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‘‘(B) which is held on such date by the exempt
REIT or any entity which is a member of the stapled 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 (immediately after the refinancing) the principal amount of
the obligation resulting from the refinancing does
not exceed the principal amount of the refinanced obligation (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 STAPLED, 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 OBLIGATIONS IF INCREASE IN OWNERSHIP OF SUBSIDIARY.—A
rule similar to the rule of subsection (c)(3) shall
apply for purposes of this subsection.
‘‘(7) COORDINATION WITH SUBSECTION (a).—This subsection shall not apply to the portion of any interest
in real property that the exempt REIT or stapled entity 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 entity.
‘‘(4) 10-PERCENT SUBSIDIARY ENTITY.—
‘‘(A) IN GENERAL.—The term ‘10-percent subsidiary entity’ means, with respect to any exempt
REIT or stapled entity, any entity in which the exempt REIT or stapled entity (as the case may be)
directly or indirectly holds at least a 10-percent interest.
‘‘(B) EXCEPTION FOR CERTAIN C CORPORATION SUBSIDIARIES OF REITS.—A corporation which would,
but for this subparagraph, be treated as a 10-percent 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 ‘10-percent
interest’ means—
‘‘(i) 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.

Page 934

‘‘(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 individuals. 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 allowed under section 166 (relating to bad debts)
or under section 165(g) (relating to worthlessness 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 ‘‘political party’’ means—
(A) a political party;
(B) a national, State, or local committee
of a political party; or
(C) a committee, association, or organization 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.
(2) Contributions
For purposes of paragraph (1)(C), 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 paragraph (1)(C), the term
‘‘expenditures’’ includes a payment, distribution, loan, advance, deposit, or gift, of money,
or anything of value, and includes a contract,
promise, or agreement to make an expenditure, 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 ordinary course of the taxpayer’s trade or business
if—
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(1) for the taxable year in which such receivable accrued, more than 30 percent of all receivables 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 continuing 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. (c). 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 subsection (a) [amending this section] shall apply to taxable years beginning after December 31, 1975.’’

§ 272. Disposal of coal or domestic iron ore
Where the disposal of coal or iron ore is covered by section 631, no deduction shall be allowed for expenditures attributable to the making and administering of the contract under
which such disposition occurs and to the preservation 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 taxable 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 section [amending this section and sections 631, 1016, 1231,
and 1402 and section 411 of Title 42, The Public Health
and Welfare] shall apply with respect to amounts received or accrued in taxable years beginning after December 31, 1963, attributable to iron ore mined in such
taxable years.’’

§ 273. Holders of life or terminable interest
Amounts paid under the laws of a State, the
District of Columbia, a possession of the United
States, or a foreign country as income to the
holder of a life or terminable interest acquired
by gift, bequest, or inheritance shall not be reduced or diminished by any deduction for
shrinkage (by whatever name called) in the
value of such interest due to the lapse of time.
(Aug. 16, 1954, ch. 736, 68A Stat. 83; Pub. L. 94–455,
title XIX, § 1901(c)(2), Oct. 4, 1976, 90 Stat. 1803.)
AMENDMENTS
1976—Pub. L. 94–455 struck out reference to amounts
paid under laws of a Territory.
EFFECTIVE DATE OF 1976 AMENDMENT
Amendment by Pub. L. 94–455 effective for taxable
years beginning after Dec. 31, 1976, see section 1901(d) of
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Pub. L. 94–455, set out as a note under section 2 of this
title.

§ 274. Disallowance of certain entertainment,
etc., expenses
(a) Entertainment, amusement, recreation, or
qualified transportation fringes
(1) In general
No deduction otherwise allowable under this
chapter shall be allowed for any item—
(A) Activity
With respect to an activity which is of a
type generally considered to constitute entertainment, amusement, or recreation, or
(B) Facility
With respect to a facility used in connection with an activity referred to in subparagraph (A).
(2) Special rules
For purposes of applying paragraph (1)—
(A) Dues or fees to any social, athletic, or
sporting club or organization shall be treated as items with respect to facilities.
(B) An activity described in section 212
shall be treated as a trade or business.
(3) Denial of deduction for club dues
Notwithstanding the preceding provisions of
this subsection, no deduction shall be allowed
under this chapter for amounts paid or incurred for membership in any club organized
for business, pleasure, recreation, or other social purpose.
(4) Qualified transportation fringes
No deduction shall be allowed under this
chapter for the expense of any qualified transportation fringe (as defined in section 132(f))
provided to an employee of the taxpayer.
(b) Gifts
(1) Limitation
No deduction shall be allowed under section
162 or section 212 for any expense for gifts
made directly or indirectly to any individual
to the extent that such expense, when added to
prior expenses of the taxpayer for gifts made
to such individual during the same taxable
year, exceeds $25. For purposes of this section,
the term ‘‘gift’’ means any item excludable
from gross income of the recipient under section 102 which is not excludable from his gross
income under any other provision of this chapter, but such term does not include—
(A) an item having a cost to the taxpayer
not in excess of $4.00 on which the name of
the taxpayer is clearly and permanently imprinted and which is one of a number of identical items distributed generally by the taxpayer, or
(B) a sign, display rack, or other promotional material to be used on the business
premises of the recipient.
(2) Special rules
(A) In the case of a gift by a partnership,
the limitation contained in paragraph (1)
shall apply to the partnership as well as to
each member thereof.

