favor of & specific hill. The votunteers are
wholly unreimbursed for their time and expenses. The
wolunteers’ cogs {10 the exent any e incurmed) are ot
zahhyig? or exempt purpose expendinires made by V (bux
he snteers  may aor deduct  their  serof-pocket
expenditures {soe section 1TO(IKE)), When ¥V a3 the
volunuwrs 16 someact others and arge thom 1o sign e
petitsans, V thase volunmeers 1o ke xcvon in
favor of the specific Bl Accordingly, Vs coss of
soliciting the voiunteers’ heip s its cons of rwining the
volumiesrs MT grass moots expendingres. 0 addition, e
womis of preparing, copying, distibuzing, =2, the pentions
(and soy other malerials on the same specific ubject used
in the donr-to-door signature gahering effort), are grass
roats expenditures, T

{3} SPECIAL RULE FOR CERTAIN MASS MEDIA
ADVERTISEMENTS « (i} IN GENERAL. A mass media
advertiserreeyt et is nof A grass roots  lobbying
cofEnUnICAton under the three-pan roots lobbying
definition contained in paragraph (b2} of tis section may
be a grasz roots lobbying communication by virwe of

(BXIKH) of dus secton. The special ruie in
paragraph (bXS¥i) generaily applies oniy 1o & Jimited type
of paid sdvertisements that appear in the mass media.

(ii) PRESUMPTION REGARDING CERTADM FADD
MASS MEDIA ADVERTISEMENTS ABOUT HIGHLY
befors & vt o & legilaive body. o & coramiie (oo nx

& vire by o legi . Of & cormrinee (bt not
% subcoenmines) thereel, on 2 highly publicized piece of
legislation, an organizarion’s paid sdvenisement appears o
the mas media, the paid advenisement will be presumed
10 be 2 grass roots lobbying communication, but only if the
paid advertisenent both refiects a view on the general
subject of such fegisiaton and either refers o the highly
publicited  legislation: of encoursges e public ©
communicate with legisiaes on the general subject of
such  legisistion. An  orgenizstion can rebut Wl
presurption by demoasuating that the paid sdverisement
is & type of COURTMAGICRINM made by the
organization i e mass medis withoaut regasd 1o the
timing of legisimtion (thar s, & Zusomary Counse of
bugipess exception) or that the fming of the paid
wivertisement was unreised to the upcoming iegistative
sctiot.  Notwithsanding o fSxx that 35 orgamzation
wccessfully rebats the  presueption, 8 mass medis
communication describod in this paragreps (WXIKG) is 2

Y

" grsss mon lobbying conmmmication if the communication
wour)

d s & grass rooes Jobbying commumication under the
rles containgd in paragreph (bX2) of this section.

{ii} DEFINTTIONS « {A) MASS MEDIA. For
purpases of this puragraph (XS}, the term “mass media
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means teievision. radio. billbosrds snd general cietulation
nEWSDADRTS magazines, {enerad  cirtulation
newspapers aned magazines do a0t include newspapers of
magazioes published By an organizance for whieh the

expenditure tost slection under section S0I{N i in effecy,

sxaept where bods: the total circulation of the newspaper of
magazine is greater than 100.000; and fewer than one.half
of the recipiems s members of the organization {as
gefined in section 38491 5-5(M),

(B} PAID ADVERTISEMENT. For purposes of this
paragraph (b) 5), where an electing public charity is itseif a
mass media publisher or broadeaster, all portons af that
organization’s mass media publications or broadcasts are
ireated a8 pac agveasements 0 the mass media excepr
those spesific ponicns that are advertisements paid for oy
ancuher person. The term "masy medis” s defined in
pardgraph (BHSWHINAL

(3 HIGHLY PUBLICIZED. For purposes of this
paragraph (bY(8L “highly publicized” means frequent
coetrage on wisvinion and radio. and in general mreulation
newspapers. during the rwe weeks preceding she vworg by
the [egislative body or commines. [n the case of vzie or
local  legisintion, “highly publicized” means frequent
coverage v the mass media that serve the state or local

- jurisdiction in queshon. ‘Even where legislation receives
frequant coverage. it is "highly publicized” only if the
pendency of ihe legisistion or whe fegislation’s general
eens, purpose. o effect are known to g significam
segment of the genersl public as opposed 1o the panticular

icerest groups directly affected) in the ares in which the

paic mass media mivenisemen: appesrs.

{ivy EXAMPLER. The special ruie of this paragraph
{bHSY i iitustrated by the folipwing ssamples, The
expenditure 1t election under secrion 301(h} 15 2ssumed
to be in effect for all organizatons discussed in the
. examples in this parsgraph (b} SHiv):

EXAMPLE (1). Qrganization X places a relevision
advertisement advocating one of the President's major
foreign policy initiatives, a3 outlined by the President in 2
series of speeches and as drafted imo proposed legisistion,
The initistive s popuiarly known as “the President’s World
Peace Plan,” and i3 vowed upon by the Senate four days
after X's adverisement. The sdvenisement conciudes:
"SUPPORT THE PRESIDENTS WORLD PEACE
PLAN™ The President's plan and position are highly
publicized during the two weeks before the Senste vote, as
evidenced by: coverage of the plan o0 seversl nightly
elevision network news progam: more than one aticle
about the plan on the front page of & mmority of the
country's ten largest daily general circulation newspapers:
and &n editorial about the plan in four of the country's ten
iargest daily ganers! circvistion nevapspers. Although the
advertisement does ool encounge readers 6 contact
iegisiators or other gwmu officials, the advarusernent
does refer o specifar legisintion and reflegt 3 view on the
gerera! subject of the jegiaiation. The commuaication is
presumed 10 be & ok rixky lobbying comimnmication.

EXAMPLE (). Assumne the same facts a3 in Exampie
{1). except that the sdvertisement appesrs three sweeks
before the Scnme's vome on the Because the
advertisemnent appesrs
legislative vote, thw advertisernent is NOT within the scape
of the ial role for mass media communications oo
highly  publicized legislation.  Accondingly, ithe
advertisement iy & rocts lobbying communication
only if it is described in the genensl definition contained in
paragraph (bX32) of this section, Because the sdvertizemen
does NOt encosags Ciplents 10 tBKe THON With rexpedt 10
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more than twae weeks before the .

the Ingisiation in quesnon, tie advenisement is %ot 2
ronds lobbrying communication, Fass
EXAMPLE (3}, Organization Y places » ne

advertisement advacsting inTessed govemment funding
for cstsin pubiic works projects (e President hae
proposed and that are being considersd by @ legisiative
commines. The advertisement explaing the Presidents
proposais and concludes: "SUPPORT FUNDING FOR
THESE VITAL PROJECTS!" The advertiserment does not
encourage readers [0 comtact  legisiators or  other
government officials nor does it name any undecided
legisiators, but it does name tre legisiation being
considered by the committee. The President’s proposed
funding of public works. however, is niot highly publicized
during ihe two weeks before the vote: there has oeen litte
soversge of the issuc on nightly wievizion network news
pragrams. only one fronf-page article an 1the issue in he
Lounty's wa | 1 daily general circulstion newspapers,
and only one editoris] sbout the issue in e counmey's ten
fargest daily genersl circulition newspapers. Two davs
afier the sivertiserrent appears, the sommittee votes o
approve  funding of the projects.  Although  the
AdvVErIsamieny appears less than two weeks before the
legusianive vore, the advertisermnent is not within the scope
of the specin) rile for mass media communications on
highly pubiicized jegislation because the issue of funding
for public works projects is not highly publicized. Thus,
ihe sivenisement o 4 roots Jobbyiag commuaicaten
anly if it is desoribed in the general definition contained
paragraph {bH2) of dus section. Because the sdvenisemen
does 8ot recipients 10 take action with refpect 10
the legisinnion in question, the adverntisement i3 1ot § grass
rocts lobbying communicarion.

EXAMPLE (4, Organization P plxes sumerous
advertisements in the mass media abowt a bill being
considered by the State Asserably, The bill is highly
publicized. as evidenced by numerous front-page articles,
editorials sl fetiers w0 the editor published in the stae’s
geneenl circulation daily newspapers. as well as frequent
coversge of the bill by the relevision and radio stations
sarving the state, The adverisemnents tun over § tuee week
period avd, i sdddition 10 s!m%gicmm of g family

; i 1 Ste &mbiﬁi
conmidening & bill o make gun ownershup iiegal Thi
ourigmous legisiations would violste your constinsionsi
sights and dw rights of other law-sbiding citizens. If this
legislanion is passed. you and your family will be criminals
if you want 1o exercise your Tight fo protect yourseives.”
The advertisemnents refer 1o and reflect & view on & specific
bill but do not encourage recipients ke action. Sixtesn
days after the last advertisement ruas, & Siae Assembly
commines vores o defest the iegistation. Nome of ihe
advertisemnents i3 & graas roots lobbying communicstion,

EXAMPLE (5 A%&m facs &S in ﬁ;mg:
{4}, &% that it is moounced prior o
mm{g;m@mmmmaxmm
for five deys after the last sdvertisement nas. Because of
public pressure muuiting ooy the advenising campsaign,
the bill 15 withdraen 1Ry vORe i ever taken. Noae of the
advermisenenss is & greas roon lobbying communication.

{c) EXCEPTIONS TO THE DEFNITIONS OF
DIRECT LOBBYING COMMUNICATION AND GRASS
ROOTS LOBBYING COMMUNICATION «~ (})
NONPARTISAN ?Nzgws:s. SEI'EDY. OR RESEARCH
EXCEPTION « (i} in genersi. Engaging in nonpartisan
anaivsis, study, or research and making svitisdle 1© the
mmwgmamhmztmmfmw
govemmental bodies, ials, or employees the resulis of
such work constinte  meither o direr loblyig
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1.

sommunication under secticn 56,491 1-2(bX1} nor 2
roots lobbying comeunication umsder secton 38.4%31.
pat.3 48 ‘

ity NONPARTISAN ANALYSIS, 3TUDY. OR
RESEARCH,. For purposes of thiz section. "nonpsrtisan
analbysiy, study. of research’ mesns s indeperddent and
objectiva exposition of a4 pamicular subject mater,
inchading any activily ™t is “sducational” within the
meaning of secson 1.M{CH3 LdH3). Thus, “nonpartisen
analysis, study, of maearch” may advocate a particidar
position or viewpoint % long as there is # safficienty full
and fair exposition of the persinent facts w enable the
public or an individual 1o form an independent opinion of
zonclusion. The mere presentation of unsupponied opinion,
howewver, does not gualify a5 "nonpartisan analysis, study,
or ressanch’.

(ii) PRESENTATION AS PART OF A SERIES.
Marmally, whether a publicarion or brosdoast qualifies as
"nonpartisany  aneivais,  stwdy, or research”  will be
determined o 2 presenuston-by-presenmtansn  basis.
However, if & publication or droadeast is one of & series
prepared or supported by an electing srganization and the
serigs ag a whole memy the smandards of paragraph
(€)1 3i) 'of this section. then any individual publication or
broadease within the series is not & direct of grass roots
fobbying commaunication evén though such individual
brozdoast o publication does not. By iself, mest the
standards of paragraph (31 Xil) of this section. Whether a
brosdeast or publication 1s sonsidered part of a series will
erdinarily depend ypon all the facts and circumstances of
2ach  pamicwiar  situation, However. with respedt
broadeast activities, ail broadeasts within any penod of sis
conscrutive maonths will ordinartly be ciigible 10 be
considered as par.of a series, I an electing organization
tines or channeis a part of a series which is deseribed in
this parsgraph {(c} J ¥ii) in 3 manner designed 10 influence
the genera! public or the action of 4 legislative Body with
respegt w2 spesific legislanve propesal, the expenses of

ing and disributing such pan of the analysis, study,
or research will be expenditures for & direct or grass roots
lobbring communication, & the case may be,

{iv) MAKING AVAILABLE RESULTS OF
NONPARTISAN ANALYSIS, STUDY, OR RESEARCH,
An organization may chooss any suitabie means, including
oral or written preseqtstions, @ distribute the resuits of s
nonpartisen asalysis, study, or resenrch, with or withous
charge. Such means include distribation of reprints of
spenches, arricles and repors: presentarion of information
theough conferences, meetings and  discussions; and
disseminalion o the news media, inlwding  radio,
ielevision and newspapers, and 1o othwer public forumas, For
purpeses of this parsgzaph (0)1)iv), such communications
may k¢t be limited 10, of be Sirected tward, persons who
are wngrested wolely in ane side of & panicular issue.

ivy SUBSEQUENT LOBBYING USE OF CERTAIN
ARALYSIS, STUDY OR RESEARCH. Even though
cerwin snalvsis, awdy or research is initislly withio the
caception for nonpertisan smalysis, study o research,
subsequent use of ihat analysis, study o¢ research for goass
roats lobbying may cause thas analysis, saady or research
to be trezied &5 ¢ grase roots lobbying communication that
is not within the exceprion for aonpartisan sasiysis, sty
of research, This pamgriph (¢X(1X¥} does not cause any
analvsis, study or research to be considered a direct
lobbying sommunicstion. For rules regarding when
analysis. study or research is emiiki a8 2 LIRSS rOOls
loblyying commumicazion that is not within the scope of the
excuption for oonpartiaa: analysis, study or vesearch, ses
paragraph (BX2Xv) of this section.
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{vi} DIRECTLY ENCOURAGING aAcCTy
RECIPENTS OF A  COMMUNICATION B
fommunicacion that reflects 3 view on specific legixiation
18 et within the ronpartisan snalysis, stady, of reseerct
exception of (us paragraph {c)(1) if the conumunicarion
directiy LICONMgEs the recipient 1o take action with mepect
0 such legisiation. For purpotes of this section, 2
communicaion directly encourages the mipient to ake
200 witl respect o fegisiation if the comynunication is
desenbed in one or more of paragraphs (BX2XiiYA)
through (C} of thix section, As described in parsgraph
{(piv) of this section, a communication would
encoursge the recipient 90 ke action with respect 1o
legisiation. but aot DIRECTLY sncourage such action, if
the comnmunication does no more than specifically dentify
one af more l¢gisiators who will vore on the legislation &
apposing the communicaion’s view with respest 10 the
{egisiaton: being undecided with respect o the izgislation;
being the recipient’s represaatative in the legisizure; or
being & member of the legisimive comwmittes or
subcommitiee that will consider the legisiation.

(vt} EXAMPLES, 'ihe provisions of sz paragriph
{(0X 1) may be lustrated by the following examples:

EXAMPLE (1). Organization M establishes a research
project w collect information for the purpose of showing
the dangers of the use of pesticides in mising crops. The
information  collected includes das  with respest o
proposed  legisistion. pending befors several Stuame
legisiarures, witich would ban the use of pesicides. The
project wkes favorabie posuions on uch legislation
without produting s sufficiensly fuil and fair exposition of
the pertinent facts 1o enable the public or an individusl
formn an independent seinion or conclusion oa the pros and
sons of the use of pesticides. This project 38 oot within the
exception for nonpartisan snalviis, study, or mseach
because it is designed 0 present information merely on ane
side of the legisistive comroversy,

EXAMPLE (2). Organization N establishes a research
project 1o cotliect information cooeeming the dangers of the
uae of pesticides in raising for the ostensible purpose
of examining and reporting information & 10 the pros and
wons of the uwe of pewicides in raising crops, The
information i3 collected and dismibuted in the form of 2
published report which snatyzes-the offects and costs of the
age and nomess of various pesticides under various
conditions on bunmns, sximals snd crops. The repont also
presenss e advaniages, dissdvantages, sixi economic cost
of allowing the continued use of pestidides unabated, of
comrolling the use of pesticides, aned of developng
sliernatives 10 pesticides. Even if the repont e forth
condlusions e the e X ‘:;amizgfusing
pesticides zre  grestes ANUAELS using
pesticides mwd that prompe legisiative reguianion of 1he use
of pesticides is needed, the project is within the exception
for greisan amalysis, study, OF research sice it s
i i present information on both sides of ihe
legislative controversy and presents » sufficiently full and
fn‘rcx;miﬁmcfﬁafuﬁmhcuwuubkawpgbiicm
an individusl to form sn independent orinion oF
conciusion.

