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Report to Jerome Kurtz, coamissioner, Internal Revenue Service;
by Richard L. Pogel, Associate Director, General Government Div.

contact: General Government Div.
Organizaticn Concerned: rederal Power Commission.
Authority: Internal Revenue Code, sec. 162.

Testisony presented before the Congress on proper
accounting for corporate expenses for political advertising
indicated that energy-related industries may be iaprogerly
treating costs associated with political advertising and that
questionatle tax deductions may be occurring. A GAD report
expressed a sismilar ccncerus, but the Internal Bevenue Service
(IRS) has taken little actiom to isprove guidance to taxpayers
and to its auditors in this regard. iRS should: clarify existing
requlations in the area of political advertising and grass-roots
lobbying, systematically test the practices follcwed oy industry
groups in the area of advertising and lobbying expenses to
determine possible noncompliance and corrective action, provide
more specific audit criteria for IRS agents, and develop
additional guidance for auditors to follow in separating
grass-troots lobbying and advertising expenses frca allowable
deductions. (HTH)






