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legislative positions of Organization X. Orga-
nization X is affiliated with Y and Z; Y is af-
filiated with X and Z; and Z is affiliated with
X and Y.

Example (6). Organizations T and U have
interlocking boards of directors. T is the
controlling organization. Organization V is
bound, under the terms of its governing in-
struments, by the legislative positions of U.
T and V are affiliated because T may cause
or prevent action on legislative issues by U,
and V is bound by U’s action. If U were the
controlling organization, T and V would be
affiliated as two organizations controlled by
the same organization.

Example (7). Organization A is described in
section 501(c)(4). It is affiliated, as the con-
trolling organization, with organizations K
and L, both of which are described in section
501(c)(3) and are eligible to elect under sec-
tion 501(h). If K elects under section 501(h), K
and L are an affiliated group of organiza-
tions. Even though A is affiliated with K and
L, A is not a member of that affiliated group
of organizations because A is not an eligible
organization within the meaning of § 1.501(h)–
2(b)(1) (see § 56.4911–7(e)(1) for the definition
of which affiliated organizations may be
members of an affiliated group of organiza-
tions).

Example (8). G, H, I, and J are eligible orga-
nizations. G, H, and I have elected the ex-
penditure test under section 501(h). The gov-
erning board of J has nine members. Under
the governing instruments of J, organiza-
tions G, H, and I each designate three mem-
bers of the governing board of J. Also under
the governing instruments of J, action on
legislative issues requires the approval of
any seven board members. Because the three
representatives of G may prevent action on
legislative issues, J is affiliated with G.
Similarly, J is affiliated with each of H and
I. However, under none of the rules of affili-
ation is G affiliated with H, or H with I, or
I with G. Therefore J is a member of one af-
filiated group comprising G and J, of another
group comprising H and J, and of a third
group comprising I and J.

Example (9). Organizations C, D, and E have
been affiliated for many years and have all
elected the expenditure test. Each has a tax-
able year ending July 31. For every day of
the year ending July 31, 1992, they were eligi-
ble organizations, electing member organiza-
tions, and affiliated with each other. On no
day of that year were they affiliated with
any other eligible organization having a dif-
ferent taxable year. Therefore, the year end-
ing July 31, 1992, is the taxable year of the
affiliated group comprising C, D, and E.

§ 56.4911–8 Excess lobbying expendi-
tures of affiliated group.

(a) Application. This section provides
rules concerning the exempt purpose

expenditures, lobbying expenditures,
and grass roots expenditures of an af-
filiated group of organizations, and the
application of the excise tax imposed
by section 4911(a) on the excess lob-
bying expenditures of the group.

(b) Affiliated group treated as one orga-
nization. Under section 4911(f), an affili-
ated group of organizations is treated
as a single organization for purposes of
the tax imposed by section 4911(a). For
any taxable year of the affiliated
group, the group’s lobbying expendi-
tures, grass roots expenditures, and ex-
empt purpose expenditures are equal to
the sum of the lobbying expenditures,
grass roots expenditures, and exempt
purpose expenditures, respectively,
paid or incurred by each member dur-
ing the taxable year of the affiliated
group. The lobbying and grass roots
nontaxable amounts for the affiliated
group for a taxable year are deter-
mined under section 4911(c) (2) and (4)
and § 56.4911–1(c) and are based on the
sum of the exempt purpose expendi-
tures described in the preceding sen-
tence. The lobbying and grass roots
ceiling amounts for the affiliated group
for a taxable year are calculated under
§ 1.501(h)–3(c) (3) and (6) based upon the
nontaxable amounts determined pursu-
ant to the preceding sentence.

(c) Tax imposed on excess lobbying ex-
penditures of affiliated group. The excise
tax under section 4911(a) is imposed for
a taxable year of an affiliated group if
the group has excess lobbying expendi-
tures. For any taxable year of an affili-
ated group, the group’s excess lobbying
expenditures are the greater of—

(1) The amount by which the group’s
lobbying expenditures exceed the
group’s lobbying nontaxable amount,
or

(2) The amount by which the group’s
grass roots expenditures exceed the
group’s grass roots nontaxable amount.