EXAMPLE (3). Ovpanization O estahlishes 3 msexrch
propect to collect information on the presence of absence of
disesse in Murrans from esting food grown with pesticides
snd the presence or abesnce of disease in hurnsng from

food ook with pesticides. As part of he
ighizuaeanlulmiwiwwa"fmx

shoet” which calls foe the cuwmilmens of te use of
pesticides gnd which addresses itself 0 the merits of
several specific legislarive proposals ts cunail the use of
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ticidex i sRising crope which are curently pending
g?fcm Stare Legisiatures. The "fact sheet” presents report
of experimenial svideace lending 1o suppact its conclusions
but omite any reference 10 reports of experimenisl
evidence ending 1o dispute itg conclusions. O distributes
ten thousand copies (o Citizeny’ groups. Expenditures by O
in connection with tus work of the conssbant are not
within (he exception for nonpartsan analysis. study, o
reszarch, )

EXAMPLE (4). P publishes 1 bi-monthiy newslener o
coliect and soport gl published maerials, ongoing
" research, and agw developmants with regard (1o the use of
pesticides in raizing crops. The newslensr siso inciudes
aotices of proposed peosucide legisiation with impartial
wwmmaries of the gprovisions and gebaies on such
legisiation, Tha newslenter does not enconrage recipionts 1©
take action with respect (o such legisation, bt is designed
o present information on body sides of the lsgisianve
camroversy and does present such information fuily and
fairly, It is within e excopnon for nonpartisan anaivsis,
sty Of research,

EXAMPLE (). X is satisfied that A, & member of the
facuity of ¥ University, 13 exceptionally weil gualified w
undertake & project involving a comprehensive study of the
effects of pesticides an crop vieids, Consequendy, X
makes 2 grant o A o anderwrire the cost of the study and
of e preparation of & book on the ¢ffect of pesticides on
trop vields. X does oot take any position on the issues of
controi ihe content of A'S cutput. A produces & ook which
concludes that the use of pesticides often has a fvorable
effect on crop yields, and on that basis arguss againgt
pending bills which would ban the use of pesticides. A's
book ¢omtains a sufficientdy full and fair sxposition of the
pertinent facts, including known or potential disadvantages
of the use of pesticides, o cnable the pudlic or an
individual 1o form an independent opinion or canclusion as
s whether pesticides should be banned a3 provided in the
pending Dills, The dovk does not directly encourage
readers 0 take action with reapect o the pending bills.
Consequently, the book is within the sxception for
nonparnissn analyus, study, of resesrch,

EXAMPLE (53, Assume the sarne facts as Exarnpie (2),
secep that. instead of issuing & report, X presents within =
pericd of § consecutive months & two-program teievision
serizs reisting 10 the pessicide issue. The fist program
containg nformation, srguments, and conclusions favoring
fegitlation to restrict the wse of pesticides. The second
prograrn containg infommation, argurents. and conciusions
opposing legiskation 16 restrict the gse of pesticides. The
programs are brosdexst within & momhs of esch other
during commensurae periods of peome tie. X3 programs
are within the exception for nooparsan anelysis, stdy, o
research. Although neither prograem individually could be
regarded s nonpastisan, the series of two programs
constiuiey a balnced presentation,

EXAMPLE (7). Assuzme the same facts a3 in Example
(6], except X mranged for televiding the progmm
favoring legisiation 10 restric: the wse of pesticides at 3:00)
on 2 Thursday evening and for welevising the grogram
apposing such legisiation at 7:00 on 2 Sunday moming, X's
presentation is not withins the exception for nonpartisan
anadysis, study. or resesrch, since X disserniroted s
inforrsation in 3 manner preiudicial o ome side of the
ingislusive controversy.

EXAMPLE (81 Organization Z reseirches, writes,
printy and distributes 3 study on the use and effects of
pesticide X, A bill is ng in the U5, Senate o ban the
use of pesticide X, L't cudy lead to the conclusion that
pesticide X is extrernely harméul and thar the il pending
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remedy 1o soive the probiems caused by pesticide X, The
study contains & sufficientty fiull and fair ¢Xposition of e
pertinent facts. inciuding known or potentisl Mvaniges of
the wse of pesticide X, 1 enable the public oF an individus}
¢ fomn an th opinity or conclusion as o
whether pesticides stould be banned as provided in the
pending bills. In its wnalysis of the pending bill, the study
names ceriain undecided Senators on the Senate commines
considering the bill. Although the study meets the time
pars 1es2 for dermaining whether 2 communication is a
grass roots lobbying commuynication, the study iy within
the sxception for nospartisan analysis, sudy or msearch.
because i does not direcdy encourage recipients of the
communicaton 1 urge a legistaior 1o oppose e Bill

EXAMPLE (9}, Assume the same facts as in Example
{8}, sxcept that, after seatiog support for the pending Bl
the srudy concludes: “You should wiite @ the undecided
cemmiites members o suppornt (his erucial Bl The sudy
i nat within the exception for nonpantisan anaiysis, study
or research buczuse i directy 2ncoursges the recipients 1o
urge a legislazor 16 support a specific picce of lagisiation,

EXAMPLE (101 Qrgsnization X plans w0 conduct 3
lobbying campaign with respecy 10 illegel drug use in the
United Stares. It incurs 35,000 in expenses o conduor
rescarch and prepars an exiensive rwpon primardy for use
in the lobbying campaign. Although the dewiled repont
discusses specific pending fegisistionr and reaches the
conclusion that the legisiation would reduce illegal drug
use, the repor comtaing ® sufficientty Rl and fair
exporition ef the pertirent faos 1o enable e public or an
individual 1o form an independent conclusion regarding the
effect of the legisistion. The goes Ol encoursge
readers to conmct legisimors mgading the legislation,
Accordingly, the repors does oot in s of iself, constinte
& loblying ¢ o

Copies of the repon are svailable 10 e public a1 X's
cffice, but X Joes not sctively dinridbute the mport or
acherwise seek 0 make the conzens of the report avaiiable
i the genera) public. Whether or oot X's distribution is
sufficient v meet the requirement in secticn 56.4911-
e iXiv) et s novpartisan communication be made
wvailsbie, X's distribytion is not substandsl (for purposes
of secrion 58,491 1-2(0N2XVYXEY in light of ali of the facs
uxd  circyumsisnces, including the z;mn:l disgibmm
satmern of similar sorpertisan reports. X then mails copies
of the report, siong with & letter, o 10,000 individuals on
X's mailing list In the jetoer, X reqm? &zﬁ:: i;@‘vi}dqals
sontact jegisistons  wrging g egisiation
Miﬁﬁnmﬁm%&whwmn
were privnarily underteken by X for iobbying purposes and
X did not make » substantial distibwgtion of (e repon
{without tn acoompenying lobbying messsgs) prior to or
comternporaneousty with the uss of the repisrt in iobbying,
the report is & grass roons INg communication tar ig
not within the exception for nORPATEIED snalysis, study ot
research.

M{i!};WﬂWMuinm&t
10). except thet befors using the n e ying
f:amp&imxmmm report {without an
sooonrpanying  lobbying message) 0 universiies amd
newspapers.. Al Bie same tme, X #iso advertiaes ihe
svaiiability of the report in its newsietter, This distribution
is similar in scope w the normal distridazion paterm of
similar nonpartsan weports. In light of adl of the Tacts and
cireumenances, Xx distributions of e report is substantial,
Because of Xs subsmntial distriberion of the repon. X's
primary wiil be considersd 10 be other than for use
s lobbying and the repoer will not be coasidered 3 grass
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rocrs lobbying  comrmunication. Amcfmagly. eniy ztu:
expensditures for copying snd mailing ihe report to e
10006 individuals on Ks mailing list, & well w8 for
preparing and mailing the iener, xre expenditures for grass
roots lobbying communicomions,

EXAMPLE (i2). ization M pavs for a bumper
sticker that reads: - ABORTION: Vore No on Prop,
XM alse pays for o Josecond wlevision advertisement
and a billboard tat siniiarly advoeate opposttion 1o Prop.
X. In light of the timited scope of the communications.
nons of the communications is within the exception for
nonpartisan analysis. study oc research, First, noae of the
communications rises o the ievel of amalysis, study or
research,  Seoond. none of the communicanans i
noAparisan Decause aaae Lontaing 3 sufficiemly full and
fair exposition of ihe peainent facts 10 enabie the pubi:c or
an  individual to form an  ndependeént  opnion of
cenclusion. Thus. each communicaion 15 a direct lobhying
comrmunication.,

{2y EXAMINATIONS AND [ASCUSSIONS OF
BROAD SOCIAL, ECONOMIC, AND  SIMILAR
PROBLEMS. Examinstions and discussions of broad
social, economic. and similar problems are neither direct
lobbying communications under section 56.4511-2bX 1}
no? mots lobbying communications umder section
36.6911.2(bY2) oven if the problems are of the ype with
which govemment would de expected 10 deal ultimately.

Thus, gnder sections S6.4911.20K1) and (2}, lobbying
communicarions do not include public discussion, of
commurndcations with members of legistative bodies or
govermmenal smploveey, the general subjecz of which is
also the subject of legislstion defore a legisiative body, so
iong a8 such discuzzion does not sddeess itself 1o 1he merity
of & specific jegisiative propossl amxi so long &s such
discussion does not diretly encoursige recipients 10 take
astion with respect so legisiation, For example, this
parsgraph {(¢}2} excludes from grass roots iobbying under
section 36,481 1-2(bK2) wn organization’s discussions of
problems such as environmental pollution of population
growth that are beisg considered by Congress and various
State legisiatures, but only where the discussions s not’
directly addressed to specific lsgislation being considered,
and only where the discussions do et directly encounge
racinients of the comrmnication 1o coneact & legisinnr. an
employee of » legisistive body, or & government official or
ctiployee who may panicipate in the formulation of
isgisistion.

{3) REQUESTSYFOR TECHNICAL" "ADVICE. A
communication is ot 3 direct commutication
under section $6.4911.2(bX 1} if the communication is the
providing tzf 2’:tls;:}’l'nm:a.l sivice of mssisnge 1 2
govermnmen a poverumersal Commities. of A
subdivision of cither in response 1 & written tequest by the
body, cmsmwmvmammln section
33.4545.2¢dx2). ¢

{4y CQWUMCATIOHS ?'EB.'!‘WG TO "SELF-
DEFENSE" "8Y 7 THE ORGANIZATION. A
communication iz sof & direct lobbying commurication
under secton 36.491 12005 1) if gither:

(i} The communication is an befare, or
communication with, any legisiative body with mespect o g
possible action by the body that might affect (e sxisence
of the electing public chasity, it powers and duties, its ax-
exempt status, or the deductibility of contrbutions (o the
organization, £3 set forth In section 53.4945. X 3%

(s;}mmmmubyzmofmmzm
organizstions {within the meaning of section
32;&:}}. nd is s appeanarce  before, or
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CoOmmMMNICATIon widy, & fegislative Doty with respes:
mluuucﬁmbymcbodymmﬁ*ffmm&xmge:
of any other merabier of the group, its pOwers and duties,
tm LEX-OXTIGR ma, or the deductibility of comtributions
oin

{tii) The comamunication is by o electing public chan

more than 75 percent of the ot‘whmhmes?ag
crgmmuans that are described in section S0 HeY(3), and is
an appesance befors, o communicalion  wilh,
legasiative dody with respext o 3 possible action by the
body which might affect the existese of one or mors of
the section 301{cX3} member organizaricns, their powaers,
duties, Qr a-EXeIyx sTAus. or e deductibility (undey
section 1707 of conmibutions 1 one or more ¢f the section
501{cK 33 member organizationg, bt only if the priscipal
purpose of the appearance or cormgtication i3 o defond
the section 301icH3 member organigmtons (rmther than
the non-section J01{c}H 3} member orgRaizations); or

{iv) The communicstion is by an electing public chariry
that is 3 member of a limited affilisted group of
crganizations  under section 364911-F0, and B3 an
appearice before, or communication with, the Congress
of the United Staes with respect 1o & possibis action By the
Congress that might affect the sxistence of any member of
the Tirmited affilimed group, i powers and duties, tax-
exempt status, or the deductibilicy of contributions o it

¢v} Under the seifiisfense exceptica of paragraphs
{e}4Xi) dvough (iv) of this secoon, s chanity may
commsickts with ¥ entire legisiative body, with
commitieey or subconunittees of leg:slmve body, with
individual legisiatons, with legisiative staff members, or
with representatives of the executive branch wivy wre
involved with the legisiative process, so long a8 such
comumuonication is limiwd 10 the prescrided subjects.
Similarly, under the self- defense sxception, a chanty may
make expenditures in order to initiste legisiation i such
legisiation concerns oaly maners which wught affect the
existence of the charity, its powers and disies, 5 tax-

exerrpe staus, of the dedocti :yofcmbuﬁmzosuch
charity. For u.lumzm‘g polication s scope

 of the self-defease ex this mgnph (cX 4}, sex
secion 53.4945. 204(3XiD),

'{g} DEFINITIONS. For parposes of section 4911 awl
the regulations thereunder —~

{1} LEGISLATION - (i) IN GENERAL. "Legisiation”
inciudes action by the Congresy, eny state legislature, any
Imim“mﬂ#bmmﬂmy . 51 by the public
in s referendum, initiative,  constitutionsl
m«m *Lagislanon” inciudes »

mwumwmm
tom&mm it3 advice and consers from the time the
Presidersts repremntative beging 1o negotiate s position
with the prospective parties 1o the proposed Teaty.

{aa} DEF{N?!"I&*I OF SPECIFIC LEGISLATION. For

W{b}(l}:ﬁ{bxl} of this section,
inclodes both lcgislation that has

mmmgmﬁmwamma
Wﬂmm mmmammm

" vocers for sigpresturs.
m??nm * and “spesific
lem sre illustrered osing the examples:
EXAMPLE (1) A sonmembership crgamzation
inchades in its sewsierter an srocle Mp:oblerm with the
. 2453
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ukee of pesticide X that states in : “Lagislation that i
perding in Congress would mh?::'m aa¢-of this very
dangercus gmcm Fortunately, the legisluion will
probably passed. Weite  your congressional
mepresentatives about this imporeant issue.” This 13 2 grass
roots lobbying communicanos that refers o and refiecs a
view on specfic lagislation and that encourages recipienss
10 take action with respect 10 that legislation,

EXAMPLE {2}, An organization based in State A notes
in its newslerter that State Z has passed a dill 1o eccomplish
a stated puspose and then says that Srate A should pass
such o hill. The organization urges readers o write their
legislatess in favor of such 3 bill. No suchk biil has been
introduced into the Swte A legisisture. The organizason
nay referved 10 and reflscted a view on 3 specific legisiative
proposal and hus aiso encouraged resdery o take acrion
Hiereon.

(Y ACTION, The werm “action™ in paragragh (d){1}H
of this sestion is limited 5o the introduction. amerimant,
enacernent, defeat or repesl of Acts, bills, resclutions, or
similur feomg,

{3 LEGISLATIVE BODY. “Legisiative body ™ does net
inclyde execurive, judicial, or administrarive bodies.

