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Lobbying by Nonprofits is

Legitimate, Encouraged and Protected

There are two standards by which nonprofits’ compliance with the IRS Code is measured.

The oldest and best know is the “insubstantial part test,” which, since 1934, has required that “no substantial part of a charity’s activities . . . be carrying on propaganda or otherwise attempting to influence legislation.” 

“Substantial” is not further defined and, since charities which exceeded this vague standard risked losing their exemptions, many arbitrarily limited themselves to a tiny amount of lobbying. And many still do. 

The other standard is the “section 501(h) expenditure test.”  In 1976, Congress made lobbying more worry-free by passing legislation that gave public charities the right to lobby up to 20% of their annual overall expenditures, without any risk to their exempt status (Source: “Worry-Free Lobbying for Nonprofits,” Alliance for Justice, 2000). A nonprofit may make a 501(h) election by filing a simple 1-page form that only requires a nonprofit to give its name, EIN, address and date (see, Form 5768, http://www.irs.gov/pub/irs-pdf/f5768.pdf). 

TIP: It’s the money you spend on LOBBYING that counts

With or without a Section 501(h) election, the IRS is concerned about how much money an organization spends on lobbying – not necessarily how much time and energy. When volunteer, grassroots efforts, drive a lobbying event, only the cost of the event to the organization counts towards IRS limits. The cost to participants and any donated supplies (e.g., stamps, phone calls, etc.) do not count toward lobbying expenditure limits. 

A general contribution to an organization that lobbies is not lobbying

Nothing under IRS rules prohibits an organization or foundation from giving to a nonprofit that lobbies. If the donor is also a nonprofit (e.g., a family organization or foundation), and is concerned about its own lobby limits, the donor simply should not earmark the donation for lobbying purposes. A general donation, or one that is earmarked for a specific, non-lobbying project, is not spending money on “lobbying” as the IRS defines it. 

What nonprofits CAN’T do

Supporting or opposing any candidate for elected office, even in nonpartisan races, is strictly prohibited and can result in loss of your tax exemption. Fear of violating this prohibition on political activity may be behind the reluctance of many nonprofits to get involved in policy issues (Source: Center for Nonprofit Management). 

For More Information:

“Frequently Asked Questions about Lobbying and Advocacy by Nonprofits,” Center for Nonprofit Management, http://www.cnmsocal.org/ForNonprofits/FAQLobbying.html#3
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What is lobbying?





    Under IRS regulations, "lobbying" is defined as: 





*a communication 


*to legislators (or urging the public to contact legislators) 


*intended to influence specific legislation





    Under IRS rules lobbying does not include:





*Making available the results of nonpartisan analysis, study, or research; 





*Discussing broad social issues, without mentioning specific legislation; 





*Communicating with a government official or employee, other than for the purpose of influencing legislation; 





*Communicating with members of your organization with respect to legislation and expressing a view about the legislation so long as the communication does not encourage members to take action regarding the legislation;





*Providing technical advice or assistance to a government body, or to its committee or other subdivision, in response to a written request from the chair of that body; and





*Self-defense communications with a governmental body regarding legislation which would affect your existence, your powers or duties, your tax-exempt status, or the deductibility of contributions to your group (Note: fighting cuts in government funding for your cause is not self-defense) (Source: Center for Nonprofit Management). 
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