(d) Liability for tax—(1) Electing orga-
nizations. As provided in this paragraph
(d), an electing member organization is
liable for all or a portion of the excise
tax imposed by section 4911(a) on the
excess lobbying expenditures of an af-
filiated group of organizations. An or-
ganization that is liable under this
paragraph (d) is not liable for any ex-
cise tax under section 4911 based on its
own excess lobbying expenditures. A
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member of the affiliated group that is
not an electing member organization is
not liable for any portion of the excise
tax that is imposed with respect to the
affiliated group.

(2) Tax based on excess lobbying ex-
penditures. If the excise tax imposed by
section 4911(a) on the excess lobbying
expenditures of an affiliated group of
organizations is based upon the
amount described in paragraph (c)(1) of
this section, and at least one electing
member has made lobbying expendi-
tures, each electing member organiza-
tion is liable for a portion of the tax
equal to the amount of the tax multi-
plied by a fraction, the numerator of
which is the electing member organiza-
tion’s lobbying expenditures paid or in-
curred during the taxable year of the
affiliated group, and the denominator
of which is the sum of the lobbying ex-
penditures of all electing member orga-
nizations in the group paid or incurred
during the taxable year of the affili-
ated group.

(3) Tax based on excess grass roots ex-
penditures. If the excise tax imposed by
section 4911(a) on the excess lobbying
expenditures of an affiliated group of
organizations is based upon the
amount described in paragraph (c)(2) of
this section, and at least one electing
member has made grass roots expendi-
tures, each electing member organiza-
tion is liable for a portion of the tax
equal to the amount of the tax multi-
plied by the fraction described in para-
graph (d)(2) of this section, except that
‘‘grass roots expenditures’’ is sub-
stituted for ‘‘lobbying expenditures.’’

(4) Tax based on exempt purpose ex-
penditures. If the excise tax imposed by
section 4911(a) on the excess lobbying
expenditures of an affiliated group of
organizations is based upon the
amount described in paragraph (c)(2) of
this section, and if paragraphs (d)(2)
and (d)(3) of this section do not apply
because no electing organization has
made lobbying or grass roots expendi-
tures, respectively, each electing mem-
ber organization is liable for a portion
of the tax equal to the amount of tax
multiplied by a fraction the numerator
of which is the electing member orga-
nization’s exempt purpose expenditures
and the denominator of which is the
exempt purpose expenditures of all the

electing member organizations in the
affiliated group.

(5) Taxable year for which liable. An
electing member organization that is
liable for all or a portion of the excise
tax imposed by section 4911(a) on the
excess lobbying expenditures of an af-
filiated group of organizations is liable
for the tax as if the tax were imposed
for its taxable year with which or with-
in which ends the taxable year of the
affiliated group.

(6) Organization a member of more than
one affiliated group. If, under this para-
graph (d), an organization is liable for
its taxable year for two or more excise
taxes imposed by section 4911(a) on the
excess lobbying expenditures of two or
more affiliated groups, then the organi-
zation is liable only for the greater of
the two or more taxes.

(e) Former member organization. An
electing member organization that
ceases to be a member of an affiliated
group of organizations, the taxable
year of which is different from its own,
must thereafter determine its liability
under § 56.4911–1 for the excise tax im-
posed by section 4911(a) as if its taxable
year were the taxable year of the affili-
ated group of which it was formerly a
member. An organization to which this
paragraph (e) applies that is liable for
the excise tax imposed by section
4911(a) is liable for the tax as if the tax
were imposed for its taxable year with-
in which ends the taxable year of the
affiliated group of which it was for-
merly a member. The Commissioner
may, at the Commissioner’s discretion,
permit an organization to disregard the
rules of this paragraph (e) and to deter-
mine any liability under section 4911(a)
based upon its own taxable year.

§ 56.4911–9 Application of section
501(h) to affiliated groups of organi-
zations.

(a) Scope. This section provides rules
concerning the application of the limi-
tations of section 501(h) to members of
an affiliated group of organizations (as
defined in § 56.4911–7(e)(1)).

(b) Determination required. For each
taxable year of an affiliated group of
organizations, the calculations de-
scribed in § 1.501(h)–3(b)(1) (i) and (ii)
must be made, based on the expendi-
tures of the group. If, for a taxable
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