{41 ADMINISTRATIVE BODIES. "Administrative
‘bodies” tncludes school boards, housing suthorities, sewer
and water districts, zoning boards, and ofher similar
Federsl, Swate, or loca) special purpose bodins, whether
glective or appointive. Thus, for sxample, for purposes of
section 4911, e emm “any attemy to inficerce any
legislation” dost not inciude amempts 1o persuade an
sxecutive body or deparment 0 form, suppon the
formation of, or 10 acquire pro 1 be use for the
formation or expansion of, '3 public park of equivaient
preserves (such as public regreation areas, game, or forest
preserves. and soil demenstrarion areas) established or o
be established by act of Congress. by executive action in
rcordance with an act of Congress, or by 3 Swue,
municipality or other govermmensal unit descrnibed in
section 1 7((cK 1}, as compared with ammsmpts 10 persuads §
iegisiative body, a member thereof, or gther governmenial
official or emplovyes, 1o promowe the appropriation of funds
for such an scquisition or othey legislative suthorization of
such an  acquisition. Themfore, for exmmple, an
orgamizstion would not be influencing Iegsiation for
pumposes of section 4911, if it ro s Park Autharity
thar it purchase s pareicular et of land for 2 new park,
even though such sn wrempt would necessarily require e
Park Authority eventuaily to seek appropriations 10 suppott
& new park, However, in sl # case, the organization
would be influencing legisistion, for purposas of section
4911, if it provided dhe Park Awthority with s proposed
budget o be sulwnited o & logisiative body, yniess such
subwiission is described by one of the exceptions set farth
in paragraph (¢} of this section. ‘

SECTION 3649313, EXPENDITURES FOR DIRECT
AND/OR GRASS ROOTS LOBBYING
COMMUNICATIONS,

{A)} DEFINITION OF TERM "EXPENDITURES FOR”
-~ {137 IN GENERAL. This secuon 56.4911-3 comains
sHocation rules regurding whar portion of & iobdying
communication’s costs is & direet lobbying expenditure,
whsl partion is & grass roots expersiiture and whiat poction

is. in cerwin cases. 3 nonlobbying expendifure, Except as -

otherwise indicated i this paragraph (s), all coss of

ing & diredt or grass roots iAg COMDTIUNICALIN:
are inciuded " a3 expenditures for dimet or gms roots
iobbying, Expenditures for » direet or grasa roots lobbying
communication (“lobbying expeadinnes”) include amours

2454
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employee's services attributabie
lobbying communication, snd e aiocabie portion of
sdminigtrative, overhesd, v other general expendinunes
aridutadle w0 e dirt or gass oot iobbying
communicaton. sxample, except a8 otherwise
provided in this parsgraph (s), =il expendinures for
researching, drafting, reviewing, copying, publishing and
mailing 3 direct of grass moss lobbying communicesion, as
well g8 an aliocable share of overhead cxpenses, are
included as expenditures for dirsct or grass rooks jobbying.

¢y ALLOCATION OF MIXED PURPOSE
EXPENDITURES - (iy NONMEMBERSHIP
COMMUNICATIONS. Except as provided in parsgraph
{a¥IXii} of this sxton, lobbying expenditures for 2
communication that tlss has a2 bona fide scnlebbying
purpase must inciude all costs anribytable 1 those parts of
the comimurkestion that are on the same specific subect as
the lobbying message. All costs anributable (¢ those pams
of the communication thal A ot on the sume specific
subiect as the iobbying message are nor inciuded a5
labbying expendinires for sllocation pmuposes. Whether o
m;swnimofawmuajcmqnmmzmmspmiﬁz
subject as the lobbying message wil i on the
surmoynding facts and circumsuaes. In g;’:&, & pantion
of a communication will be on the sume spegific subiect as
the lobbying message if (has portion discusses an activity
oc specific ssue et would be directly affected by the
specific legisiation thar is the subject of the lodbying
mesage. Moreover, discussion of the background or
consequences of the specific legisistion, ar discussion of
the dackground or consequences of an activity or specific
issue affectad by the specific legislation, is alst comidered
0 be on e same specific subject g3 twe lobbying
communication.

(i) MEMBERSHIP COMMUNICATIONS. In the case
of lobbying expenditgres for & communicetion that also has
& bons fide nonlebbying purpose aixd that iy sanl only o
primanily w members, &3 electing pudlic charty muw
make ‘“W alocation be:we:&g ameat
expended lobbying purpase Moyt
expended for the nond gurpose. An clecting public
charity it includes a5 & ing expenditare only the
aoomnt expended for the pecific sentenee OF entences
that encourage the recipient o take stion with respect 1o

isiation has oot made » tessonable allocation. For
purposes of this peregraph. 3 communicstion is sent only
or primanly 0 members if more than haif of the recipients
of the cormnunication are members of the clecting public
charicy making the communication withis the ing of
section 56491 1-3, Soo sections 36451 1.5 for sepmrate rules
on commnurications sent only or primarily w members.
Notfiing in this (a) shali change any ailocsion
required By section $8.4911-3,

{31 ALLOCATIGN OF MIXED LOBBYING. If &

on {to which secrion 5649113 does ot
appiy) is toth s direxy lobbying communicazion srwd & grass
roots loblrying coummunicstion, the communicatioa will be
roots lobbying COMMIURICHIoG Xoopt 10
the extent 1hat the shecting public charity demoastrates that
the commumication was made primarily for direct lobbying
purpcaes, i i ressonabie allocarion shall be
made heoweess e direcr and the grass roxs lobbying
purposes served by e cormunication.

(b} EXAMPLES. The provisions of parsgraph (a) of
this section wre llustrezed by the following examples,
Except wheee atherwise explicitly wianed, the cxpenditure
test eloction under section 010) is sasumed o be is offocy
for s crganingioes discussed i the examples in s
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paregraph {b). See section 564911-5 for ial rules
applying 1o the member corrunieanions ibed iny
some of ihe following examples.

EXAMPLE (i} Organization R makes the services of
E. one of s pmid oxegutives, availabie ¢ 5. ap
organizainn desenbed in section 301{c)(4) of the Code, E

. works for seversl weeks 10 assist 5 in developing materials
that urge volers 16 comtact. their  congressional
representatives 1o indicate their suppont for specific
iegislation, In performing this work, E uses office space
and clarical assistance provided by R. R pays full salary
and dznefits 0. E during this period and receives no
reimbussement ffam S for thesa paymenis or for the tther
facilities and assiszance pravided. Atl sxpenditures of R
including allocabsle office ang overhead expenses, that are
atribuiabiz 10 this assignment are grass roots sxpenditures
because £ was engaged i oan anempt 1o influzete
legiskanon.

EXAMPLE (23 An organaation distributes primarijy to
nontiembers a parnphiet with swa articies oa unrelated
subjects, The il cost of preparing, printing and mailing
the pamphiesr is $11.000. 31.00G for preparation and
§$10, for prining and mailing. The cost of preparing
ot articls, 3 nonlebbying communication. is Xéﬁ&u’;he
article 15 printed on three of the foue pages wn the pamphier.
The cost of prepasing the second armicle, a grassrools
tohbying communication that addresses only one specific
subjest, i $400. This article is printed on coe page of the
four page parnphiet. In this sicustion, 3400 of preparstion
cons and $2.500 :25% of 510.000} of printing and maiiing
costs are  expenditures for & grass soows  lobbying
cominunication.

EXAMPLE (33 Assume the same facts as in Example
{33 except thmt the pamphiet is distributed only to
members. In addition. assume the second anicls states that
the recipient members should contart their congressional
representatives. The organization  allocmes 3400 of
preparation costs and $2.500 of printing and maiii&g costs
18 expenditures for direct iobbying (see section 35.4911-
3o The allocation is tessonbie for purposes of section
36,491 L (a) 2K

EXAMPLE (4), Organization ] plsces s full-page
adverisemens in & newspaper. The advertisemen: urges
passage of pending legislation o build three sddizional
auclear powent submarines, andd states that readers should
wiite their Congressionst representatives in favor of the
legisintion, The sdvertisement siso.provides s gerer!
descrigtion of I's and activities, invites readers in
hecoms members of T oand asks meaders o contribuis
money to J. Excepr for e com of the portion of the
advertisement describing I's purposes and activities and the
portion specifically souking members and contributions,
the entire cost of the advernsement is & expenditure for &

grass roots ) ing fommunicasion. becauss e entire

advertisenent, for the lines spacifically describing )
and wiﬁcﬁiﬁ%&uﬂm and comributions, js on
the same specific s the grass roots lobbying
message.

EXAMPLE {55 Assume the same facts o in Example
{4}, exceps that J piaces in the newspaper two separsic
half-page  advertiseroenss  insmead  of voe  fuil-page
advertisement. One of the two advertisements discusses the
need for three ackditiooal nuclear powered submanines and
urges readers (o write their Congressional representatives
in favor of the pending legisiation 1o build the thres
submarines, The other sdvenisement coniming oaiy the
mmbership and fundeising appeads, along with :‘fm
doscripdion of I's pumposes and activitiex. The half-page
ndvertisement urging readers to write o Congress is 4
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TS TOOts  lobbying communicstion s
spendinues lor prodicing and placing tha Mivertimens
are sxpenditgres for 2 gress roots lobbying eation
T's expenditures for te other Ialf-page advertisemens are
not- expendirures for & gYMSS OO O direct iobbying
cornmunication.

EXAMPLE (6), Assume the same facts as in Exanple
{4), except thas te communication by T is in o leter mailed
oniy 1© members of J. rather than in & pews
advenisement, and the invitation 10 becomes 3 member of J
1$ 4 invitation 1o join 2 new membership catepory. In
addition, assume thax the communication stes that the
member recipients should ask nonmetnbers 13 write their
Congressional representatives, | aflocates one-naif of the
cost of the mailing as An cxpeaditire for & grass rooss
iobbying communication (see siion 364911 S{d)n
Because the commusication had  both  dons  fide
nonlobbying (e, memberghio soliciation and
fundraisiigl 3 as well 25 iohbying purposes. I's
atlocation of one-half of the cost of the sommunication
grass rmors lobbying and one-half 1w nondobbying is
reasonsbie for purposes of section 56,491 1- ay2)in

EXAMPLE (7. A particulsr monthly issue of
organization X's newsietter, which is distribuzed mainiy o
ronmembers of X, hus three aeticles of egust length. The
first amicle is & grass roots iobbying commnunicmion, the
wie specific subiect of which is pending legislation o help
protect seals frown Ddeing slaughtered in cenain forcign
counties. The second srtcla discusses the rapid decline i
the world's whale population, particularly becsuse of the
iliegal hunting of whales by forewgn countries. The third
arnicle deals with air polivtion and the acid rain problem in
North America Becauge the firgt aricle is & grass oo
lobitrying communication, all of the costy allocabie 1o that
aruzle (... ons-thind of the newsleters printing and
mailing costs} are lobirying experdiitures. The secord
article is not 3 lobbying communication and the pending
legisiation reisting to seals addressed in the fimst anicle
does not affecy the Hlegal whale humting activities, Bacause
the sccond and ihird  aruicles ae not Jobbying
communications aod are also not on the same specific
subject as the first anticls, no postion of the coms

-asnibenable o thoss articles is 2 grasy rools lodbbyving

expenstitare.,

EXAMPLE (9). Organization T, a nonmembershio
organization, pregares § throe documens that is mailed
@ 3000 persons on T mailing The first two pages of

the three pege document, ttiad “The Need for Child Care,”
support the aced for sdditional child cam programa. and
inclyde statistics on the aumber of childsen living in homes
wiiere Both parerits work or in hommies with s single parers,
The e pages also make note of the inadequacy of the
number of day care providers 1 meet the needs of tese

ird page of the document, titled "HR. 1.7
indicates T's of HR 1, » bill pessing in the U.S,
Hovse of R, ves. The document stazes thet H.R. 1
will provide for $10,000,008 in additional subsidies 0
child care 3 i for those providers caring

EXAMPLE (9). Assure the ssme facts as in Example
{8}, excepx that the document has & founth page. The founth
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page does not refer 1 the general neetd for child care or the
specific need for sdditional child cxre providers. [nswead.
the fourth page sdvocates ther 2 panticular federsl agency
tommence, under its existing statutory authority, licensing
of day care providers in order o promore safe and sffective
chiid care. The cost of the fourth page is not a lubbying
expenditure.

EXAMPLE {101, Assume the same facts as in Example
{33, exgopt that T Is & membership organization, 75 percert
of the recipients of the three page docyument are members
of T, and 23 sarcent of the secipents ane nemrsmbers and
are Aot subsoriders within (he megaing of section $8.491 L.
A8 Assume 3150 thar the document states that readers
shouit wnte @0 Congress. but does not staze that e readers
should urge nonmembers © wene o Congress. T wreats the
ducymen: as having a bona fide sonlobbying purpose. the
purpose of educating its members abowt the need for child
cure. Accordingly, T allecates onednalf of the cost of
preparing and distribuung the Jocument a5 3 lcbhying
expenditure (see secrion 36.491 1-3eH)i)), of which 7
pemwent is a direct lobbying expenditure {sec sechon
36491 St AWED) and 15 percent i3 a grass ooy
tobbying expenditure (see section 56491 1-Hexd2Hi)), The
remaining  one-Half s aliocated a3 2 noniobbying
expenditure. Ts ailecation is reasonable for purposes of
section 36,491 1. Hax2uii) and is cormest for purposes of
section 36.4%1 1.5(e)

EXAMPLE €11} Assume the sarme facts as in Example-
{10}, sxcept that T sllogates one percent of the cest of
prepariog and distributing the document as a lobbying
expenditure {for purpases of section 56.4911-3{eitl)) and
99 percent a3 a noniobbying expenditure. T's allocation ik
based upon the fact thar our of 200 linee in the document,
only two lines stare that the recipient should contact
legistatars about the pending legislation. T's allocation is
unreasonabie for purposes of section $6.4911.3{a 21

EXAMPLE {i2). Qeganization F, 3 nonmembership
organization, sends x one page lener to &} persons on its
malling list. The only subject of the leter is the
Organization's opposition (o & pending bill allowing privae
usey of cemain national parks. The lester recipients
to send letters opposing e bill w their congressionsl
regresentatives. A secord cne page lemter ix sent in the
sarne envelope. The seconc lemer discusses the broad
educational activities and pubications of the orgapization
i aif areas of enviroamental and ends by
revquesting the regipient to make s fnancial contribuuon w
organizanen F. Sirce the second Jetter is on a
gifferent subject from the lobbying jeser, st the letters
are of equal langth, 50 percen: of the mailing cosis musm be
allocsied a3 an expenditure for 3 grass roots lebbying
sommunication. :

EXAMPLE (13). Agsaorwe the sarme facts as in Examiple
(12), excepe that F ia a membership organization and the
testers in question are seni primarily (90 percent) w
members. The oder ) percent of the mcipients are
nonmembers and are not subscribers within the meamng of
section 56491 1.3(fX3). Assume slso that the first letter
does not suste war resders should urge noamembers 10
weite to legislators, F sllocates one- half of the mailing
costs a2 a lebbying expenditure, of which 90 percent is 2
divect obbying cxpenditure and 10 peivent is - & grass
roots lobbying expenditure {see section 56.4911-3(eX)).
Fs allocation s for purposes of secten
g&:gii 53{:)(2)(::} amd s correct for purposcs of section

ti

(£} CERTAIN TRANSFERS TREATED  AS
LOBRYING EXPENDITURES - {}} TRANSFER
EARMARKED FOR GRASS ROOTS PURPOSES. A

%

mﬁraammmpwﬁmmwmecxmm::m
earnarked {ax defined in lection 36.49) 1.4(N4)) for grass

ooty 10bb 1] porposss ang s n
PRy AL ' not described in section

(2) TRANSFER EARMARKED FOR DIRECT AND
GRASS ROOTS LOBBYING. A tmansfer that is earmarkad
for direct lobbying purposes or for direct lobbying and
grass coots lobbying purposes is trested as & gFRSS (0O1S
expenditure in full exceps © the exiemt the transferor
demonstrates that all or pan of the amounts ransferred
were expended for dimct tobbying purposes, in which case
thar part of the amounts wansferred s % direst lobbying
expenditure by the transfaror, This paragraph (¢X2) shail
i{ot}appiy 0 ’ny expenditure described in seetion 558.451 1.

£l

{31 CERTAIN TRANSFERS TO NONUHARITIES
THAT LOBBY - (i) LIMITED APPLICATION OF
PARAGRAPH %)) — (A} IN CENERAL. This
paragraph (¢)(3) applies only 10 ransfers for lets than far
marke: vaiue from an electing public chariry 19 any
noncharity that makes iobbying expenditures. A noscharity
is any entiry that is not deseribed i secdon $01{cH 3. In
gedsr for this parsgraph o apply, the clecting public
charity muss transfer 10 4 noncharity more in value than i
receives in retum. For esamgple. chis parsgraph does not
apply 10 an slecting public chanoy's fair market vaiue
peymemt of remt t¢ & landiord. However, this paagraph
dues appiy where an eloctiag pubiic charity and a
noncharity share office space and the siecting public
charity pays more than fair masket value rent to the
nopchanty. Similady, this paragraph applies where an
ciecting public chartty sels goods of wrvices (0 2
noncharicy forimmmfurmtzava!ww
{c)(ﬁ)(l)(’ﬁ}* ) and (D) of this sective for sxceptions
where nonefRir marker value transfers aee aot Covered by
this paragraph (¢X(3% See paragraph (X3XHE) of this
section (6 detarmine the smoant of any non-fair marker
valoe transfer covered by this parsgraph (c¥3). See
parsgraph (C)XIXii) of this section for the rules that appiy
10 transfers govemed by this paragraph (¢)(3).

