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[Sec. S14()] .,
-*. {b) DerNiTION OF Business LEAse.—

-+ (1) GeneraL ruLe—For purposcs of this section, the term “business lease”
means a lcase for a term of more than § ycars of real property by an organi-
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zation (or by a partnership of which it is a member), if at the close of the
~lessor’s taxable ycar there is a business lcase indebtedness (as defined i
subsection (c)) with respect to such property. o T

" (2) SPECIAL RULES FOR APPLYING PARAGRAPH (1).—For purposes of para-
graph (1)— . .
} (A) In computing the term of a lease which contains an option for
. . renewal or extension, the term of such lease shall be considered as
‘including .any period for which such option may be exercised; and the
.- «term of any leasc made pursuant to an exercise of such option shall
. include the period during which the prior lease was in effect, If real
property is acquired subject to a lease, the term of such tease shall be
. eonsidered to begin on the date of such acquisition. N
" (B) If the property has been occupied by the same lessee for a
. total period of more than 5§ ycars commencing not earlier than the date
. ¢ of acquisition of the property by the organization or trust (whether such
occupancy is under one or miore lcases, renewals, extensions, or con-
tinuations thereof), the occupancy of such lessce shall be considered to
be under a lease for 2 term of more than § years within the meaning of
paragraph (1). However, subscction (a). shall apply in the case of a
tenancy described in this subparagraph (and not within subparagraph
(A)) only with respect to the sixth and succeeding years of occupancy
by. the same Jessee. For purposes of this subparagraph, the term “same
lessee” shall include any lessee of the property whose relationship with
.a lessee of the same properly is such that losses in respect of sales or
exchanges of property between the 2 lessees would be disallowed under
gection 267 (a). .o . :

*(3) Excermons~
e (A) No leasc shall be considered a business lease if— )
Coeet (i) such.lcasc is entered into primarily for purposes which are
. substantially related (aside from the need of such organization for
income or funds or the use it makes of the rents derived) to the
exercise or performance by such organization of its charitable,
" educational, or other purposc or function constituting the basis for
its exemption under scction 501, or
(ii) the leasc is of premises in a building primarily designed for
occupancy, and occupicd, by the organization.
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‘. (B) If a lcasc for more than § years to a tenant is for only a
portion of the real property, 2nd space in the real property is rented
during the taxable year under a lease for not more than 5 years to
any other tcnmant of the organization, leases of the real property for
more than S years shall be considered as business leases during-the taxable
year only if— ’ . ]

_ (i) the rents derived from the real property during the taxable
year under leascs for more than 5 ycars (not including, as a lease
for more than § years, an occupancy which is considered as such

. a lease by reason of paragraph (2) (B)) represent 50 percent or

. more of the total rents derived during the taxable year from the real
property; or the area of the premiscs occupicd under leases for .

more than 5 years (not including, as a leasc for more than § years,

an occipancy which is considered as such a lease by reason of

paragraph (2) (B)) represents, at any time during the taxable year,

50 percent or more of the total area of the real property rented at

such time; or

(i) the rent derived from the real property during the taxable

year from any tenant under a lease for more than S years (including

as a Iease for more than § ycars an occupancy which is considered



