Most Common Questions about
Lobbying and Advocacy by Nonprofits

What are the restrictions on the amount of lobbying a nonprofit organization can do?
The restrictions depend on the activity and the organization since there is no clear defined guidelines.  Tax exempt 501(c)(3) nonprofit organizations are prohibited from lobbying except to an insubstantial degree. This is not clearly defined, but the IRS evaluates an organization’s lobbying activities under two rules. 

· The general rule looks at the totality of an organization’s lobbying activities, whether by paid staff or volunteers, and considers whether those activities are insubstantial. This test gives the IRS fairly broad discretion; courts have in the past considered expenditures of more than 5% of the organization’s budget, time and effort to be “substantial.” 

· The other more defined test is the 501(h) expenditure test, named after the bright line rule set forth in Section 501(h) of the Internal Revenue Code. This test sets specific dollar limits on a nonprofit’s lobbying activities. The 501(h) test not only sets clear limits, it also only includes lobbying expenditures (money and staff time) toward those limits; the work of volunteers is not counted against the limits, as it would be under the insubstantial test. In order to be governed by the 501(h) test, an organization must file a form electing to be evaluated under the rule (IRS Form 5768). The disclosures required under the 501(h) test are essentially the same as that required for the annual informational return (IRS Form 990). 
Can nonprofits endorse or oppose candidates to office or ballot initiatives?
No. Supporting or opposing any candidate for elected office, even in nonpartisan races, is strictly prohibited and can result in loss of your tax exemption. Nonprofits can, however, get involved in election campaigns for or against ballot initiatives or referenda. These campaigns are very important policy tools in California and many other states. Trying to influence how people vote on initiatives is direct lobbying, since the voters act as legislators in approving or rejecting a ballot initiative. 
Are there differences between federal and state IRS lobbying limits?
Yes. The definition of "lobbying" and the requirement to disclose and report varies by jurisdiction.  The IRS rules limit the amount of lobbying in which a 501(c)(3) can engage.  Registration and disclosure requirements are distinct in each jurisdiction.   
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