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tween or among the corporations, or prop-
erties, or parts thereof, involved, and to allow
such deductions, credits, or allowances so dis-
tributed, apportioned, or allocated, but to give
effect to such allowance only to such extent as
he determines will not result in the evasion or
avoidance of Federal income tax for which the
acquisition was made; or

(3) to exercise his powers in part under para-
graph (1) and in part under paragraph (2).

(Aug. 16, 1954, ch. 736, 68A Stat. 80; Pub. L. 88-272,
title II, §235(c)(2), Feb. 26, 1964, 78 Stat. 126; Pub.
L. 94455, title XIX, §§1901(a)(38), 1906(b)(13)(A),
Oct. 4, 1976, 90 Stat. 1771, 1834; Pub. L. 98-369, div.
A, title VII, §712(k)(8)(A), (B), July 18, 1984, 98
Stat. 952; Pub. L. 113-295, div. A, title II,
§221(a)(45), Dec. 19, 2014, 128 Stat. 4045.)

AMENDMENTS

2014—Subsec. (a). Pub. L. 113-295 struck out ‘‘or ac-
quired on or after October 8, 1940, after ‘‘persons ac-
quire,” in par. (1) and after ‘‘corporation acquires,”’ in
par. (2).

1984—Subsecs. (b), (¢). Pub. L. 98-369 added subsec. (b),
redesignated former subsec. (b) as (¢c) and inserted ref-
erence to subsec. (b).

1976—Subsecs. (a), (b). Pub. L. 94-455, §1906(b)(13)(A),
struck out ‘‘or his delegate’ after ‘‘Secretary’ wher-
ever appearing.

Subsec. (c). Pub. L. 94-455, §1901(a)(38), struck out
subsec. (c) relating to presumptions in the case of dis-
proportionate purchase price.

1964—Subsec. (a). Pub. L. 88-272 substituted ‘‘the Sec-
retary or his delegate may disallow such deduction,
credit, or other allowance’ for ‘‘such deduction, credit
or other allowance shall not be allowed’.

EFFECTIVE DATE OF 2014 AMENDMENT

Amendment by Pub. L. 113-295 effective Dec. 19, 2014,
subject to a savings provision, see section 221(b) of Pub.
L. 113-295, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Pub. L. 98-369, div. A, title VII, §712(k)(8)(C), July 18,
1984, 98 Stat. 952, provided that: ‘“The amendments
made by this paragraph [amending this section] shall
apply to liquidations after October 20, 1983, in taxable
years ending after such date.”

EFFECTIVE DATE OF 1964 AMENDMENT

Pub. L. 88-272, title II, §235(d), Feb. 26, 1964, 78 Stat.
127, provided that: ‘“The amendments made by sub-
sections (a) and (c) [enacting sections 1561 to 1563 of
this title and amending this section and sections 441
and 802 of this title] shall apply with respect to taxable
years ending after December 31, 1963. The amendment
made by subsection (b) [amending section 1551 of this
title] shall apply with respect to transfers made after
June 12, 1963.”

§269A. Personal service corporations formed or
availed of to avoid or evade income tax
(a) General rule
If—

(1) substantially all of the services of a per-
sonal service corporation are performed for (or
on behalf of) 1 other corporation, partnership,
or other entity, and

(2) the principal purpose for forming, or
availing of, such personal service corporation
is the avoidance or evasion of Federal income
tax by reducing the income of, or securing the
benefit of any expense, deduction, credit, ex-
clusion, or other allowance for, any employee-
owner which would not otherwise be available,
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then the Secretary may allocate all income, de-
ductions, credits, exclusions, and other allow-
ances between such personal service corporation
and its employee-owners, if such allocation is
necessary to prevent avoidance or evasion of
Federal income tax or clearly to reflect the in-
come of the personal service corporation or any
of its employee-owners.

(b) Definitions
For purposes of this section—
(1) Personal service corporation

The term ‘‘personal service corporation”
means a corporation the principal activity of
which is the performance of personal services
and such services are substantially performed
by employee-owners.