{B) EXCEPTION FOR CONTROLLED GRANTS.
Notwithstanding paragraph (0)3IXIXAY of this secrion, tus
paragreph (cX3) does not spply where an eledting pubiic
charity makes a grant to & soncharity that is » conwolled
gt (a4 defivwsd i sections 36,491 1 4(N(3)).

(¢} EXCEPTION FOR
ARTIFICIALLY INFLATE EXEMPT PURPOSE
EXPENDITURES. Notwithsunding parsgraph {eX I(XA)
ofmmmmzmm{cﬂ}ﬂxmmtmﬁy:zw
an ciecring public charity makes s grant 10 a nonchanty
that is sn expenditure descrided in section $6.4911-4{¢)
(refating 1o graoss thar amficially ioflae exempt purpose
expenditures),

(D} EXCEPT!ON FOR SUBSTANTIALLY RELATED
ACTIVITY, Notw %tﬂﬂm ERIHIKA) of this
mmwic 3 does ot apply wiere an
slecting public charity, in ihe course of an activiy that is
Wuﬂy&iwrnmmmmﬂnmmng
public charity’s exempt purposes, makes OF TVIGES
widely svailable for less than fair market valve w0
individual members of the general public and those goods
or services ans actually {or consumed for no
charge) by
MVMMmewicfwimmfw
roarket valoe, For purposes of the preceding serence, the
rerm "individual mofm gsm doos 1R
incluxie any person or evity directly or indirectly affiliated
with the eiecting public charity in question. The foliowing
sxample idustrates this pamgrzph ic)(:xx)(b)
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EXAMPLE Orgspization P s an  edusstional
organization dedivatod {0 preserving the environmani. One
of 5 sctivities ix educating the pubiic sbout the benefits of
instaliing cost» effective passive solar endtgy Svstems,
thereby helping 1y preserve ihe environment. ¥ charges for
ite extenmive literarure gnd advice, byt the cherges are less
than the Py market valye of e Higrature #nd advige, P
makes jis ltersnire and advice widely availabls o
individual membert of the general public by advertising in
various medin and by pamphiers gismributed in various
areas. P annually provides 18 literature and advice for less
than fair macket value o 300 wholly unrsiated famiies,
businesses, and lax-exempt organizations. Seversl of the
pusinessas and tax-cxempl organizations make isbbying
expenditures within the meaning of section 4%1]. P
provigion of i1s goods and serviges to these emtines is not
covered by this paragraph (€)%1) (and thus does myt give
fsz 1o a lobbying expenditure by P undésr paragraph
Ik

(E) DETERMINATION OF AMOUNT OF
TRANSFER GOVERNED BY PARAURAPH {cud
Whare gn electing public ohanity receives sothing of vilue
in remn for Ws mransfer, the amwunt of the transfer
governed by this paragraph ({3} is the greaser of the fair
marker valoe or the cost of the goods or servicss
ansferred to the noncharity., Where ¢ ronchanity
feansfers somerhing of value w the clecting public chariry
m rerum for the chanty's transfer, but thae paymant 1s Jess
than te falr marker valup of the chanty's wansfer to the
noncharity, the amount of the transfer governed by this
paragraph {cH3) is the excess of: firgt, the greater of the

fair marker value or cost of the goods of services
iransferved 10 the nonchanty over, second. the value of the
" amount mansferred 10 the chaniry, For example, if an
clecting public chanity transfors’ $10.000 of goods and
services 1o & soncharity that raakes lobbying expenditures
in renam for payment by the acocharity of $2.000, the
g%t of tye mansfer governed by this pamgraph X3} is

{iiy RULES GOVERNING TRANSFERS 10 WHICH
PARAGRAPH (X3} APPLIES. A mansfer m which this
paragraph {cX3) applies is 1rested in whole or in part as a
grass ooty anblor direet lobbying expenditure by the
wrensferor in sccordance with pamgraphs (¢ H3XiIMAL ()
and C) of this section. In applying those paragraphs, the
expenditures of the waraferee will Ee deserrnined as if the
reguistions under section 4911 lied o the ransferee.
This paragraph {cX3) discusses pnly when cerain ransfers
are lobbying sapenditures by e irgsferor. This paragmph
does not address other issues that may anise when an
siscting public charity makes a noncootrolled grant 1o a
noncharity. Nothing in this paragraph (¢X3) shall be used
o imerpret issues reisting o noncomgroiled grants by
charities 1o noncharivies, such as whether the noncontrolied
Frant is consisizat with the continoed Wmx-cxempe status af
the electing pubiic charity. .

{A} TRANSFERS TREATED AS GRASS ROOTS
EXPENDITURES, The wanafer is meatexdt &8 & grass (oois
expenditure 1 the exters of the iesser of twe smounts: the
amount of the oansfer ad the xmount of e mansferee's
FTHES [N sxpenditures,

B TRANSFEES TREATEDR AS DIRECT
LGBBYING EXFENDITURES. If the umasfer is greater
than the mfem’sipm ooty sxpenditures, the excess 1§
meated gs & direct ing expernditure
extent of the wansferee’s direct iobbying expenditures. (If,
however, the tensfer is iess then ow wansferse’s grass
roots eapenditures, none of the tranafer is & direct lobbving
expenditure). ,

i
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iture, but only 1o the .

{C) TRANSFERS TREATED AS NONLOH
the transfer is greater than the sum of the 8‘:’;‘;’4‘%
mﬁ::xidimlobm; expendinuges, the excesy of the
wransfer over dase ing SXpenses is not lobbvi

expendinue. y ' %

{1} EXAMPLE. The following example ilustrazes
application of this parsgraph {'c}(Jj‘: e

EXAMPLE. Qrganization C, an electing public charity,
shares employee E with N. & nonchanty hac makes
lobbying expenditures. N's grass roots expenditures e
35.000 and its direct lebbying expendimures are $25.006.
tach organization pays one-half of ihe $100.000 in direes
angd ovestiend costs associated with B, E devotes one.
quarter of his 1ime to € and thres. quarters of Mg time 10
N. In substance, shis amangement it a transfer (for less than
fair enarker valuel from C to N in the amount of $25,000
{one-quarter of the $100.000 of direct and overhead cosy
associaied with E's work]. Accordingly. ¢ is weated as
having made a 55,000 grass roots expenditure (the lesser of
N's grass roots expenditures (35.000) or the amount of the
ransfer (32200011 C is aiso troated aa hsving made a
310000 direcr lobbying expenditure (the lesser of N3
diregt lobbying expenditures (325.000) or the remaining
smgune of the trenater (320,000)).

SECTION 56.49114 EXEMPT PURPOSE
EXPENDITURES,

{2} APPLICATION. This scetion provides rules under
section 491 1{e) for determining an ¢lecting public chaniey's
“exarnpt purpose cxpenditures” for 3 mxabic year for
purposes of section 491160W2) and section $6.4911-
HeX2) Those wwo sections generally define s elscting
public charity's lobbying Hmit {(lobhying nontaxable
amournt) as a shiding soale percentage of the organization’s
sxampe puipose expenditures. In deternining an decting
public charity's exemp  purpose  sxpenditures, no
experditure shall be counied rwice by an organization.

(b INCLUDED EXPENDITURES. Amounts peid of
incurred by an organization thar are oxemip: puipose
expenditures inclode -

{1} Amoynts pakd or incurred to sosomplish a purpose
enumerted in section 170MCH2XB), incleding (but oot
limiced 10} the amourw of sny transfer made by the
organizarion (otwr thin a tressfer dexcribed i
(e} of dhis saction) o anothey orgsnization o sceomplish
the transferors exergt purposes, and including emounts
expended by an degenizaioe owt of wanxiers {other than »
transfer described in paragraph (¢) of this secton) for
which e erganization is the ransferce,

(2) Amounts paid or incurred &t current or deferred
compensation fof sy employte’s sérvices for a purpose
anumernted in section 170X 2B,

{3) The sllocsiie porticn of simirisuas istrative overhesd,

and other gencral arivutable o the
accompiishuneas of & purpose enumersisd s wotion
1T0EN2NB

{4} ing expenditures (xs defined in section
56431 1-2(s)) o noc for & purpose enumernied in
section 17Q(eXINBL.

(8) Amonts paid or incured for sctivities described in
section 56,491 1-2(¢),

{6} Amounts paid o incurred for sctivities descrided in
section 56.491)-5 that sre not lobbying expenditures,

{7} A rexsoable sliowsnce for exheustion, wear and
tear, obsolescence Or amorrieation, of assets © the extem
used for ome or more of e purposes descridbed in
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parsgraphs (b 13 through (8) of this secsion, sompuied aa
s sreightdioe besis (Ror this purpose. ap allowance for
depreciation will be mested a3 reasonable if based on a
usefyl Jife that would saiisfy secrion J12(kM3HAL a8 in
effect on January 1, 19855, snd

(8) fundraizing expenditures  (bat  see  sectioa
4311{e}(INC) and paragraphs {c}3) and (4) of this
settion. |

£y EXCLUDED EXPENDITURES. Notwithstanding
paragraph () of this secrien, ¢xTmpt purpese expenditures
do nod inciude «

{13 Aqnounss paid or incurred Hhat are  neither
sxpenditures 0 accomplish a3 purpose enumerated in
seczion 1T e 2Bl lobbying expenditures (as defined in
secuen 564811241, nor axpendilures described in
paragraph {515}, (6) or (B) of this section,

(2} The amount of any transfer deseribed in paragraph
{21 of this section,

{3} Amounts paid ®© or incurred for a scparate
fundraisiag unit (as defined in parsgrash ({2} of his
seetion: of an arganization or of an affiliated organization
{see section 56.4911.T(a))

{4} Amocunts paid 10 or incurred for any person not an
emplayee, of any organization not  an  affiliated
organizanon, if paid or incurred prinsanty for fundraising,
but oniy if such pereon or organization eagages m
fundraismg, fundraising counseling or the provision of
similar advice of services,

{5} Amounts paid or incurred that we¢ properly
<hargeable 1o a Capitai sccount. determined in accordance
with the principles thas ly under section 263 or, s
applicable, section 2034, with nespect 10 & unreiated trade
Or busingss,

{6) Amoums paid or incured for a tax it i3 ot
imposed in conpection with the organization's effors 1o
acomplish a purpose deseribed in section 1T(eH2XB3,
such as taxes imposed wwier sections S1Ha)(1) and
491 sy, angd

(7Y Amwunts paid or incwrred for the production of
income. For prposes of this section, amounts are said or
incurred for the prodiction of income i they are paid or
incurred for 3 purpose or activity thas is not substantiatly
reisted {aside from the need of the organizstion for income
" or funds or the use it makes of the profits derived) to the
exercise or performance by the orgenization of it
chaniuble, educational or other o Raktion
constituting the basis For ity exemprion under secrion 501,
For sxample, the costs of ing an endowment am
amounts ﬂﬁ:m i or incured tbepwdu&{maf
income are NOt SxEN purpose expenditures,
Fundmising expendittres are not, for purposes of this
wction, smountss et wre paid or incumed for the
production of income. Instesd, the m:em;?‘a of
wherher fundiraising coste are exemx purpose expendinires
mist e made with teference o section 461 HeX 1 XC) and
parsgraphs (BX8), (cX(3} and {c)4) of this secuon.

{d} CERTAIN TRANSFERS TREATED AS EXEMPT
PURPOSE EXPENDITURES -~ {1} An omganization’s
transfer will be treaind a3 an cxernpe purpose expenditnre
under paragraph (30X 1) of this section i1 i3 -

{i} Described in cither parsgraph (3X2) or (dX3) of this -~

section, s

(i) Not described inrwtah {e) of this section. (2 A
transfer is described in this parsgraph (dX2) if it is made 10
an organizarion described in seerion S0leK3 in
funtherance of the transferor's exempe purhoses and is not
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earmaried for any purpose other than 3 purpose descrived
in section 175 H4XB). Thix, » payment of dues by 1 loca)
O SIIC OVEAMIRLOR 0, Tespectively, & SAL OF fafioss)
organization thar a described in section S01(ck3) i
considared &n eXempt purpose experinure of e vansfems
16 the 2xant it i5 nOt otherwise sarorunrkad.

() A ranafer is describex in this paragmph {433 if it is
a gontrolled grant (as defined in parngraph (N3 of i
section), but only (o the extent of the amounts that are paid
or incutred by the tramferne that would be cxempt purpose
expeaditures if paid or incurred by the tranaferos.

(2} TRANSFERS NOT EXEMPT PURPOSE
EXPENDITURES ~ (1) An organization’s transfer is
deseribed in g graph te) if it i described in one of
paragraphs (#)(2} trough (4.

{2} A transfer 15 dexcribed in this paragraph 16X D) if it is
made 1o 4 member of any affiliated grouy {35 defined in
section 56.4911-T{e)) of which the gansteror is 2 member.

{3} A wansfer is described in this paragraph (2% 3} if the
{ormmissionsr determines thes e tramfer amificially
infistes the sount of the transferors or ransfaree’s
sxempt  purpase  expenditures.  in generul,  the
Commissioner wiil make due determination if s subsiantial
purpose of a transfer is to inflate those exempt purpose
expenditures, A transfer described in this paragraph will
aot b considered an exempt purpose expendiare of the
wansferor, but will be an exempt purpase expendinine of
the gunsferee o the sxieny that {he mansferee txpends the
trenasfer in the sctive conducr of its chariable setivities or
atempts © influence legisintion, Stundards similar 10 those
found in section $3.4942ENIb) may de applied in
determining whether the transferee has expended smousms
in the “active conduct” of ity charitable activides or
anempts 10 inflyence legisiation,

{41 A mansfer ix described ins this paragraph (¥4} if it is
ot & controiled grant and is miade (0 an organigation not
described in secton S0i(cX3) tat does not avtempt o
influence legisiation.

tfy DEFINITIONS - (1) For purposes of paragraph (¢}
of thia sectinn, “fundradsing” includes

{1} Saliciting dues or comtributions from members of the
organizasion, persoas whose dues are in amars, or
from the general public,

() Soliciting gonnt from  busineswes  or  other

i including organizations deseribed in section
5B or

{iii} Seliciting prants from 2 govermments! ynit referved
o in :ecmn 176X 1), o any agency or insirumentality

{2} For purgcses of parsgraph (¢} of this secuon. 2
separate furraising uait of any Zaton st consist
of eisher Two of more individuals a majority of whoss tirme

ismmﬁmdmmg' irng for e OYERNIZALION, O Koy SepArAie
accounting unit of orgsnization that is davoted 10
funcemising. For purposes of parsgraph (¢) of this secuon,
amounts paid 1o or incurred for & separaze fundraising unit
irchude all amocnts incurred for the cveation, production,
copying, and distribuzion of the fundraising portion of &
separnie fundraiting units commmmication. (For example,
an electing public charity ther has a separme fundrasing
unit may not count the coss of postage for & separnes
fundmistng unit's fundraising conmunication as an exempt
purpost even though, urier the electing pubiic
chasity's acoDUnting systemt, that cost is stributadle o the
triiroomn meher than to the separste Amndraising unit).
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{3} For purposes ¢f this section. & "conrrolied prant” is a
oant made by an eligible organization described in sworion
| 501{h= 2(b) @ an Orgsnization act described in section
$01{e ¥ 3) thas meews the following requirements:

{33 The donor 1nmIx the grant 1 a specific project of the
meipient that is in furtherance of (he donor's {nonlobbying)
exempt purposes: and .

{ii} The doror maintains records to establish that the
gramt is used in furtherance of the doner’s (nonlobbying)
£XEMPL pUrposes.

