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§ 1.271–1

$2,000 attributable to a trade or business in 1965, section 270 and this section
would not apply to the taxable years
1966 through 1970, even though he had
losses of more than $50,000 in each of
the 5 years ending with 1970. For provisions relating to activities not engaged
in for profit applicable to taxable years
beginning after December 31, 1969, see
section 183 and the regulations thereunder.
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[T.D. 6500, 25 FR 11402, Nov. 26, 1960; 25 FR
14021, Dec. 31, 1960, as amended by T.D. 7198,
37 FR 13685, July 13, 1972]

§ 1.271–1 Debts owed by political parties.
(a) General rule. In the case of a taxpayer other than a bank (as defined in
section 581 and the regulations thereunder), no deduction shall be allowed
under section 166 (relating to bad
debts) or section 165(g) (relating to
worthlessness of securities) by reason
of the worthlessness of any debt, regardless of how it arose, owed by a political party. For example, it is immaterial that the debt may have arisen as
a result of services rendered or goods
sold or that the taxpayer included the
amount of the debt in income. In the
case of a bank, no deduction shall be
allowed unless, under the facts and circumstances, it appears that the bad
debt was incurred to or purchased by,
or the worthless security was acquired
by, the taxpayer in accordance with its
usual commercial practices. Thus, if a
bank makes a loan to a political party
not in accordance with its usual commercial practices but solely because
the president of the bank has been active in the party no bad debt deduction
will be allowed with respect to the
loan.
(b) Definitions—(1) Political party. For
purposes of this section and § 1.276–1,
the term political party means a political party (as commonly understood), a
National, State, or local committee
thereof, or any committee, association,
or organization, whether incorporated
or not, which accepts contributions (as
defined in subparagraph (2) of this
paragraph) or makes expenditures (as
defined in subparagraph (3) of this
paragraph) for the purpose of influencing or attempting to influence the
election of presidential or vice-presi-

dential electors, or the selection, nomination, or election of any individual to
any Federal, State, or local elective
public office, whether or not such individual or electors are selected, nominated, or elected. Accordingly, a political party includes a committee or
other group which accepts contributions or makes expenditures for the
purpose of promoting the nomination
of an individual for an elective public
office in a primary election, or in any
convention, meeting, or caucus of a political party. It is immaterial whether
the contributions or expenditures are
accepted or made directly or indirectly. Thus, for example, a committee
or other group, is considered to be a political party, if, although it does not
expend any funds, it turns funds over
to another organization, which does expend funds for the purpose of attempting to influence the nomination of an
individual for an elective public office.
An organization which engages in activities which are truly nonpartisan in
nature will not be considered a political party merely because it conducts
activities with respect to an election
campaign if, under all the facts and circumstances, it is clear that its efforts
are not directed to the election of the
candidates of any particular party or
parties or to the selection, nomination
or election of any particular candidate.
For example, a committee or group
will not be treated as a political party
if it is organized merely to inform the
electorate as to the identity and experience of all candidates involved, to
present on a nonpreferential basis the
issues or views of the parties or candidates as described by the parties or
candidates, or to provide a forum in
which the candidates are freely invited
on a nonpreferential basis to discuss or
debate the issues.
(2) Contributions. For purposes of this
section and § 1.276–1, the term contributions includes a gift, subscription, loan,
advance, or deposit, of money or anything of value, and includes a contract,
promise, or agreement to make a contribution, whether or not legally enforceable.
(3) Expenditures. For purposes of this
section and § 1.276–1, the term expenditures includes a payment, distribution,
loan, advance, deposit, or gift, of
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money or anything of value, and includes a contract, promise, or agreement to make an expenditure, whether
or not legally enforceable.
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[T.D. 6996, 34 FR 832, Jan. 18, 1969]

§ 1.272–1 Expenditures relating to disposal of coal or domestic iron ore.
(a) Introduction. Section 272 provides
special treatment for certain expenditures paid or incurred by a taxpayer in
connection with a contract (hereafter
sometimes referred to as a ‘‘coal royalty contract’’ or ‘‘iron ore royalty
contract’’) for the disposal of coal or
iron ore the gain or loss from which is
treated under section 631(c) as a section 1231 gain or loss on the sale of coal
or iron ore. See paragraph (e) of § 1.631–
3 for special rules relating to iron ore.
The expenditures covered by section
272 are those which are attributable to
the making and administering of such
a contract or to the preservation of the
economic interest retained under the
contract. For examples of such expenditures, see paragraph (d) of this section. For a taxable year in which gross
royalty income is realized under the
contract of disposal, such expenditures
shall not be allowed as a deduction. Instead, they are to be added to the adjusted depletion basis of the coal or
iron ore disposed of in the taxable year
in computing gain or loss under section
631(c). However, where no gross royalty
income is realized under the contract
of disposal in a particular taxable year,
such expenditure shall be treated without regard to section 272.
(b) In general. (1) Where the disposal
of coal or iron ore is covered by section
631(c), the provisions of section 272 and
this section shall be applicable for a
taxable year in which there is income
under the contract of disposal. (For
purposes of section 272 and this section,
the term income means gross amounts
received or accrued which are royalties
or bonuses in connection with a contract to which section 631(c) applies.)
All expenditures paid or incurred by
the taxpayer during the taxable year
which are attributable to the making
and administering of the contract disposing of the coal or iron ore and all
expenditures paid or incurred during
the taxable year in order to preserve
the owner’s economic interest retained

under the contract shall be disallowed
as deductions in computing taxable income for the taxable year. The sum of
such expenditures and the adjusted depletion basis of the coal or iron ore disposed of in the taxable year shall be
used in determining the amount of gain
or loss with respect to the disposal. See
§ 1.631–3. For special rule in case of loss,
see paragraph (c) of this section. Section 272 and this section do not apply
to capital expenditures, and such expenditures are not taken into account
in computing gain or loss under section
631(c) except to the extent they are
properly part of the depletable basis of
the coal or iron ore.
(2) The expenditures covered under
section 272 and this section are disallowed as a deduction only with respect to a taxable year in which income is realized under the coal royalty
contract (or iron ore royalty contract)
to which such expenditures are attributable. Where no income is realized
under the contract in a taxable year,
these expenditures shall be deducted as
expenses for the production of income,
or as a business expense, or they may
be treated under section 266 (relating
to taxes and carrying charges) if applicable.
(3) The provisions of section 272 and
this section apply to a taxable year in
which income from the disposal by the
owner of coal or iron ore held by him
for more than 1 year (6 months for taxable years beginning before 1977; 9
months for taxable years beginning in
1977) is subject to the provisions of section 631(c) even though the actual mining of coal or iron ore under the coal
royalty contract (or iron ore royalty
contract) does not take place during
the taxable year. Where the right
under the contract to mine coal or iron
ore for which advance payment has
been made expires, terminates, or is
abandoned before the coal or iron ore is
mined, and paragraph (c) of § 1.631–3 requires the owner to recompute his tax
with respect to such payment, the recomputation must be made without applying the provisions of section 272 and
this section.
(c) Losses. If, in any taxable year, the
expenditures referred to in section 272
and this section plus the adjusted depletion basis (as defined in paragraph
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