Yes, 501(c)(3) organizations can engage in lobbying, but there are strict limits on how much they can do. The IRS allows lobbying as long as it does not constitute a “substantial part” of the organization’s overall activities. Here's a breakdown:

✅ Permitted Lobbying for 501(c)(3) Organizations
Lobbying refers to attempts to influence legislation, which can include:
· Contacting legislators to propose, support, or oppose legislation
· Urging the public to contact legislators on a specific piece of legislation (a “call to action”)
There are two ways to measure whether lobbying is within allowable limits:

1. The "Substantial Part" Test (Default IRS Rule)
Under this default test:
· Lobbying must not constitute a “substantial part” of the organization’s activities.
· This is a facts and circumstances test (no clear numerical threshold).
· If an organization exceeds the limit, it risks losing its tax-exempt status and paying excise taxes.
Risk: The vagueness of this test makes it hard to know what is too much.

2. The 501(h) Expenditure Test (Optional and Clearer)
Organizations can choose to file IRS Form 5768 to elect the 501(h) Expenditure Test, which sets specific dollar limits on how much can be spent on lobbying, based on the size of the organization’s budget.
Example:
· If your annual exempt purpose expenditures are $500,000, you may spend up to 20% ($100,000) on lobbying.
· There's a sliding scale for larger budgets.
· This test only counts actual expenditures, not volunteer time.
Advantage: Clear, predictable limits that are easier to follow.

❌ What 501(c)(3) Organizations Cannot Do
· They cannot engage in any political campaign activity, such as endorsing candidates or contributing to campaigns.
· Excessive lobbying or failure to follow IRS rules may result in:
· Loss of tax-exempt status
· Excise taxes

📌 Best Practices
· Track all lobbying activities and expenditures.
· Consider filing Form 5768 to elect the 501(h) Expenditure Test.
· Educate board and staff about the distinction between lobbying and advocacy (general education and issue promotion, which is not lobbying and is unlimited).
Would you like a sample lobbying policy or board education handout to help your nonprofit stay compliant?
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