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or on behalf of a person making the
lobbying communication;

(iv) Whether the results of the activity
are also used for a nonlobbying purpose;
and

(v) Whether, at the time the taxpayer
engages in the activity, there is specific
legislation to which the activity relates.

(2) Multiple purposes. If a taxpayer
engages in an activity both for the
purpose of making or supporting a
lobbying communication and for some
nonlobbying purpose, the taxpayer must
treat the activity as engaged in partially
for a lobbying purpose and partially for
a nonlobbying purpose. This division of
the activity must result in a reasonable
allocation of costs to influencing
legislation. See § 1.162–28 (allocation
rules for certain expenditures to which
section 162(e)(1) applies). A taxpayer’s
treatment of these multiple-purpose
activities will, in general, not result in
a reasonable allocation if it allocates to
influencing legislation—

(i) Only the incremental amount of
costs that would not have been incurred
but for the lobbying purpose; or

(ii) An amount based solely on the
number of purposes for engaging in that
activity without regard to the relative
importance of those purposes.

(3) Activities treated as having no
purpose to influence legislation. A
taxpayer that engages in any of the
following activities is treated as having
done so without a purpose of making or
supporting a lobbying communication—

(i) Before evidencing a purpose to
influence any specific legislation
referred to in paragraph (c)(3)(i)(A) or
(B) of this section (or similar
legislation)—

(A) Determining the existence or
procedural status of specific legislation,
or the time, place, and subject of any
hearing to be held by a legislative body
with respect to specific legislation; or

(B) Preparing routine, brief summaries
of the provisions of specific legislation;

(ii) Performing an activity for
purposes of complying with the
requirements of any law (for example,
satisfying state or federal securities law
filing requirements);

(iii) Reading any publications
available to the general public or
viewing or listening to other mass media
communications; and

(iv) Merely attending a widely
attended speech.

(4) Examples. The provisions of this
paragraph (c) are illustrated by the
following examples.

Example 1. (i) Facts. In 1997, Agency F
issues proposed regulations relating to the
business of Taxpayer W. There is no specific
legislation during 1997 that is similar to the
regulatory proposal. W undertakes a study of

the impact of the proposed regulations on its
business. W incorporates the results of that
study in comments sent to Agency F in 1997.
In 1998, legislation is introduced in Congress
that is similar to the regulatory proposal.
Also in 1998, W writes a letter to Senator P
stating that it opposes the proposed
legislation. W encloses with the letter a copy
of the comments it sent to Agency F.

(ii) Analysis. W’s letter to Senator P refers
to and reflects a view on specific legislation
and therefore is a lobbying communication.
Although W’s study of the impact of the
proposed regulations is proximate in time
and similar in subject matter to its lobbying
communication, W performed the study and
incorporated the results in comments sent to
Agency F when no legislation with a similar
subject matter was pending (a nonlobbying
use). On these facts, W engaged in the study
solely for a nonlobbying purpose.

Example 2. (i) Facts. The governor of State
Q proposes a budget that includes a proposed
sales tax on electricity. Using its records of
electricity consumption, Taxpayer Y
estimates the additional costs that the budget
proposal would impose upon its business. In
the same year, Y writes to members of the
state legislature and explains that it opposes
the proposed sales tax. In its letter, Y
includes its estimate of the costs that the
sales tax would impose on its business. Y
does not demonstrate any other use of its
estimates.

(ii) Analysis. The letter is a lobbying
communication (because it refers to and
reflects a view on specific legislation, the
governor’s proposed budget). Y’s estimate of
additional costs under the proposal supports
the lobbying communication, is proximate in
time and similar in subject matter to a
specific legislative proposal then in
existence, and is not used for a nonlobbying
purpose. Based on these facts, Y estimated its
additional costs under the budget proposal
solely to support the lobbying
communication.

Example 3. (i) Facts. A senator in the State
Q legislature announces her intention to
introduce legislation to require health
insurers to cover a particular medical
procedure in all policies sold in the state.
Taxpayer Y has different policies for two
groups of employees, one of which covers the
procedure and one of which does not. After
the bill is introduced, Y’s legislative affairs
staff asks Y’s human resources staff to
estimate the additional cost to cover the
procedure for both groups of employees. Y’s
human resources staff prepares a study
estimating Y’s increased costs and forwards
it to the legislative affairs staff. Y’s legislative
staff then writes to members of the state
legislature and explains that it opposes the
proposed change in insurance coverage based
on the study. Y’s legislative affairs staff
thereafter forwards the study, prepared for its
use in opposing the statutory proposal, to its
labor relations staff for use in negotiations
with employees scheduled to begin later in
the year.

(ii) Analysis. The letter to legislators is a
lobbying communication (because it refers to
and reflects a view on specific legislation).
The activity of estimating Y’s additional costs
under the proposed legislation relate to the

same subject as the lobbying communication,
occurs close in time to the lobbying
communication, is conducted at the request
of a person making a lobbying
communication, and relates to specific
legislation then in existence. Although Y
used the study in its labor negotiations, mere
use for that purpose does not establish that
Y estimated its additional costs under the
proposed legislation in part for a
nonlobbying purpose. Thus, based on all the
facts and circumstances, Y estimated the
additional costs it would incur under the
proposal solely to make or support the
lobbying communication.

Example 4. (i) Facts. After several years of
developmental work under various contracts,
in 1996, Taxpayer A contracts with the
Department of Defense (DOD) to produce a
prototype of a new generation military
aircraft. A is aware that DOD will be able to
fund the contract only if Congress
appropriates an amount for that purpose in
the upcoming appropriations process. In
1997, A conducts simulation tests of the
aircraft and revises the specifications of the
aircraft’s expected performance capabilities,
as required under the contract. A submits the
results of the tests and the revised
specifications to DOD. In 1998, Congress
considers legislation to appropriate funds for
the contract. In that connection, A
summarizes the results of the simulation tests
and of the aircraft’s expected performance
capabilities, and submits the summary to
interested members of Congress with a cover
letter that encourages them to support
appropriations of funds for the contract.

(ii) Analysis. The letter is a lobbying
communication (because it refers to specific
legislation (i.e., appropriations) and requests
passage). The described activities in 1996,
1997, and 1998 relate to the same subject as
the lobbying communication. The summary
was prepared specifically for, and close in
time to, that communication. Based on these
facts, the summary was prepared solely for a
lobbying purpose. In contrast, A conducted
the tests and revised the specifications to
comply with its production contract with
DOD. A conducted the tests and revised the
specifications solely for a nonlobbying
purpose.

Example 5. (i) Facts. C, president of
Taxpayer W, travels to the state capital to
attend a two-day conference on new
manufacturing processes. C plans to spend a
third day in the capital meeting with state
legislators to explain why W opposes a
pending bill unrelated to the subject of the
conference. At the meetings with the
legislators, C makes lobbying
communications by referring to and
reflecting a view on the pending bill.

(ii) Analysis. C’s traveling expenses
(transportation and meals and lodging) are
partially for the purpose of making or
supporting the lobbying communications and
partially for a nonlobbying purpose. As a
result, under paragraph (c)(2) of this section,
W must reasonably allocate C’s traveling
expenses between these two purposes.
Allocating to influencing legislation only C’s
incremental transportation expenses (i.e., the
taxi fare to meet with the state legislators)
does not result in a reasonable allocation of
traveling expenses.