(2) Employee-owner

The term ‘‘employee-owner’’ means any em-
ployee who owns, on any day during the tax-
able year, more than 10 percent of the out-
standing stock of the personal service corpora-
tion. For purposes of the preceding sentence,
section 318 shall apply, except that 5 per-
cent’” shall be substituted for ‘50 percent’’ in
section 318(a)(2)(C).

(3) Related persons

All related persons (within the meaning of
section 144(a)(3)) shall be treated as 1 entity.

(Added Pub. L. 97-248, title II, §250(a), Sept. 3,
1982, 96 Stat. 528; amended Pub. L. 99-514, title
XIII, §1301(j)(4), Oct. 22, 1986, 100 Stat. 2657.)

AMENDMENTS

1986—Subsec. (b)(3). Pub. L. 99-514 substituted ‘‘sec-
tion 144(a)(3)”’ for ‘‘section 103(b)(6)(C)”.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to bonds is-
sued after Aug. 15, 1986, except as otherwise provided,
see sections 1311 to 1318 of Pub. L. 99-514, set out as an
Effective Date; Transitional Rules note under section
141 of this title.

EFFECTIVE DATE

Pub. L. 97-248, title II, §250(c), Sept. 3, 1982, 96 Stat.
529, provided that: “The amendments made by this sec-
tion [enacting this section] shall apply to taxable years
beginning after December 31, 1982."’

§ 269B. Stapled entities

(a) General rule

Except as otherwise provided by regulations,
for purposes of this title—

(1) if a domestic corporation and a foreign
corporation are stapled entities, the foreign
corporation shall be treated as a domestic cor-
poration.

(2) in applying section 1563, stock in a second
corporation which constitutes a stapled inter-
est with respect to stock of a first corporation
shall be treated as owned by such first cor-
poration, and

(3) in applying subchapter M for purposes of
determining whether any stapled entity is a
regulated investment company or a real estate
investment trust, all entities which are sta-
pled entities with respect to each other shall
be treated as 1 entity.
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(b) Secretary to prescribe regulations

The Secretary shall prescribe such regulations
as may be necessary to prevent avoidance or
evasion of Federal income tax through the use
of stapled entities. Such regulations may in-
clude (but shall not be limited to) regulations
providing the extent to which 1 of such entities
shall be treated as owning the other entity (to
the extent of the stapled interest) and regula-
tions providing that any tax imposed on the for-
eign corporation referred to in subsection (a)(1)
may, if not paid by such corporation, be col-
lected from the domestic corporation referred to
in such subsection or the shareholders of such
foreign corporation.

(c) Definitions

For purposes of this section—

(1) Entity
The term ‘“‘entity’ means any corporation,
partnership, trust, association, estate, or

other form of carrying on a business or activ-
ity.
(2) Stapled entities

The term ‘‘stapled entities’> means any
group of 2 or more entities if more than 50 per-
cent in value of the beneficial ownership in
each of such entities consists of stapled inter-
ests.
(3) Stapled interests

Two or more interests are stapled interests
if, by reason of form of ownership, restrictions
on transfer, or other terms or conditions, in
connection with the transfer of 1 of such inter-
ests the other such interests are also trans-
ferred or required to be transferred.

(d) Special rule for treaties

Nothing in section 894 or 7852(d) or in any
other provision of law shall be construed as per-
mitting an exemption, by reason of any treaty
obligation of the United States heretofore or
hereafter entered into, from the provisions of
this section.

(e) Subsection (a)(1) not to apply in certain cases

(1) In general

Subsection (a)(1) shall not apply if it is es-
tablished to the satisfaction of the Secretary
that the domestic corporation and the foreign
corporation referred to in such subsection are
foreign owned.

(2) Foreign owned

For purposes of paragraph (1), a corporation
is foreign owned if less than 50 percent of—

(A) the total combined voting power of all
classes of stock of such corporation entitled
to vote, and

(B) the total value of the stock of the cor-
poration,

is held directly (or indirectly through apply-
ing paragraphs (2) and (3) of section 958(a) and
paragraph (4) of section 318(a)) by United
States persons (as defined 1in section
7701(a)(30)).