{43 A ransfer, including & grant or paymen of dues, 33
"earmmarked” for a spocific purpese -

£i1 To die extent that the trarxferor directs the iransferes
1o add the amount iransferred w2 fund esmablished o
sccomglish e purgese, o

{ii} To the extent of the smount wransferred or, if less,
the amount agreed upan 10 be expendsd 0 ccomplish the
purposa, if there exisis an agreement. oral or wrinten,
wherely the transferor may cause the transferse o expend
amounts: 1o accomplish 1the purposs or whetehy the
transfercé agrees to expend an amount to accompilish the
prutprse, ,

(5} Exampie. The provisions of this secton ae
Hiustrated by the foliowing caamphe:

EXAMPLE. Organization X is a1 exempr organization
described in section 30HcH3) thar is organized for the
purpose of rehabilitating slooholics. X elected 1o be subject
3o the provisions of secrion 501{h) in 1981, For 1981, X
had the following expenditures thaz are included in its
exempt purpoese expenditures (o the extent indicared.
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SECTION 844911.5 COMMUNICATIONS
WITH MEMBERS.

{6} IN GEMERAL. For puposes of sectivn 4911,
sxpenditures for cenain communications between an
orgenization  wnd  its  members  (“membership

- -commenicstions”) sre mested more lerdently than are

communications (o nonmembers. This saction 36.491).8
contans rules about the more lenient rreamment, {n cengin
cases, this secton provides that sxpendimres for 2
rembership communication are not lobbying expenditures
tven though those sxpendiures would be lobbying
sxpenditures if the communication were (o nonmembers.
In other cases, this seciion provides thar expenditures for a
membership  compunication are direet  jobbying
expenditures evan though these eapendirires would be
grass oot expenditures if the communication were (o
nonmembers. Farsgraphs (b}, (¢) and (d) of this section se
forth the more lenent rajes that apply for communications
that are direcred only t© members. Paragraph (¢} of this
sestion sets forth the more tenient rules that appiy for
coMmMuUnICEtions that are directed primartly, but oot soiely,
o mernbers. Pamgraod () of this section sex fouh cenam
definitions and special rules,

() COMMUMICATIONS (DIRECTED ONLY 10
MEMBERS) THAT ARE NOT LOBBYING
COMMUNICATIONS, Expendirures for 2 communication
that refery 10, A reflects 3 view on. specific legislation
are nor lobbying expenditures if the commumcation
sasisties the following requirements;

(1) The communication is directed only w memnders of
the organization;

{2} The specific legisiation the communication rafan o,
and reflects & view on, is of direct intzrest 10 the
orgamzation snd its members

{3} The comununication does not direcily encourage the
member 1o engage in direct loblying (whether individuglly
or through the organization); and

{4} The communication does not directly encourage the
member 10 engage in grass roots lobbying (whetker
individually or through the organization).

(¢} COMMUNICATIONS (DIRECTED ONLY TO
MEMBERS) THAT ARE DIRECT LOBBYING
COMMUNICATIONS. Sxpenditures for & comumunication
tha refers 10, and ceflacn & view o0, specific legisiation
and thar sanisfies the roguirements of {BHin
723, and (BX4) of this section, bt does not sstisfy the
Tequiretents of {bX3) of mis section, are weated
ax expenditures for duect lobbying,

{d) COMMUNICATIONS (DIRECTED ONLY TO
MEMBERS) THAT ARE GRASS ROOTS LOBBYING
COMMUNICATIONS, Expenditures for s communication
thay refers to, and reflects & view on, specific legisistion
and that satisfies the requirsments of paragraphs (8] ) andd
(BN} of this section, dut does not satisfy the reguirements
of paragraph (bX4) of this secoon, are weand &8 grass
roexy expendinires (whether or por e communCation
sarisfies he requirewnents of paragraph {Dj(3} of ths

| seetion).

{¢} WRITTEN COMMUNICATIONS DIRECTED TO
MEMBERS AND NONMEMBERS ~ (1) IN GENERAL.
Expenditures for any written cormpnunicauon  that s
designed primarily for mesmders of an organizacion {bu not
directed only to members) and that refers 1o, and reflects &
view on, specific legisiation of direct inerest w0 ihe
organization and ity members, sro meaied &s cxpendiures
for direct ae mots lobbying in accordance wih

g}, {eM3} or {e¥4) of tfus section For
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purposes of thiy secuon, & commumcation ix deai
primarily for members of an organixation if more than half
of the recipients of the comemanication are members of the
OrgANLZALION.

¥4 DIRECT LOBRYING
ENCDURAGED - {i) LOBBYING EXFENDITURE
AMQUNT. If a writien communication described in
paragraph (¢3(1) of tlus secnon directly encourages readers
to engage individually or through the organizanon in direcy
labbying bur does not diTectly ncourage them o engage i
grass roows fobbyving, e cost of the commumcaion i
. aflocated betwean zipenditures for direct lobbying and
grass roats expendiwures in accordance with paragraphs
tey 2% and {1ii) of this section, The porion of e cosi 1o
be allocaied includes ali costs of preparing A the maerial
with respest (o wiich readers ars urged to engage in diregs
inbbying plus e mechanical and disiribution gosts
attnbutable 16 the Hasage devored o this material {see
section 131 s 1INE
{31} GRASS ROOTS AMOUNT, The amount allocable
A5 A gTESS roots expenditure for 3 termmurication dexcnbed
in paragraph (¢} 1) of this section is e amount walouinted
in paragraph {¢X2¥G of this section muitiptied by the sum
of the nonmember subscribers percentage and the all other
distribution percentage, beth as defined in paragraph ({7}
of this section. Seolely for purposes of e allocation
deseribed in this parsgraph {fex3)il), the nonmember
subscribersy erage 1y freated ax 220 uniess # is gresar
tan 15% of wal distribution.

(i} DIRECT LOBBYING AMOUNT., The amcant
aliocsbic a5 an expenditure for direct lobbying for a
corEnunication  described in paragraph {edl] of this
seetion is the excess of the amount described in paragrash
(ed2¥i) of this section over ihe mmouni described in
paragraoh {eXZ2 i) of this section.

{3} GRASS ROOTS EXPENDITURE IF GRASS
ROOTS LOBBYING DIRECTLY ENCOURAGED. If &
written communication described in parsgraph {«)(1) of
thiz section  directly sncoursges readers o engage
individually or collectively {whether through e
organizanion of ctherwise) in grass rooes lobbying (whether
of not it also encouriges readers I engage i direct
iobbying), the grass roots expeniture ingi sl the costs
of preparing all the matenial with respect 1o which readers
are urged o engage in grass roos lobbying plus the
mechanical and distribution costy sreribatable o (e 6
devoted 10 this material (so¢ sovtion LSEX IS

4y NO DIRECT ENCOURAGEMENT OF DIRECT
LOBBYING OR OF GRASS ROOTS LOBBYING. If a
wrinen communication. described in parsgraph (ei)) of
this saction does not direcuy eocourage resders 1o engage
in either direct lobbying or gras roots [obbying,
expenditumes for the commuumcstion st not fobbying
expenditures. ‘ :

{fy DEFINITIONS AND SPECIAL RULES. For
purposes of the regulations under section 4911 --

{1} MEMBER; CGENERAL RULE A person is a
member of an elocting public churity if the person «

(i} Peys dues or makes » qontribution of more than a

{ii} Msakes a contribution of more than 3 nominal
emount of ime, or
* (iii) Is one of 1 limited number of "honomry” or “life"
members who have more than & nominal connedtion with
the clecting public charity and who hgve been chosen for s
¥alid reason {(fuch as lengih of service 1B the organization
of involegment in xtivities forming the bass of the
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tlecting public charity's exemption} unteiated 1 (he
slecting public charity's dissemination of informanoe © iry

{2) MEMBER: SPECIAL RULE. A pemsos not s
member of &n electing public charity within the mesning of
parsgraph (1)1} of this section may be geatnd us ¢ member
i the electing poblic charity demonstrates to the
satisfaction of the internal Revenue Service that there is a
g reasan for its membership requirements not meeting
the requirerents of such peragraph (£)(1), and that i3
membersiip requitements do not operale 10 permit an
#huse of the rules described in this section,

{3y MEMBER;, AFFILIATER GROUP OF
ORGANIZATIONS. For purposes of this section, a person
wiio is 3 metnber of an organization that is a member of an
affiliated group of orgamizations {wuhin the mesning of
section SG&ASL1-Te} 13 tremted a8 a rmember of 2ac
organization in the sffilined group. ‘

(4) MEMBER: LIMITED AFFILIATED GROUP OF
GRGANIZATIONS, For purposes of this seczion. » person
who it & member of en orgatization that s 2 member of a
limited afflixzed of organizations {within the
meaning of secuon 56,497 1100k} is meated a5 3 member
of sach organization in the limited affilisted group. W
onty W the axteme tha the comumunication relates w a
ratonal legislanive issue (within the msssing of section
38411 10(g))

(5} SUBSCRIBER. A person is & subscriber t5 & written
COMTNUPITRLON i =

(i) The persen is & rmember of the publishing
organization and the membership doss sxpressly include
he right to receive fie weilter COMMunicRLion, or

{ii} The person hus sffimmatively expressed a dasiee 1o
receive the writen communicstion and has paid more than
2 nominal amount for the communication.

{6} DIRECTLY ENCOURAGES ~ (i) DIRECT
LOBBYING - {A) DN UGENERAL. For surposes of this
secTion, A communication directy encourages & recipitnt 1o
engage in direct lobbying. whether individually o7 trough
the orgasization., if the compnunication

{1) Stares that the recipient shouid conuct a legishator or
an smoloyes of & legislative body, or shouid comact any
wther government official or employse who may
pErticipam i the formulssion of legisistion {but only if thw
principal purposs of arging contact with the goverament
officisl or employes is o influence lagislaion);

(2) Suates the midress, telephome sumber, or similer
information of & legisistor or an employee of 4 legislative
bady. or

{3} Provides a petition, tear-off posicard or similar
matenial for the recipient 10 communicate his of her views
o a legisistor or Bn employee of a legisiative body, ¢r o
any other governmem official or smpioyee who may
parvicipate in the foruistion of legisistion (dut only if the
principal purposs of so faciliering consact with the
government official or employer s w  influence
legisiation). .

(B) “SELF-DEFENSE* EXCEPTION  FOR
MMMt g ST

. isions o XA} &
this secdon, for of paragraphis X3k {(eH2Xi).
(6X3} and (eX4) of this section, & mrzgnzcx?gb that
directly sncoursges & member 10 engage in direct ving
aclivm}::s that are descrived in section 49T1(EHIHCT and
that would mt be amempts to influence legisiation #f
engaged in dimetly by e organization 5 reated as @
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communication that does not drectly encourdge & member
10 engage in direct lobhying,

(Y GRASS ROOTS LOBBYING. For purposes of
paragraphs (DXN4), {eX3} and (eX4) of tis section, a
commaunication directy encourges recipienis to engage
individusily or collectively (whether brough the
organization or oUWTWIsE) in grass rools Iobbying if the
cammunication: ©

{A) States that the recipient should encaurage any
sonmamber 10 contst 3 legislator o7 @ employee of 3
legislative body, or 0 <on@ct amy other govemmient
official or employes who may panikipate in the
formuiation of legislation (but oaly f the wincipal purpose
of yrging contact with the govermment afficial or zmployee
is 12 1fluence legslanon);

{B} States thar the mgipient should provide 1o any
nonmember rhe sddress. elephone number, or similar
informmion of a jegisiazor or an emplovee of a legistative
biady: or

(€} Provides (or requests that the recipicnt provide (©
ronmembers] 3 pefition. isgr.off posicard o similar
matarial for the recipient (Or naamember) o 1sE 10 a5k any
nonmember t¢ communicare views o & jegislator or an
employee of 3 legisiative Body, or o any oer govermnment
official or employes who may parcipate in e
formulation of legislation, but only if the pﬁmipalfﬁumcsa
of so facilitating contacy with the govermment official or
erployee is 0 influence legisizion. For purpesss of this
paragreph {FXEKINHC), a pettion is provided for the
recipient to use 1o ask any noomember © communicate
views if, for exampie, the petition has an entire page of
prepringed signature dlocks, Similany, for purposes of this
parsgraph  (D(6YINC), where o communication i
distrzbuted 0 a single member and provides several tear
off posteards addressed to 2 legisiator, the postcards we
presumed to be provided for the member to use 10 ask a
nonmember (& SoMmMmuUNicate with the jegislator. |

{7} PERCENTAGES OF TOTAL DISTRIBUTION.
With respect to a compnunicoation describexd in paragraph
{£X13 of this section « :

{13 "Member percentage” means the percentage of wial
distribution thar represenrs disiribution of & singie copy 10
any membe: _

{ii) "Nonmember subsiribers percentage” mesns the
perceninge of 1ozl distnibution that distribation
to noamember subscribers {including libearies); and

(i} “Ali other ‘distribution percentage” means 100%
reduced dy the sum of the member perceniage and the
nonmember subscribers percentage,

(8) REASONABLE ALLOCATION RULE. in the case
of jobbying expenditures for & communication that aiso has
2 bona fide ng purpose and that is sent ooly or
prissarily to members. an ehcting pablic charity must
meke 2 masonabie aflocarion betvapen e amount

purpose &ng e amount
expended for it ing purpose. See  section
364911 HaX 22X,

SECTION 58.4911-6 RECORDS OF LOBBYING
AMD GRASS ROOTS EXPENDITURES.

(0} RECORDS OF LOBBYING EXPENDITURES. An
clecting public charity must keep 8 record of its lobbying

expenditures for the teable year, Lobbying sxpenditures

of which sn organization must kesp » cecord include the
fallowing:
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{1} Expenditures for $ras3 ol lobbying, as desori
10 paragraph {b) of this section: e bed
{2) Amounts directly paid or incummed for direc
lobbying, inclading payments to snother orgasizacion
carmarked for direct lobbying. fees and expenses pxid
individuals or organizations for direcs lobbying, amg
prnting, mailing, and other direct costs of mepraducing and
distributing materials used in direct lobbying:

(3) The pontion of amounts paid or inwrred &s current
or deferred compensation for sn empioyee's services for
direct lobbying;

{4} Amounts paid for out-of-pocket expenditures
incurred on behalf of e organization and for direct
lobbying, whether or not incurted by an emiployes

(%) The allocable portion of administrative, overhead,
and other genersl expendituees anribyiable 10 divect
lobbying:

(6} Expendirures for  pueblieations or  for
COmMMUNICAHONS  with members 1o the  extent the
sxpenditures are meated as expenditures for dirent lobbying
urder section 56.4911-5; and

(71 Expenditures for direct lobbying of 3 controlled
organization {within te meaning of section 58.4%911-10(¢))
to the extent included by & controlling organization {within
the meaning of section 36.4311.106c}) in its lebdying
expendirures.

{1 RECORDS OF GRASS ROOTS EXPENDITURES.
An electing public chissity must keep & record of its grass
rosts néx.pmdi;um; tf:w the -uxable year. Grass roots
expereditures of which sn ization must keep & record
include the following: Srpras

{1} Amounts directly paid or incurred for grass roots
icbbying, inchsiing payments 1 other organizationg
sarmarked for grass roots lovbying, fees and expenses paid
te individusis or organizationy for grass rooss lobbying,
and the primting, mailing, and other ditect costs of

" reproducing and distrilating materials used in grass roots

lobbying:

{2) The portion of smounts peid or incurrest &8 current
ot deferred compensation for n employee's services for
Fass roots lobbying.