(Added Pub. L. 98-369, div. A, title I, §136(a),
July 18, 1984, 98 Stat. 669; amended Pub. L.
99-514, title XVIII, §1810(j), Oct. 22, 1986, 100 Stat.
2829.)
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AMENDMENTS

1986—Subsec. (b). Pub. L. 99-514, §1810(j)(1), inserted
‘‘and regulations providing that any tax imposed on the
foreign corporation referred to in subsection (a)(1) may,
if not paid by such corporation, be collected from the
domestic corporation referred to in such subsection or
the shareholders of such foreign corporation’.

Subsec. (e). Pub. L. 99-514, §1810(j)(2), added subsec.
(e).

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 effective, except as
otherwise provided, as if included in the provisions of
the Tax Reform Act of 1984, Pub. L. 98-369, div. A, to
which such amendment relates, see section 1881 of Pub.
L. 99-514, set out as a note under section 48 of this title.

EFFECTIVE DATE

Pub. L. 98-369, div. A, title I, §136(c), July 18, 1984, 98
Stat. 670, as amended by Pub. L. 99-514, §2, Oct. 22, 1986,
100 Stat. 2095, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[enacting this section] shall take effect on the date of
the enactment of this Act [July 18, 1984].

““(2) INTERESTS STAPLED AS OF JUNE 30, 1983.—Except as
otherwise provided in this subsection, in the case of
any interests which on June 30, 1983, were stapled inter-
ests (as defined in section 269B(c)(3) of the Internal
Revenue Code of 1986 [formerly I.R.C. 1954] (as added by
this section)), the amendments made by this section
shall take effect on January 1, 1985 (January 1, 1987, in
the case of stapled interests in a foreign corporation).

¢(3) CERTAIN STAPLED ENTITIES WHICH INCLUDE REAL
ESTATE INVESTMENT TRUST.—Paragraph (3) of section
269B(a) of such Code shall not apply in determining the
application of the provisions of part II of subchapter M
of chapter 1 of such Code to any real estate investment
trust which is part of a group of stapled entities if—

‘“(A) all members of such group were stapled enti-
ties as of June 30, 1983, and

‘“(B) as of June 30, 1983, such group included one or
more real estate investment trusts.
¢“(4) CERTAIN STAPLED ENTITIES WHICH INCLUDE PUERTO

RICAN CORPORATIONS.—

““(A) Paragraph (1) of section 269B(a) of such Code
shall not apply to a domestic corporation and a quali-
fied Puerto Rican corporation which, on June 30, 1983,
were stapled entities.

‘(B) For purposes of subparagraph (A), the term
‘qualified Puerto Rican corporation’ means any cor-
poration organized in Puerto Rico—

‘(i) which is described in section 957(c) of such
Code or would be so described if any dividends it re-
ceived from any other corporation described in such
section 957(c) were treated as gross income of the
type described in such section 957(c), and

‘(i) does not, at any time during the taxable
year, own (within the meaning of section 958 of
such Code but before applying paragraph (2) of sec-
tion 269B(a) of such Code) any stock of any corpora-
tion which is not described in such section 957(c).

“(5) TREATY RULE NOT TO APPLY TO STAPLED ENTITIES
ENTITLED TO TREATY BENEFITS AS OF JUNE 30, 1983.—In the
case of any entity which was a stapled entity as of June
30, 1983, subsection (d) of section 269B of such Code shall
not apply to any treaty benefit to which such entity
was entitled as of June 30, 1983.

¢‘(6) ELECTIONS TO TREAT STAPLED FOREIGN ENTITIES AS
SUBSIDIARIES.—

‘“(A) IN GENERAL.—In the case of any foreign cor-
poration and domestic corporation which as of June
30, 1983, were stapled entities, such domestic corpora-
tion may elect (in lieu of applying paragraph (1) of
section 269B(a) of such Code) to be treated as owning
all interests in the foreign corporation which con-
stitute stapled interests with respect to stock of the
domestic corporation.

‘(B) ELECTION.—Any election under subparagraph
(A) shall be made not later than 180 days after the



Page 937

date of the enactment of this Act and shall be made
in such manner as the Secretary of the Treasury or
his delegate shall prescribe.

‘(C) ELECTION IRREVOCABLE.—Any election under
subparagraph (A), once made, may be revoked only
with the consent of the Secretary of the Treasury or
his delegate.

“(7) OTHER STAPLED ENTITIES WHICH INCLUDE REAL ES-
TATE INVESTMENT TRUST.—

‘‘(A) IN GENERAL.—Paragraph (3) of section 269B(a)
of such Code shall not apply in determining the appli-
cation of the provisions of part II of subchapter M of
chapter 1 of such Code to any qualified real estate in-
vestment trust which is a part of a group of stapled
entities—

‘(i) which was created pursuant to a written
board of directors resolution adopted on April 5,
1984, and

‘“(ii) all members of such group were stapled enti-
ties as of June 16, 1985.

‘(B) QUALIFIED REAL ESTATE INVESTMENT TRUST.—
The term ‘qualified real estate investment trust’
means any real estate trust—

‘(i) at least 75 percent of the gross income of
which is derived from interest on obligations se-
cured by mortgages on real property (as defined in
section 856 of such Code),

““(ii) with respect to which the interest on the ob-
ligations described in clause (i) made or acquired by
such trust (other than to persons who are independ-
ent contractors, as defined in section 856(d)(3) of
such Code) is at an arm’s length rate or a rate not
more than 1 percentage point greater than the asso-
ciated borrowing cost of the trust, and

“‘(iii) with respect to which any real property held
by the trust is not used in the trade or business of
any other member of the group of stapled entities.”

TERMINATION OF EXCEPTION FOR CERTAIN REAL ESTATE
INVESTMENT TRUSTS FROM THE TREATMENT OF
STAPLED ENTITIES

Pub. L. 105-206, title VII, §7002, July 22, 1998, 112 Stat.
827, provided that:

‘“‘(a) IN GENERAL.—Notwithstanding paragraph (3) of
section 136(c) of the Tax Reform Act of 1984 [Pub. L.
98-369, set out above] (relating to stapled stock; stapled
entities), the REIT gross income provisions shall be ap-
plied by treating the activities and gross income of
members of the stapled REIT group properly allocable
to any nonqualified real property interest held by the
exempt REIT or any stapled entity which is a member
of such group (or treated under subsection (c) as held
by such REIT or stapled entity) as the activities and
gross income of the exempt REIT in the same manner
as if the exempt REIT and such group were one entity.

“(b) NONQUALIFIED REAL PROPERTY INTEREST.—For
purposes of this section—

‘(1) IN GENERAL.—The term ‘nonqualified real prop-
erty interest’ means, with respect to any exempt
REIT, any interest in real property acquired after
March 26, 1998, by the exempt REIT or any stapled en-
tity.

‘“(2) EXCEPTION FOR BINDING CONTRACTS, ETC.—Such
term shall not include any interest in real property
acquired after March 26, 1998, by the exempt REIT or
any stapled entity if—

‘“(A) the acquisition is pursuant to a written
agreement (including a put option, buy-sell agree-
ment, and an agreement relating to a third party
default) which was binding on such date and at all
times thereafter on such REIT or stapled entity; or

‘“(B) the acquisition is described on or before such
date in a public announcement or in a filing with
the Securities and Exchange Commission.
¢“(3) IMPROVEMENTS AND LEASES.—

‘““(A) IN GENERAL.—Except as otherwise provided
in this paragraph, the term ‘nonqualified real prop-
erty interest’ shall not include—

‘(1) any improvement to land owned or leased
by the exempt REIT or any member of the stapled

REIT group; and
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‘(i) any repair to, or improvement of, any im-
provement owned or leased by the exempt REIT
or any member of the stapled REIT group,

if such ownership or leasehold interest is a qualified

real property interest.