{5 Amounts gid for out-of-pocket expenditums
incurred oo betalfl of the organization ani for grass roots
lobiying, whether or not incurred by an emploves;

" (4) The allocable ponion of adminisTative, overhesd
and other genersi sxpenditures sribatable (0 grass roows
lobbying:

{5) Expendirures for publications or communications
that sre trested as expenditures for grass roms lobbying
undier section 36.491 1-5: and

ing of a cunolled

{6) Expenditures for grass roois lobbying
organizanion (within the meaning of section 56.451 1.10())
1o the extent inchaded by & controlling organization {within
the meaning of section J64911-1Xc)) @ s grass rocs
cxpenditures,

SECTION %6.0911.7 AFFILIATED GROUP OF
ORGANIZATIONS. :

(@) AFFILIATION BETWEEN TWO
ORGANTZATIONS. Sections 4311(1W1) through (3)

- comtain 4 limirnd sati-abuse rule for provps of affiliaed

orgenisations, In penweral, the rule operses (0 prevent
Emerous organizations from being crexed for thie purpose
of avoiding the siding-scale percentage Himilstion on &n
elocting public chwrity's fobbying expendinires (as well s
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svaiding the $1.000.00C csp on 2 single clocting public
chasdty's  iobbying  2xpendinures). is is generally
sccomplished by oesting the members of an affilisted
group a3 » vingle organization for purposes of measuring
bath  lobbying expenditures and permirted - lobbying
expenditures, The anti-abuse rule is implemented by this
section 56.4911-7 and sections 56.4911-8 and -9, This
section $6.4911.7 defipes the erm “affiliated group of
organizations” and defines the taxable vear of an affiliated
group of orgapizations. Section 56.4%( 18 provides rules
congemning the exempt purpose expenditures, lobbwiag
expenditures and grass roots expenditures of an affiliated
group of organizations. 35 well as rules conceming the
appiication of the excise tax imposed by secticn 481 Ha) on
excess lobbying expeaditures by the group., Sechion
3649119 provides rules concerning the application of me
section SOL{R) lebbying expendityre Himits 10 members of
an affiliated group of organizarigns. {(For addinonal rules
for members of a limited affiliated group of organizations
(generally. organizations that are affiliated solely by reason
of goveming instrament provisions thar exiend control
solely with respect (0 national legisiation), see secuon
AFE 114} and section 364811101

{1} N GENERAL. For purposes of the reguintions
under section 4911, wo organizations are affilimed,
subjecs 10 the Hmitation descnbed in paragraph (232} of
s section, if one organization is able 1o conrrol action on
cgzsiazmz issues Dy the other by reason of interlocking
wvm? boards (see paragraph (b} of this section} or by

provisions of 1he goveming insouments of the
sontrolied organizavion (see paragraph (¢) of this section).
The ability of the controlling organization to control action
on legisistive issues by e conmolied organmization is
sufficieny to establish that the organizations are affiliated;
it is not necessary that the control be exercised.

() ORGANIZATIONS NOT DESCRIBED N
SECTION 301(c¥3). Two orgenizations, neither of which
* is described in section 501(c)(3), are affiliated only if there
exists ar lesst ome organization described it section
504¢eH3) that is affiliated with both organizations.

(1) ACTION ON LEGISLA‘H‘-"E ISSUES. For

purpases of his section. the ferme "action on legislative
issues” includes taking s position in the organizaton's
name on legislation, authorizing any person o take. a
position in the ization's nmne o6 legisistion, or
authoriting any lobbying expenditures. The phrase does
not include sctions ken merely 10 comect unauIborized
ACTIONS taken in the Srganization’s e

(br INTERLOCKING GOVERNING BOARDS -~ (1)
IN GENERAL. Twes organizations have imerfocking
goverring bomrds i ome {the conmrolling
organiraiion} hss s sufficiens sumber of tives
{within the mexmng of prragraph (5X(S) of this section) on
the govarning bomd of the secood ion {ihe
consrolied organization) o I Dy sggregating their votes,
the sepresentatives ‘of te convolling organization can
cause Or prevem sotion On legisiative issues by the
commoiled  orgsnization. If e mmnuons have
interiocking 3 organizations are
aﬂiﬁmﬁmt% wwwworwmmcrm
representatives of the controlling organization vote on any
parsiculnr maner,

{2) MAJORITY OR QUORUM. Except as provided in

parsgraph (BX3) or (4) of this section. the number of
FepreSentALives af an ion  (the controlling
organization) who are members of the governing board of
a second organization (the controlled organization} will be
presumed suﬁicmrt 10 Cause or prevers action on

462
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legisiative issues by the conmolled organization i
umber either v ‘Bt

() Conwtitures x majority of incumberts an ihe
goveming board, or

iy Constitutes » quonem, or is sufficient 1o prevent a
quansm, for acting on !zsz;tanve issues.

& YOTES UNDER GOVERNING
INSTRUMENT OR L AL LAW. Except as provided in
paragraph (DX4) of his section. if under the goveming
documents of an crganizaion {the conpoiied organization),
it can be demermined thar o lesser number of votes than the
sumder descrided in parsgraph (BX2) of this section i3
necessyry or sufficient 1o cause Of o prevent action on
iegisiative issues, the number of representatives of the
sonitrolling  organizmiion who mre members of (e
governing bomrd of e conroiled organization wili be
zonsidered  sufficient to cause or prevent action o
legisiative issues if it squgls or exceeds tut number.

{4} REPRESENTATIVES CONSTITUTING LESS
THAN 15% OF GOVERNING BOARD. Notwithstanding
preagraph X2 or (1) of this section, if the number of
represeraiives of one organization is less than (5 percent
of the incumberts on the governing board of 2 second
OYRATUZAON, tie WO organizacons are not affilisted by
reason of imeriocking governing boards,

{3} REPRESENTATIVES ~ (i} This paragraph {b}m
describes members of the governing board o
arganization  (the controlled  organization) who m
considered cepresentatives of & second organization (the
comrelling organization). Under this paragraph K5, 2
member of the govermning board of a controlied
m‘gm:mn raay be s cepreseniative of more than one
e 1 o] gmmmhmmﬁmmﬁwﬁww
veRe of any issbe being tonsidersd by the goveming board
is ot A representarive of any orgaaizstion,

{ii) A board member of one organization {the controlied
organization) ix & representstive of & secondd organization
ithe contolling- o ion} if the conuolling
OFERRHEAHG Bins spec designated that person to be &
mm&ggwﬁzdmw%ﬁ guq;oscs

parsgraph i parsgraph (OXI¥iln of s
seetion, 2 bowrd member of the conwrolled organization s
specifically designaied by e conwolling orgenization if
the board member is selected by virme of the right of the
wder the governing instyuments

ontroiied organitation, sither 1o devignate 4 person
wu:m&mmwsgmcmmg
bosrd, or to select & person for & pogition that entities the
noider of that positices 1o be 3 member of the controlled
organization's goveming bowrd.

(i} A bomed member of one organization who is
specifically desigracted by m socond  organization, a
mapority of the goveming board of which is made up of

ives of & third organization. is & representative
of the third organization xs well as being & representative
of the sacond organization pursaant to paeagraph (bX$xii)
of this section.

(iv) A oard member of one organization who is also &
member of e governing bowrd of » second organization is
a representative of tw socond organization.

(¥) A boand member of one crganization who is an
ofﬁmwwmﬂg&wbeze{xmw
Organization is § representative secoewd organization,
Although iithes are significant in determiming wheiher 2
persan is & member of the executive saff of an

O7GRNIZALION, employer of sn organization who
POSSaLsLs mhgg; commoniy mm by an gxagutive I8
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considersd an exacutive Staff member for purposes of this
paragraph (bX(3Xv}.

(¢} GOVERNING INSTRUMENT. One organization
{the “controlling™ organizazion; is sffiliazed with & second
organization (the “contralled” organization) by neason of
the goverming instruments of the 2onrroifed organization if
the governing instruments of the controlled Srganization
limit the independert sction of the coneroiled arganization
on legisiative issues By fequiring it 0 be Sound by
decisions of the other organization on legisiative issues.

{¢) THREE OR MORE ORQANIZATIONS
AFFILIATED . (1Y TWO  CONTROLLED
QRGANIZATIONS AFFILIATED. [ a controlling
organization descrided in ris section is affiliated with sach
of wo or more controlicd organizations described in this
section. then she comrotisd organizations sre affiliated
with 2gch other.

{2) CHAIN RULE. 1f ane organization iy a comrolling
erganization described in this sacuon with respest 1 2
secand organizabicn and that second OfganizAlion it @
comroiling  orgamsization  with  respect W a  third
ohram:mm shen the first organization s affilinted with
the thind

fe) AFFILIATED GROUP OF ORGANIZATIONS
{1} DEFINED. For purposes of e regulstions uader
seciion 4911, an affilisted group of organizations is 2
group of organizatons —

{1) Each of which is affiliauwd with avery other member
for st least thinty days of the axable vear of the affiliated
?mup {determmned without regand o the election provided

or in paragraph (X3} of thix section),

{11} Each of which i an eligibie organization (within the
meaning of section |50 Hn-2{b) 1)), and

(i} At least one of which is an electing member
organization {within the mesning of paragmph (x4} of
thiy section).

Each organizszion in a group of organizations fu
satisfies the requiremients of the precading sentence is 2
memder of the affilizted group of organizations for he
taxable yesr of the sffiliazed group. :

(2) MULTIPLE MEMBERSHIP. For
of an organizssion, it may be s member o
aftitiated groups of organizations.

{3} TAXABLE YEAR OF AFFILIATED GROUP. If sl
thas oxaiie yea? is the tesabis “a?“mmm"““"w’w’

is yesr
!fuwnmub?:afwufﬁﬁm
same taxable year, the taable yeur of the affilisted group
is the calendar vesr, uniess the vlecricn ynder parsgraph
e ¥ 5) of this sectiog is made.
_ {4} ELECTING 'MEMBER ORGAMIZATION. For
T Coong eher opmiCROn” 5 M pEAion 1
“electing on” s an
which the expendicuw test election under section 5(}2{1%)
its On af least one day of the mzable year of the
liased group of which it is a member. For purposes of
the receding semtence (I notwithstanding  section
1.501{2%}-2{&)), the expenvdituse Rt is not Somsidered 1o
apply 10 the organization on any day before the dae on
mcmﬁm@mm&m&mmm
shection,

{5} ELECTION OF MEMBER'S YEAR AS GROUPS
TAXABLE YEAR. The naxable year of an affiliated yroup
may be determined sccording to the provitions of this
porsgraph (£X5) if all of e members of the affiliaed
group 3o ciecs. Undder This parsgraph {e)(3), each member

txable year
WG O mom
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organizasion shall apply the provisions of

and 4911, wnd tho ropuiNGOns heTeunder (e
Wsuhdmmi&mmm.b?m“u oWt axsble
Year a3 the wxabie year of the &Mlsted group, The
slection mey be made by wn slecting member arganization
h}‘Mmgmmmmmnm{m1mifm

.every other mernber of the affilisied group tat contins:

the organizaton'y n.:me, widress, empioyer
idemification e s signed consens 1o the
siection provided for in thu graph (2X35). ‘The g}e:zgm
must be madcm%mtzmmx&w of the firet anausi
return af mry clecting member for iix waable year for
which the member is iiable for mx under secticn 491 1(a),
detesmined wnder section 56.4911-8(d). The slaction may
nat be made or revoked afier the due dme of the retum
referred 10 in the precoding sestence =xcept upon such
eoms and conditions ax the Commissioner may prescribe.

{fi EXAMPLES. The pmvisions of ihis section are
iBustried by the following examples,

EXAMPLE (1) M. B, and © wre eligibie zations
within the mesning of section 1.301(hR20bX 1) his 3
goveming bokrd made yp of nine members. Five mombers
om the boand of K sre also members of e board of M. N
desigrares five individualy from among s board, officers,
and executive staff members b serve on tie board of O. M
is affilinged with N, N is affilisted with Q. snd M is
affilizied with O,

EXAMPLE (2). X, an eligibie orgarization, has & board
consisting of 0 members, Five unaffiliated 1ax-exemmne
acganiations exh desi two individusis 10 serve on
the mgbw'daf Asimpitmmtyafmm
of establish X't posidon on
legnimw issues. X is net ad with anry of the five
AUONOMOUE  orgEnIzAtions bg reason of interiocking

governing bosnds.

EXAMPLE (3}. P and Q are eligidie organizations, The
govmgmmd@mm;xmummea
pessition on begisiation if P disapproves of the pogition. In
addirion, there is regulsr correspondence berween P and
with regsrd to positions on legisintion, P is affilimed with
gy%mdmehuemw.mmmm

EXAMPLE (4). Thw goveming tward of organization R

madives to the position mken oa iegisiative issues by
organizrstion 9. R and § sre cligible iors and do
oot ave imeriocking goverming The '

goveming
instruments of R do ek mention ocgaaization § and do oot
indicns s R s m de boumt the decisions of
lepisistion of arry orgxnization. R und 5 are oot sffiliaed.
EXAMPLE (%) Organization Z is bound, under the
s of i goveming insuments, by the legislative
doma!i)rmmon&’ Y, however, is
wmmdi:smnimumbym
of Organization ion X is
mwzmz.&'anmmm and Z; ant Z
ammwmxwx

action. I U wem the T and ¥V
wosid be sffilixeed as two conmoiled by the
e

A is described in section

EXAMPLE (7). Organdeation
582{:)(4). I iy li‘!!im xs the contoiling organization,
withy organizations K amd L., both of which we described in
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section J01ceX3) and xre eligible to eiect under sestion
201(hy. 3 X siecs under section 301(h), ¥ ard L are an
affilinted gmtg of organizations. Even though A is
affilisted with K and L. A is not & member of that affiligted
group of orgamizstions because A is not n eligible
srganization withia the mesning of section 1.501(h.
LMY (see section 364911~ F{exnl) for the definition of
which affiliated organizations may be members of an
afiliated group of organizations).

EXAMPLE (8). (3. H. L and J are eligible organizations.
. H. and [ have slested the sxpenditure (ast ider secrion
501¢n). The governing board of J has nine members. Under
the govering instrurents of 1, organizations G, H. and |
zach designae three members of the governing board of J,
Alss under the goveming instruments of L action on
iegislative issues requires the approval of any scven board
members. Because the thres represeomatives of G ma
prevan: action o legisiative issyes, I is affiliaed with G
Similasiy, J is sffiliated with cach of H and 1. However,

under nane of the rules of affifadon is G affillazed with M,

or H with {, or | with G. Therefore ] is 2 member of one
affiligted group comprising G and L of anuther group
}:ma;adsitzg H and I, and of a third group comprising | and

EXAMPLE (). Organizations €. D, and E have been
affilisted for many years and have all elecied the
expendizurs est. Each bas 2 vaxable year ending july 31,
Fur every day of the year ending Juiy 31, 1992, they wers
oligible organizations. slacung member organizations. and
affiliated with each other. On no day of thar yaar were they
affiliated with any other chgible organization having 3
different taxahic vear, Themfore. the year ending Jaly 31,
?95« is d;é taxable year of the affilisted group comprising

- £ md *

SECTION $6.4911.8 EXCESS L.OBBYING
EXPENDITURES OF AFFILIATED GROUP.

(a3 APPLICATION. This section provides rules
conceming Ihe SXLIMpt purpoIe ex itures, lobbying
expenditures, and grass roots expenditures of an affilisted
group of organizations, and the spphication of the excise
tax imposed by section 491i{a) on the excess lobbying
sxpendirures of the groep.

(%) AFFILIATED GROUP TREATED AS ONE

ORGANIZATION. Under sextion 4911(f), an affiliaed

gmupaiorgminﬁmism:summmmm
or purposes of the tax imposed by section 4911(a). For
-any iaxabie year of the affilisred gmup, the groups
jobbying expenditures, grass oo expenditures, and
exempt purpose expenditures am equal 10 the sum of the
lobbying espendimwes, grass socots expenditures, and
exempt purpose expenditures, respectively, pmid or
incurred by each mussber during the wxable yesr of the
affilised group. The ing sod grass oty nontaxabie
amounts far the p fov » axable yowr ae
determined undey section 495 LX) aad (4) and section
$8491i-1c) 2nd arw baked on the sums of the exempt
senence.

section 1.501(1)-HeX3) s {5) basod upon the nontaxadie
amounts determined pursiant 1o the preceding sencee.