‘“(B) LEASES.—The term ‘nonqualified real prop-
erty interest’ shall not include—

‘(i) any lease of a qualified real property inter-
est if such lease is not otherwise such an interest;
or

‘“(ii) any renewal of a lease which is a qualified
real property interest,

but only if the rent on any lease referred to in

clause (i) or any renewal referred to in clause (ii)

does not exceed an arm’s length rate.

¢(C) TERMINATION WHERE CHANGE IN USE.—

‘(i) IN GENERAL.—Subparagraph (A) shall not
apply to any improvement placed in service after
December 31, 1999, which is part of a change in the
use of the property to which such improvement
relates unless the cost of such improvement does
not exceed 200 percent of—

‘(I) the cost of such property; or
‘“(IT) if such property is substituted basis
property (as defined in section 7701(a)(42) of the

Internal Revenue Code of 1986), the fair market

value of the property at the time of acquisition.

‘‘(ii) BINDING CONTRACTS.—For purposes of
clause (i), an improvement shall be treated as
placed in service before January 1, 2000, if such
improvement is placed in service before January
1, 2004, pursuant to a binding contract in effect on
December 31, 1999, and at all times thereafter.

‘(4) EXCEPTION FOR PERMITTED TRANSFERS, ETC.—
The term ‘nonqualified real property interest’ shall
not include any interest in real property acquired
solely as a result of a direct or indirect contribution,
distribution, or other transfer of such interest from
the exempt REIT or any member of the stapled REIT
group to such REIT or any such member, but only to
the extent the aggregate of the interests of the ex-
empt REIT and all stapled entities in such interest in
real property (determined in accordance with sub-
section (c)(1)) is not increased by reason of the trans-
fer.

‘(5) TREATMENT OF ENTITIES WHICH ARE NOT STA-
PLED, ETC. ON MARCH 26, 1998.—Notwithstanding any
other provision of this section, all interests in real
property held by an exempt REIT or any stapled en-
tity with respect to such REIT (or treated under sub-
section (c) as held by such REIT or stapled entity)
shall be treated as nonqualified real property inter-
ests unless—

“(A) such stapled entity was a stapled entity with
respect to such REIT as of March 26, 1998, and at all
times thereafter; and

“(B) as of March 26, 1998, and at all times there-
after, such REIT was a real estate investment
trust.
¢(6) QUALIFIED REAL PROPERTY INTEREST.—The term

‘qualified real property interest’ means any interest

in real property other than a nonqualified real prop-

erty interest.

“(c) TREATMENT OF PROPERTY HELD BY 10-PERCENT
SUBSIDIARIES.—For purposes of this section—

‘(1) IN GENERAL.—Any exempt REIT and any sta-
pled entity shall be treated as holding their propor-
tionate shares of each interest in real property held
by any 10-percent subsidiary entity of the exempt
REIT or stapled entity, as the case may be.

‘(2) PROPERTY HELD BY 10-PERCENT SUBSIDIARIES
TREATED AS NONQUALIFIED.—

‘“(A) IN GENERAL.—Except as provided in subpara-
graph (B), any interest in real property held by a
10-percent subsidiary entity of an exempt REIT or
stapled entity shall be treated as a nonqualified
real property interest.

‘(B) EXCEPTION FOR INTERESTS IN REAL PROPERTY
HELD ON MARCH 26, 1998, ETC.—In the case of an entity
which was a 10-percent subsidiary entity of an ex-
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empt REIT or stapled entity on March 26, 1998, and

at all times thereafter, an interest in real property

held by such subsidiary entity shall be treated as a

qualified real property interest if such interest

would be so treated if held or acquired directly by

the exempt REIT or the stapled entity.

¢“(3) REDUCTION IN QUALIFIED REAL PROPERTY INTER-
ESTS IF INCREASE IN OWNERSHIP OF SUBSIDIARY.—If,
after March 26, 1998, an exempt REIT or stapled en-
tity increases its ownership interest in a subsidiary
entity to which paragraph (2)(B) applies above its
ownership interest in such subsidiary entity as of
such date, the additional portion of each interest in
real property which is treated as held by the exempt
REIT or stapled entity by reason of such increased
ownership shall be treated as a nonqualified real
property interest.

‘“(4) SPECIAL RULES FOR DETERMINING OWNERSHIP.—
For purposes of this subsection—

‘“(A) percentage ownership of an entity shall be
determined in accordance with subsection (e)(4);

‘“(B) interests in the entity which are acquired by
an exempt REIT or a member of the stapled REIT
group in any acquisition described in an agreement,
announcement, or filing described in subsection
(b)(2) shall be treated as acquired on March 26, 1998;
and

‘(C) except as provided in guidance prescribed by
the Secretary, any change in proportionate owner-
ship which is attributable solely to fluctuations in
the relative fair market values of different classes
of stock shall not be taken into account.
¢“(6) TREATMENT OF 60-PERCENT PARTNERSHIPS.—

“(A) IN GENERAL.—If, as of March 26, 1998—

‘(1) an exempt REIT or stapled entity held di-
rectly or indirectly at least 60 percent of the cap-
ital or profits interest in a partnership; and

‘“(ii) 90 percent or more of the capital interests
and 90 percent or more of the profits interests in
such partnership (other than interests held di-
rectly or indirectly by the exempt REIT or sta-
pled entity) are, or will be, redeemable or ex-
changeable for consideration the amount of which
is determined by reference to the value of shares
of stock in the exempt REIT or stapled entity (or
both),

paragraph (3) shall not apply to such partnership,
and such REIT or entity shall be treated for all pur-
poses of this section as holding all of the capital
and profits interests in such partnership.

“(B) LIMITATION TO ONE PARTNERSHIP.—If, as of
January 1, 1999, more than one partnership owned
by any exempt REIT or stapled entity meets the re-
quirements of subparagraph (A), only the largest
such partnership on such date (determined by ag-
gregate asset bases) shall be treated as meeting
such requirements.

‘(C) MIRROR ENTITY.—For purposes of subpara-
graph (A), an interest in a partnership formed after
March 26, 1998, shall be treated as held by an ex-
empt REIT or stapled entity on March 26, 1998, if
such partnership is formed to mirror the stapling of
an exempt REIT and a stapled entity in connection
with an acquisition agreed to or announced on or
before March 26, 1998.

¢(d) TREATMENT OF PROPERTY SECURED BY MORTGAGE

HELD BY EXEMPT REIT OR MEMBER OF STAPLED REIT
GROUP.—

‘(1) IN GENERAL.—In the case of any nonqualified
obligation held by an exempt REIT or any member of
the stapled REIT group, the REIT gross income pro-
visions shall be applied by treating the exempt REIT
as having impermissible tenant service income equal
to—

‘“(A) the interest income from such obligation
which is properly allocable to the property de-
scribed in paragraph (2); and

‘(B) the income of any member of the stapled
REIT group from services described in paragraph (2)
with respect to such property.
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If the income referred to in subparagraph (A) or (B)
is of a 10-percent subsidiary entity, only the portion
of such income which is properly allocable to the ex-
empt REIT’s or the stapled entity’s interest in the
subsidiary entity shall be taken into account.

‘“(2) NONQUALIFIED OBLIGATION.—Except as other-
wise provided in this subsection, the term ‘non-
qualified obligation’ means any obligation secured by
a mortgage on an interest in real property if the in-
come of any member of the stapled REIT group for
services furnished with respect to such property
would be impermissible tenant service income were
such property held by the exempt REIT and such
services furnished by the exempt REIT.

¢“(3) EXCEPTION FOR CERTAIN MARKET RATE OBLIGA-
TIONS.—Such term shall not include any obligation—

“(A) payments under which would be treated as
interest if received by a REIT; and

‘(B) the rate of interest on which does not exceed
an arm’s length rate.