{c) TAX IMPOSED ON EXCESS LOBBYING -
EXPENDITURES

OF AFFILIATED GROUP. The eacise
tax under soction 491183 is imposed for & 1axable year of
an affiiiued g@ if the group has excess lobbying
expenditures, any mxabie yesr of an affilissed grougp,
the groan’s excess lobbying expenditres are the greser of

2464

(1) The smount by which the growup's bty
expenditures exceed the group's lobbying mahnsg
Tmount, o

(23} The aowum by which e group's grss roots
expenditures exceed the group's grass 100 fOnLxable
ARG

(¢) LIABLITY POR TAX . (I} ELECTING
ORGANIZATIONS. As provided in this paragraph (d), an
tlecting member organization is lable for all or 2 portion
of the exeise Wax imsosed by section 491108} on the excess
jobbving cxpenditures of an  affiiaied group of
organizations, An Organization that is labie under chis
pamgraph {d) is not Liable for any excise Wax under section
4911 based on its own excess lohbying expendingres. A
member of the affilisted group thas is e an glecting
member organization is not lable for any portion of e
excise ax that i3 imposed with respedt 10 the affiliated
Foup. :

(I TAX BAMD ON EXCESS LOBBYING
EXPENDITURES. If e sxcite mx imposed by sectiton
1(ay on the £xcess lobbying expenditures of an
affitiaed group of organizations is based upon the amour:
descrided in paragraph (G} 1) of this secuon, and &t lsast
ot cjecting member has madie lobbying cxpenditures.
each slecting menyber organizaiion is Habie for 2 partion of
the mx equai o the emount of the ux mulliplied by a
fraction, the tumoreter of which is the electing member
organizarion’s loblying expenditures paxd or ncurred
during the axable yesr of the affiliated group, and the
denominaor of which is the sum of the lobbring
expendirures of all ciecting member organizations in the
group paid or incwred during the wuabie year of ihe
affiliuted group.

{33 TAX BASED ON EXCESS GRASS ROOTS
EXPENDITURES. i the excise wx imposed by section
491 Ha) on the excem iobbying expenditures of an
affiliazed group of izarioas is based wpon the amount
described i paragraph (£X3) of this secton, and &t ieast
one electing member has e o018 expenditures,
each eicening member ceganizasion is lable for s porton of
the tx equal @ the amoant of the 3ax muitiplied by the
fraction described in pursgraph (dX2) of imy section.
excopt that "gras roots experciitures” is sudstinged for
“jobbying cxpenditures.”

4} TAX :
EXPENDITURES. If the excise x imposed by section
$9110a) s the excess lobbying expenditires of an
sffilisted group of orpenizations is based upon the amount
éescﬁbadin)gnam{cﬂ)ofmmwif
parsgrapha (¢X2) and {dX3) of this section do nit spply
because no electing organizeion has made lobbying or
grass roon  expenditures, respectively, 2ach  eclecting
member organization s liable for & portion of the @x equal
to the amount of tax multiplied by = fraction e numersior
of which i3 the clecting membet organizaon’s exemp
purpose expendinures £nd the denominator of witich is the
exempt purpose sxpenditures of ail the electing memmber
organizations in the affilixted group. ,

{5} TAXABLE YEBAR FOR WHICH LIABLE. An
e P iy
i XL IRX i #) on
Lxcess i of wa affilisted group of

i L for the sx s if the fax were
imposed for i3 taxsbie with wiicls or within which

. mmmmafmm

(&) ORGANIZATION A MEMBER OF MORE THAN
ONE AFFILIATED GROUP. If, ander this paragreph ().
an organization is liable for its wmxable yoar for twe of

Highlights & Documents, Asgust 31, 199¢
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mere excise xes imposed by seion 491i(a) on the
excess Jobbying expenditures of two 3t more aMlised
groups, thew the organization ix dable oniy for the greawer
af the two of oM e "

{e; FORMER MEMBER ORGANIZATION. An
clecting member organization that cesses 1o be 2 member
of an affilisted group of igations, the txable vear of
which is different from its own, must hereafier derermine
it lability under sectica S649T1-1 for the excise tax
imposed by section 4911(2) a2 if its taxable year were the
xable year of the affiliated group of which it was
formerly a member. An organization (o which this
paragraph (e} applies thar is hable for the excise tax
imposed By secsion 491144} is liable for the tax as if the (ax
were imposed for s taxabie year within which ends the
waable year of e atfiliated group of which it was
formerly a member. The Commissioner may. at (he
Commissioner's  discretion, it an organization 0
disregand the rules of this paragraph (¢} and ¢ determine
any jtabidity under section 4911{2) based upon its swn
tanabie year.

SECTION 36.4911.9 APPLICATION OF SECTION
%01(h TO AFFILIATED GROUPS QF
ORGANIZATIONS,

(a) SCOPE. This section provides rules congerning the
appiication of the limitations of section S01(h) 1 members
of an affilinted of omganizations (38 defined in
section 364G T(eX 1)

{b) DETERMINATION REQUIRED. For cach tazable
vear of an affilizied growp of organizations. e
caloklations described in setrion 1L.3DI{F3IDBXIXD and
(i1} must be made. based on the expenditures of the group,
if, for o uxable vear of an affilimred grouy, it is i
that the sum of the sffiliated group’s lobbying or grass
rocts capeaditures for e group's base yoars exceeds 150
percent of the sum of the groap's ing nontaxable
amoums for the Jase yeary, then umder section 501, esch
member organization that is 2  electing  mwmber
organization (as defined in section 56.491 1-7(eX4)) at sny
ime in the txable year of the sffilised groop shall be
denied tax exemprion beginning wids i firet mxable yosr
bﬁ;imiag sfter the end of such wxable year of the
affilisted group. Theresfier. exemption be denied
unjcs,}{pu::zm w section 1.501{h3(d)) the organization
reapplies Euecgzmd’ £5 SXUMDL &% 40 OrgANitation
described in section 531X 3) For purpases of tus section,
the erm “hase years” genemily mesns the txable year of
the affilinted group for which & determination is made snd
ihe gmoup's three vecoding axabin yemrs., Base yosn,
however, do not include any year preceding the firat year
in which & least one member of the group wis weated &3
deseribed i section 501(eX3)

' {¢y MEMBER ORCANIZATIONS THAT ARE NOT

ELECTING QRGANKIATIONS. Aa organizazion that is &
member of sn sffiliased grosp of orgamomions b that s
not an ¢lecting movaler orgenization remaing subject 1w the
“substantial pxrt cem” described in section $01(cX3) with
respect 10 i3 sctivities ivolving aitempts o influence
legislation.

{4} FILING OF INFORMATION RELATING TO
AFFILIATED GROUFP OF ORGANIZATIONS -~ ()
SCOPE The filing i described  in  this
parsgraph {d} spply 10 member of sn affiliated group

of organizations for the taxable yeur of the member with

which, or within whick, ends the taxable vesr of the
affiliated group. ]

Righlights & Documents, Angust 31, 1590

. of the grouy's

(2) IN GENERAL Each member of an i
of organizations shall provide wwmm%%
FEp, before the first day of the second monry following
the close of the affilisted group's xable vear, ity name
dentification sumber, and the information requimd undes
section 1.6033-2(ax 2)(iiXX) for its expenditures during tve
group's xable yewr ang for Pﬂﬂfﬁtnbkym'o?m
group ﬁwmb&wymnn&rmgzm{b}»&,mm
slecting under section 38.49117(eN$) w0 have sach
member file informazion with respect 1 the group based on
its taxable year, each member shall provide the informution
required By i preceding sentence by tresting eack mxable
vear of avy member of the I8P 23 & wxable year for the
group.

(3} ADDITIONAL INFORMATION REQUIRED. In
addition o the information required by section 1.6033.
2@KhNK}, each rmember of an affiliated group of
orgazizations must provide on its anaual retwrn the group's
taxable year and, if the election under secron 56.4911.
TeXS) iz made, the nwme, idensficmion nomber, ang
uxable year idemtifying the mevurn with which i3 consent
10 the election wis filed

{43 INFORMATION REQUIRED OF ELECTING
MEMBER OQRGANIZATION. In  sddition 0 the
information vvgaimd by section 1.6033-2(aX2)XiiKk} and
parsgraph (dX3) of tis section, sach ing member
organization (a3 defined in soction 56.49) 1.7 X4)) must
provide on i1 snvosl retann w

{i} The nume and identification namber of 2ach member
of the group. and

{ii) The agoroprisse calcuistion described in section
36,4211~ 8{d), if the organization is an electing meenber

liskie for ail or any portion of the sxcise e
itiposed by section 4911},

{¢) EXAMPLE. The provisions of this seotice may be
Hlustrated by the following exmrple:

EXAMPLE. (1) M. N, ad O axre  affilisied
organizations under section 38491 1-Ka). M's iaxable vear
enxls November 30, N's, 11 31, sod O, June X3 Om
Jurse 20, 1979, O fies Form 768 1o elees to de govemed

the axpenditure mst, M Skex Form 5768 in December of
i979. Neitiwer M nor O revokes the eloction, snd oo
organization makes the clection provided for in section
S6431 1-T{e)5), M. N, and O constitute £n aifilisted group
i e Hrst taxabie year of wihich i the

yent 1979,

{2} Becaues tw i dd oot clect under
section 56.4911-7(e)X5) » usa twir own axabie years a3
the group’s mxabie yesrs, the expenditures of the affiliated
groun for it fiet mixable yeer are dw expenditires made
by M, N, and O during calender year {979, and mre

M, N, et O oo thelr reryms for tweir toabie
yeary within which falls December 31, 1979, M reporns the
expenditures of e affllised group for 1979 og ity retury

. eawding Novewsber 30, 1980; amd O, on
its renarn for its txable yesr ending June 30, 1980, N is not
# eloctng member (m Jdefined in section 56.4911-
HeX4)). Accordingly, under perepraph (dX3Xi) of this
section, it reporty the neme and Kiersification number of

J

(3) The following tables suzemmerize the expendinures by
the sffilinzed for the caleodar yesrs indicased. Nome
%mew&km

1975 throcgh 1982 were grass oo i

&
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{4} For the affiliated group's raxable vears 1979, 1980,
%81, and 1982 the group has cxcess lobbying
expenditurss. Under section 43I HA(IKB) and section
584511 -8{dL M ond O, as slecting member organizations,
are iiabie for & portion of the 23 percent excise Lax imposed
on the group's excess lobbying sxpenditures, based on their
tespective shares of the !abbyingo expenditures of ali
electing member organizstions, bor 1979, the excess
lobbying expenditures are $30.000 ($100.000 - $80.0003.
The rax is 23% of $20,000 or £5,000; M muxt pey 33,750
{1560,000/580.000} = $5.000 » $1.750% and O must pay
$1.250 {{320,000/580.000} x $5,000 = $1,250). For 1980,
the tax iy $10.000 and sach must pay $5.000. For 1981, the
tax is 31250, of which M mumn $750 and G rust pay
1500, For 1982, the tax is $30.000. M must pay 524.5‘.)
. and O must pay $6,000. M and O are noc liable for any

separate 4911 excise tx that otherwise would have been
imposed on their separate excess iobbying expenciitures.

{3} Under section 35491 1-%b), the must make
the calcuiation deseribed in secton F30HN3(BXIL for
sach of the group's taabile yewrs (979 toough 1982, The
following iilustrates onfy the required calcuistion for uw
§roup’s taxable vesr | For iy mxable yesr 1982, the
group must determmine whether 3 pormally has mude
iobbying expenditures in #xcoxs of s jobbying ceiling
amount, The determinmtion tkes into account e group's
expenditures in base years (979 through 1982. The surn of
the s lobbytg ex; taes for the base ycan
{$540,000) exceads 1 of the sum of the group's
lobbying nontaxabie mpounts for the base years (150% x
$355,000 = $532.500). Theveloee, for its taxable year [987,
the group normally has made lobbying expenditures in
excess of s lobbying ceiling amoum. Under section
3016 and section 36.421 1.9(by M is not exempt from ax
under scedon 301{s) & an organization descnbed in
section SC1CX3) for its taxable year beginning Decomber
1, 1983, and Q is not exemge for ity year deginning July |,

1983, Whether N's iobbying sxpenditures disqualify it for

tax cxempnion st nny (me sfter January 1. 1979, s
wdmml i;-ed under the substontial part test of section
(eI

(f) CROSS REFERENCE. For other provisions relating
to members of an séfiliated group of orgenizations. see

266

sections 384911, 2eXAXi), S6.4911-4CX2). 56.4511.
#e}, and 56491 1.500(3)

SECTION 56.4911.10 MEMBERS OF A LIMITED
AFFILIATED GROUP OF ORGANIZATIONS,

{a) SCOPE. This section provides additionsl rules for
mernbers of & limied affiliated group of organizations, as
defined in parugrapd (b} of this section {relating generally
o organizauons thar are affilisted wiely by reason of
provisions of their goveming insmuments tim extend
conirol solely with respect 10 astional legisiation). Except
35 otherwite provided in this section. sections S6.4911.%
and 36.49i1.9 do not apply 1o members of a limined
affiliated group. Thus, a8 modified by this section, the
regulations under sections 301(h) and 49t apply o
ziecting members of a limited affiliated group individuaily,
For example, sections 56.4911-2 through -4, which, by
their terms. include amounts described in paragraph (d) of
this section, are usext in spplying sections Sk and 4911
to controliing member organizations {withia e meaning
of pamgmph ) of this section). Except as otherwise
provided in this section, members of & liminxt affijizeed
group that ke o sieclng Organizations &% subinct 1o the
substaniial part {out.

(b} MEMBERS OF LIMITED AFFILIATED GROUP.
For purposes of sextion 4911, 8 limited aMiiated group
consists of twa Or mOie OfganizAtions that meet the
following wxuiremeris:

(1) Each organization is a memiber of an affilisted group
of organizations a3 defined in secton 56,491 1.7(2):

{2} No two members of the affitiated group described in
paragraph (bX1) of this section are affilisiexd By reason of
;fz.:tockmg governing bomnds under section 56431 1.7y

{3} No member of the affiliated group described in
parsgreph (bX(11 of this section i3, under iis goveming
istrumnent, bound by decisions of one or more of the other
such members on legitietive issues other than nationad
legisiative issues,

Each organization in 2 group of organizations that
satisfies the ] of the g sentence i &
s e aremecs o g predin

ey CONTROLLING AND CONTROLIED
ORGANIZATIONS. For of iy etoq, &
member of 2 limited i goup is & controliing
member ization if 1t comois one or more of e other
members of the lenied affilisted group, snd & member of a
Hmited affilimed group i3 & conpolled  member
grganization if it is controlied by one or mwre of e other
members of the limited affilined group. For purposes of
the preceding umence, whether an organizazion Sontrsis i
second organization shall be dessemined by whether the
second i is bound, under B goveming
instruments, by sctions ken by the first organization on
nazional legislative issoes. '

{4y EXPENDITURES OF CORTROLLING
ORGANIZATION « (I} 3&?& This %gg
applies to & controfling rmember orgsnization
expendinue test eloction in effect for its tasble year. This
parsgraph {d) spplics whether or not the orgamoation i3
sho 3 controlied member organization. In determining
controlling member organization’s expenditures, o
cxpuﬂimtu:‘umnhemm

(2) EXPENDITURES FOR DEI:‘.CY{ Lgﬁﬁ;’i;? A
controlling member organization for which the ex itare
tm&ﬁ%hhmmim!wmm&www
expenditures for s taaable yewr the direct lobbying
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expenditres (a8 defined in sections 56.4911-7 and -3) paid
or incuimed wifl repect to nagional legislstive issues
during such yesr by each organization that is s member of
the Hrnived affilisted group and is compmiled {within the
meaning of paragraph (¢} of thix sectiond by such
comrolling mernber organizaiion.

{3) GRASS ROOTS EXPENDITURES. A contolling
membxr organization for which the expenditure test
‘election i in effeer shall include in its grass roots
cxpenditures  for. i aable vear the grass roon
expendiwres (as defined in sections 5649112 and -3) paid
ot incurred with respect to national lagisiative issues
during such year by each organization that s 8 member of
the imited affilised group and {s conmelled (within the
measting of paragraph {2 of this secuond by such
controiling member organization.