‘(4) EXCEPTION FOR EXISTING OBLIGATIONS.—Such
term shall not include any obligation—

“‘(A) which is secured on March 26, 1998, by an in-
terest in real property; and

‘(B) which is held on such date by the exempt
REIT or any entity which is a member of the sta-
pled REIT group on such date and at all times
thereafter,

but only so long as such obligation is secured by such
interest, and the interest payable on such obligation
is not changed to a rate which exceeds an arm’s
length rate unless such change is pursuant to the
terms of the obligation in effect on March 26, 1998.
The preceding sentence shall not cease to apply by
reason of the refinancing of the obligation if (imme-
diately after the refinancing) the principal amount of
the obligation resulting from the refinancing does
not exceed the principal amount of the refinanced ob-
ligation (immediately before the refinancing) and the
interest payable on such refinanced obligation does
not exceed an arm’s length rate.

‘(5) TREATMENT OF ENTITIES WHICH ARE NOT STA-
PLED, ETC. ON MARCH 26, 1998.—A rule similar to the
rule of subsection (b)(5) shall apply for purposes of
this subsection.

¢“(6) INCREASE IN AMOUNT OF NONQUALIFIED OBLIGA-
TIONS IF INCREASE IN OWNERSHIP OF SUBSIDIARY.—A
rule similar to the rule of subsection (c¢)(3) shall
apply for purposes of this subsection.

“(T) COORDINATION WITH SUBSECTION (a).—This sub-
section shall not apply to the portion of any interest
in real property that the exempt REIT or stapled en-
tity holds or is treated as holding under this section
without regard to this subsection.

‘‘(e) DEFINITIONS.—For purposes of this section—

‘(1) REIT GROSS INCOME PROVISIONS.—The term
‘REIT gross income provisions’ means—

“‘(A) paragraphs (2), (3), and (6) of section 856(c) of
the Internal Revenue Code of 1986; and

“(B) section 857(b)(5) of such Code.

‘“(2) EXEMPT REIT.—The term ‘exempt REIT’ means
a real estate investment trust to which section 269B
of the Internal Revenue Code of 1986 does not apply
by reason of paragraph (3) of section 136(c) of the Tax
Reform Act of 1984.

‘“(3) STAPLED REIT GROUP.—The term ‘stapled REIT
group’ means, with respect to an exempt REIT, the
group consisting of—

““(A) all entities which are stapled entities with
respect to the exempt REIT; and

‘“(B) all entities which are 10-percent subsidiary
entities of the exempt REIT or any such stapled en-
tity.
¢‘(4) 10-PERCENT SUBSIDIARY ENTITY.—

“(A) IN GENERAL.—The term °‘l10-percent subsidi-
ary entity’ means, with respect to any exempt
REIT or stapled entity, any entity in which the ex-
empt REIT or stapled entity (as the case may be)
directly or indirectly holds at least a 10-percent in-
terest.
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‘(B) EXCEPTION FOR CERTAIN C CORPORATION SUB-
SIDIARIES OF REITS.—A corporation which would,
but for this subparagraph, be treated as a 10-per-
cent subsidiary of an exempt REIT shall not be so
treated if such corporation is taxable under section
11 of the Internal Revenue Code of 1986.

‘“(C) 10-PERCENT INTEREST.—The term °‘l10-percent
interest’ means—

‘(1) in the case of an interest in a corporation,
ownership of 10 percent (by vote or value) of the
stock in such corporation;

‘“(ii) in the case of an interest in a partnership,
ownership of 10 percent of the capital or profits
interest in the partnership; and

‘‘(iii) in any other case, ownership of 10 percent
of the beneficial interests in the entity.

‘“(5) OTHER DEFINITIONS.—Terms used in this section
which are used in section 269B or section 856 of such
Code shall have the respective meanings given such
terms by such section.

“(f) GUIDANCE.—The Secretary may prescribe such
guidance as may be necessary or appropriate to carry
out the purposes of this section, including guidance to
prevent the avoidance of such purposes and to prevent
the double counting of income.

‘“(g) EFFECTIVE DATE.—This section shall apply to
taxable years ending after March 26, 1998.”