{4} EXEMPT PURPOSE EXPENDITURES. The
oxempt purpose expendiures of & comtrolling member
organization de oot include the exempt purposs
sxpenditures (other than jobbying ¢expenditures descnbed
i paragrapns (X2} and (X3 of this sectien) of any
ergansagrion that is 2 controdled member organization witl
MESPact 10 it

(¢} EXPENDITURES OF CONTROLLED MEMBER,
A controlled mermber organization te i3 an secting
trgaszation byt that 4oes not ¢onood {wathin the mesning
of peragrapke (¢} of this section) any organizatioe in the
limued siffillated group shail apply secuons $0ich) and
A211 and the reguiations thereunder withour regard o the
cxpenditures of any other member of the fimited affiliased
Eroup.

{fy REPORTS OF MEMBERS OF LIWTED
AFFILIATED OGROUPS «~ (i} CONTROLLING
MEMBER QRGANIZATION'S ADDITIONAL
INFORMATICN ON ANMNUAL RETURN. In additon to
the information required by section 1.6033- 2{aX XXk},
sach conmolling member organization for which the
expenditure wst clection is in effect must provide on its
antual return the name #nd ideatification aumber of mh
member of the limitad affiliatec group.

{2} REPORTS OF CONTROLLING MEMBERS TO
OTHER MEMBERS. Exch coomolling  member
organization for which an expenditure test ¢iection is in
effect must notify sach member tat it controls of s
taxable 3;:: in order f::;d ﬁtﬁ?mwmﬁﬁ B ;fon zmrg
prepare: fepant requ {
section.  Such mﬁ?;:m st before the
bcx:mngofﬂamﬂm&:ﬁu&cmam
taxzbie year of the controlling member for which the
glection s in effect.

{3y REPORTS OF CONTROLLED MEMBER
CRGANIZATION. Every controlied membey organization
{whether or mu the i et election s in offect
with respect o i) provide o esch member of the
jimited alfilisiad proup that controls it, defore the first day
of the secomt month fallowing the close of the taxable yeur
of cach such m% wt:mm. HS e,
identification ing expenditares and
grass roots expenditures mﬁ &gskuve issues
inetrred by uwcomoi}ui m

{g) NATIONAL LEGISI.A“!‘M ISSUES. l’!‘!::ﬁm
“nauooal legisistive imye” means legislation, limited o
action by the Congress of the Udited States or by Uwe
public i amy national It an isspe is bhoth
national xnd lpcal, it is characterized as 2 nationsl
fegisiative mpe f the comemplated [egislation is
Congressional legisiaion.

Highlights & Documents, August 31, 1990

(B} EXAMPLES, The provisions of s secrion
illustrited by the following exszopies: e
EXAMPLE (1}. State X has s income mx law

definitions cvatained in the Reveaye c&“ﬁ
misy be amended from dme o time. % change
a definition in the Inemal Revenue is pending 1a
Congress. This it & mational Tegisiative issue vven though
Congressions] action may affact st lew,

EXAMPLE (2). Orgsnization M tkes 3 position
favoring approval by Congress of # proposed amendment
to the United Swmes Constitution. This is a nations!
legisianve issye. Afwer approval by Congress and
sutmmission o the stues for ratification, the
amnendment ceaszs to be a national lagisiative issue.

EXAMPLE (35 N. G, wrwd P are orgrnizasions described
in section SQI(¢H3) the do not have iterlocking
goveming Domwds, within the meaning of seciion 36,4811
Z(hr, N has electsd whe expanditure test under section
301k} By vinue of the governing inszumenss of ) and P,
wiy decision made by N on aational legisiasive issues (such
A% issues conceming action o6 acw, Bills, resohaions, oy
similar items by Congress) binds both O and P, Under eir
governing instrumernsy, O and P are not bound on any other
spes. Therefore, N, Q. s P conatinune » limsited affiliated
group. If P sends o sevies of lattery and phists 10
mermbers of Congress in support of Bill V, mmwzﬁ
be included in N's spd #'3 expendisures for direct lobbyin
and in N's wd P's sxempe porposes expendinures, bat wd
not be siuded in O's loblving 2x tures, If M hires a
lobbyist (o selich suppon for bill ¥, the cost of hiring te
lobbyist will be includable cniy in N lobbymg
experlitures. Any lobbyving expenditures incured by
either O oc P ony anry issue that is 00! a nadional legisiative
e witl not be inciuded in N's lobbying expendinires,

EXAMPLE (4). Y is an electing crganizanion and 3
member of a limid affilised group of organizasions. Y
gonitols organizations A, B, and C with respect 1o national
iegisiative issoes but i3 not coatolied by any other
W?&M&wumm;w During
1982, A dissolves on March 15th and D, also contobled by
Y with respect (o astional legisistive isages, is esubiished
on Miy Ist. For 1981 the limiwd offilised group
comprisex ¥, AL B, O, and 13,

EXAMPLE (5) P, Q R ad 5 wme clecting

— amgndwotqmw

the posirioas oo ve ises
by P. R is hmilerly bound by (s positions. R and S have
mmd g bosrds, within the mesning of
mmwf J{k},huhgw«mgmmmﬁam
mnmwmmam other o

y legisiative izgues. Under section 36491 "f{c)(l)‘ .
Q;R.m:s:mmmofmdﬁkmd

m}dmmstuwm {1}

ant mm&:#mﬁﬁli&wﬁmwmkw
S are affilinted by reason of interlocking goveming boands.
Amdiézgiy,? %%ﬁﬁaﬁw:m&fim
group. Similedy, A not constitute » limited
affiliated group bocxise they are members of an affilisied

LoMmriLin of whose members,
ms mdﬂw &&m&e{wm

m&.?i}YaﬁWma!mns
mgmm irtrurmenty of U oand V
mwmmmu@mw

‘mmpwdby , bt 0 10X require them to adopt the
positions of on sy ocher legislanive
issues. The documentt of W require it o sdont

m
the positions of V oo il Jegisiative isses. Appiying

467


http:coiiaoW.nt

{R5 DOCUMENTS

gragh (b) of this section, it is determined it (D T. U,

., and W are all members of an affiliaed group: (2) no .

wo of T. U, V., and W ge affilisted by reason of
irtertocking governing boards: but {3} W is bound, under
its govemning instrament, by decisions of V on legisistive
issues ihat are not national legislative issues. Accordingly.
T. U, ¥, and W do not ¢onssiute 3 limited affiiisted n.
Simitarly, T, {1, and V 40 not constitute a Limised affiliated
group. T. U, V, and W are an affiliated group under section
56.4911-7,

SECTION 36.6001.1 NOTICE OR REGULATIONS
REQUIRING RECORDS. STATEMENTS, AND
SPECIAL RETURNS.

(3} IN GENERAL, The provisions of section 33.6001-1
shall apply 0 any person subject t© tax under chapier 44,
Subtiie D, of e Code, by treating esch refectnce 0
ﬁt;apmr 42 in section 53.6001-1 a5 a reference i chapter

{5) CROSS REFERENCES. See section 56.4911-6 for
neral information on moords of lobbying sapenditures.
26 sections  56.4911.%td) and 56491110 for
information that members of an affiliated group snd a
limited affiliated group. respectively, are o piovide io
gtbe{ members of the group and fo the Intemal Revenue
BEVicE,

SECTION 55.6011-1 GENERAL REQUIREMENT OF
RETURN, STATEMENT, OR LIST.

Every orgunization {abie for the tax imposed by section
49%i(a) shall file an annual return with respect to the tax
o e form prescnbed by the Intermnal Revenue Service for
the purpese and shall include the information required by
the form snd is instructions.

OMB CONTROL NUMBERS UNDER THE
PAPERWORK REDUCTION ACT

PART 602 ~ {[AMENDED)

Par. 18. The suthoriey citation for P 802 continues 1o
read as fallows:

Authority: 26 .5.C, 7T8GS.

Par. 19. Section 602.101{c) is amended by inseming in
the appropricte place in the mble "sartos 3845911 .. .
1545-0083",

Fred T, Coldbery -
Commissioner of intemaj Revenue

Approved: August 3, 1590

Kenneth W, Gideon
Assistant Secretary of the Treasury for Tax Policy

IRS (5SUES NOTICE OF PROPOSED REG
(CO-26-89)
(Section 1502 — Consolidated Return Regy)

CONSQUIDATED RETURN REGULATIONS «
COCRDINATION WITH SECTION 833
CC.C0-26.89
Br3:[Whaten & (4836011

DERARTMENT OF THE TREASLRY
internat Revenue Service

26 CFR Pan |
{02588
RIN: 1545.-AM49
AGENCY: Intermal Revenue Service, Treasury,

ACTION: Notise of proposed rulemaking by cross-
Feference [0 tEMpPOTATY regulations.

SUMMARY: In the rules and regulntions poraon of ihis
isyue of dw Federal Register, the jreemal Revenue Sarvice
I8 issuing femporary regulations Mt add 3 new section
LISTE-TETARS) of the consalidated return reguiations by
providing rules relating 1o the semoval of e tx-exempt
siatus of organizations described in section 833 of the
Internal Revenue Code. The rales are needed because such
arganizations am. fof taxable yesrs beginniay after 1986,
includible corporstions suder section 1304{b) The text of
the termporary reguiations alss serves as the somment
docurnent for this aotice of proposed rulemaking.

DATES: Wrinen comments and requests for a public
heaning rnust be received by Movember 3, 1950,

ADDRESS: Send commenzs and fequests for & public

_hearing 0! Ismernad Revenue Service, P.O. Box 7604, Ben

Feaaklin Starion, Ann: CCCORPTR (CC(0-26-89),
Room 4429, Washington. D.C. 20044,

FOR FURTHER INFORMATION CONTACT  Jean
M. Whalen (Telephone 202. $66-393K, not 2 1ol fram

. numberl,

SUPPLEMENTARY INFGRMATION:

BACKGROUND

The temporary regulations published in the Rules and

ions portion of thiy issue of the Federal Register

add a new section 1303 TSTIEXS) o Pat § of Title 26 of

the Lode of Federal Regulstions, For the et of the new

tempurary regulations, see T.D. 3310, published in the

Rules and Regulstions pottion of this issue of the Fadaral

Register. The presmbie 10 the mmporary reguiaiions
expiang e regulanions. )

SPECIAL ANALYSES

It it been determined that these niles will not
%’m’ef major mies g &MM Exccutive Order 1;1911
ore, 3 Reguburo Anadysis is not requi t
mmmmﬁ&mmmssswyam
Adminigtrative Procedure Act (5 U.S.C. Chapter J) and the
Regulmiary Flexibility Act (5 U.S.C. Chapier §) do noe
apply o thess veguiations, and therefore, s Regulatory
i is

. Flexibility not required. Pursuant o section
dm

780NN Revenue Code, these reguintions
will be subenited 10 the Adminigmmior of the Smadl
Business Ademiristration for compment on their imgact on
srrnd] biginess,

Highlights & Documents, August 31, 1990

=
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Attachment #1

A Comparison of Tieasary Heguiéim Issued August 31, 1990, Implementing
the 1976 Lobby Law and Definitions of Lobbying Under H.R. 823/S. 349

“Lobbymg Disclosure Act of 1993°

Following is a comparison between definitions related to lobbying under Publlc Law 84-455 and reguiations, and H.R, 823/8.349. The

comparison Is drawn from H.R. 823/8.048, the intemal Revenue Cade, the IRS Regulations and relstad documents.

1

(Note: IN SOME INSTANCES, tha definiiions are only roughly analogous so comparisons are sometimes inexact.)

Twaswy Reguiatians imp@emantlng Sactim !30? oi PL 94-488
{From LR.C, 8ec. 4911)

Lobbying Disclosure Act of 1963

! Influencing Legisiation:

| A} any attempl to Influence any iegisia!im i?zmugh an aftermpt 1o affoct
! the opinlons of the general public or any segment thereof, and;

Lobbying activities Include grass roots lobbying communications {as
delined In regulations implementing section 481 1{¢}{3} of the Intermal

Revenue Code of 1868) to the extand that such activities are made in  §

direct support of lobbying contacts. Sec 3 {8)

| B) any attempl to influence any legislation ivough communication

| with any member or employee of a lagisiative body, or with any

I govemment official or employes who may participata in the lomulation
of the laglslation.

The term "obbying activities® means lobbying contacts and sfforts In

support of such cantacts, including preparation and planning
activities, research and other background work thal is Intended for
use In contacts, and coordination wiih 8w inhbylng activities of
othars, Sec..3(8) - - e '




Treasury Regulations Implementing Sectlon 1307 of L4455
{From 1L.8.C, Sec. 4811}

. Lobbying Disclosure Act of 1093

| Other Deifnitions and Special Rules.

3 1 Leglsistion. The term Tegislation” Includes mﬁmwtﬁa raspoct to Acts,

| bils, resohdions, or similar tems by the Congress, any State

‘| Legislature, any local councll, or similar govering body, or by the

| public in a referendum, inftiative, constitutional amendment, or simiiar
! procedure.

The term “lobbying® contact* means any oral or written
communication with a covered legisiative or executive branch official
made on behalf of a cllent with regard to..

{H the formudation, modificedion, or adoption of Federal
leglsiation (including legislative proposals);

{il} ihe formuiation, modification, or adoption of a Fedaral nule,
regulation, Exocutive order, or any other program, policy of
position of the United States Government: or

{} the adminlstration or sxecution of a Federal program or policy
{inctuding the negotiation, award, or administration of a
Foederal contract, grent, loan, permit, or (icense) axcept that it
does not include communications that are made to officials
searving in the Senlor Executive Service or the untormed

sesvicaes in the egency responsible for taking such action,

4 [ Actlon. The term *action® is limited to the Introduction, amendment,
enaciment, defeat, or repeal of Acts, bills, resolutions, or simnliar Rems,

Ses 3 above.

Qammaﬁicatm with merabers, -

i

{Direct Lobbying)

5 | A) A communicalion between an organization and ary bona fide
member of such organization {o directly encourage such member to
communicate with a legisiador, ete., to influence legistation.

Lobbying activities [which inciude] coordination with the lobbying
activities of others, Sec 3(6)

{Grass Rools Lobbying)

6 I'8) A communication between an arganization and any bona fide
membes of such organization to directly encourage such member to
urge parsons other than members to communicate with leglisiators Is
grass roots lobbylng because It attempts to afféct the opinions of the
general public or a segment thereof. )

Lobbying activities inciude grass roots labbying communications {as
defined in regulations implementing section 4911(¢})(3) of the Internal
Revenis Code of 1886) to the extent thal such activities are made In
diract support of k:bbylng cantacts. Sec 3{8)




Troasury Regulations Implementing Section 1307 of PL-54-455
{From 1.A.C. Sec. 4011) .

Loblying Disclosure Act of 1893

Exceptions, ~"influencing legisiation” does not include

7 | A making availabla the resuits of nonpartisan analysis, study or
rasearch;

mwmwm

i B) providing of technical advice o assisiance (for such advice that

i would ofherwise constitte the influencing of legisiation) 1o a

I govermmental body or to a committes or other subdivision thereof in

| response to & writien request by such body or subudivision, as the case
may be;

Disclosura not required.

| C) appearances belore, or communications to, any leglslativa bocdy

| with respect to a possible decision of such body which might affect the
i existence of the organizations, iis powers, and duties, tac-exempt

| status, or the deduction of contributions to the organizations;

No excepion for charities,

| D} communications batween the organization and s bona fide

§| members with respect to legistation or proposed legisiation of direct

| interest to the organization and such membars, other than a

| communication between an organization ard eny bona fide member of

E guch organization to directly encourage such membaer (o communicate
with & legislator as descerbed in (B} above,

11§ E) any communication with a guwmmant official or an employee,
other than-

S acomunhaﬁmwﬂhamwmnremﬁeywolamme
1 body {where such communication would otherwise constitute the
| Influencing of leglsiation), or

(s cormmunication the pﬂmﬁpﬂ] purpose of which is to Influence
‘ legialut[nn

No axception for charilies.

121l Atfiliated Organizations. 1 for a taxable year two of more
| organizations describad in Section 501 {c}{3) are members of an
| affillated group of organizations (as defined} then...(note: what lollows
i at this polnt is & complex dascription when wgantzaﬂons are affilated
and should bemw as one enilly).

!
l

The 1erm "organization” means any corporation {exciuding a
Govemment corporation), company, foundation, association, labor
oiganizations, firm, parninership, society, joint stock company, or
group of organizations. (Emphasis added )