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

[§270. Repealed. Pub. L. 91-172, title II, §213(b),
Dec. 30, 1969, 83 Stat. 572]

Section, act Aug. 16, 1954, ch. 736, 68A Stat. 81, related
to the limitation on deductions allowable to certain in-
dividuals. See section 183 of this title.

EFFECTIVE DATE OF REPEAL

Repeal applicable to taxable years beginning after
Dec. 31, 1969, see section 213(d) of Pub. L. 91-172, set out
as an Effective Date note under section 183 of this title.

§271. Debts owed by political parties, etc.
(a) General rule

In the case of a taxpayer (other than a bank as
defined in section 581) no deduction shall be al-
lowed under section 166 (relating to bad debts)
or under section 165(g) (relating to worthless-
ness of securities) by reason of the worthlessness
of any debt owed by a political party.

(b) Definitions
(1) Political party

For purposes of subsection (a), the term ‘‘po-
litical party’” means—
(A) a political party;
(B) a national, State, or local committee
of a political party; or
(C) a committee, association, or organiza-
tion which accepts contributions or makes
expenditures for the purpose of influencing
or attempting to influence the election of
presidential or vice-presidential electors or
of any individual whose name is presented
for election to any Federal, State, or local
elective public office, whether or not such
individual is elected.
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(2) Contributions

For purposes of paragraph (1)(C), the term
“‘contributions’ includes a gift, subscription,
loan, advance, or deposit, of money, or any-
thing of value, and includes a contract, prom-
ise, or agreement to make a contribution,
whether or not legally enforceable.

(3) Expenditures

For purposes of paragraph (1)(C), the term
“‘expenditures’ includes a payment, distribu-
tion, loan, advance, deposit, or gift, of money,
or anything of value, and includes a contract,
promise, or agreement to make an expendi-
ture, whether or not legally enforceable.

(c) Exception

In the case of a taxpayer who uses an accrual
method of accounting, subsection (a) shall not
apply to a debt which accrued as a receivable on
a bona fide sale of goods or services in the ordi-
nary course of the taxpayer’s trade or business
if—

(1) for the taxable year in which such receiv-
able accrued, more than 30 percent of all re-
ceivables which accrued in the ordinary course
of the trades and businesses of the taxpayer
were due from political parties, and

(2) the taxpayer made substantial continu-
ing efforts to collect on the debt.

(Aug. 16, 1954, ch. 736, 68A Stat. 82; Pub. L. 94-455,
title XXI, §2104(a), Oct. 4, 1976, 90 Stat. 1901.)

AMENDMENTS
1976—Subsec. (¢). Pub. L. 94-455 added subsec. (c).
EFFECTIVE DATE OF 1976 AMENDMENT

Pub. L. 94-455, title XXI, §2104(b), Oct. 4, 1976, 90 Stat.
1902, provided that: ‘“The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1975.”

§ 272. Disposal of coal or domestic iron ore

Where the disposal of coal or iron ore is cov-
ered by section 631, no deduction shall be al-
lowed for expenditures attributable to the mak-
ing and administering of the contract under
which such disposition occurs and to the preser-
vation of the economic interest retained under
such contract, except that if in any taxable year
such expenditures plus the adjusted depletion
basis of the coal or iron ore disposed of in such
taxable year exceed the amount realized under
such contract, such excess, to the extent not
availed of as a reduction of gain under section
1231, shall be a loss deductible under section
165(a). This section shall not apply to any tax-
able year during which there is no income under
the contract.

(Aug. 16, 1954, ch. 736, 68A Stat. 82; Pub. L. 88-272,
title II, §227(a)(3), (b)(3), Feb. 26, 1964, 78 Stat.
98.)

AMENDMENTS

1964—Pub. L. 88-272 inserted ‘‘or domestic iron ore’’ in
section catchline, and ‘‘or iron ore’ wherever appearing
in text.

EFFECTIVE DATE OF 1964 AMENDMENT

Pub. L. 88-272, title II, §227(c), Feb. 26, 1964, 78 Stat.
98, provided that: ‘“The amendments made by this sec-
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