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I. 501(C)(3) LOBBYING AND POLITICAL ACTIVITY

Political activities and legislative activities are two different things and are subject to two 
different sets of rules. 

A. IRS RESTRICTIONS ON LOBBYING BY 501(C)(3)  ORGANIZATIONS

Lobbying Activity
In general, no organization may qualify for section 501(c)(3) status if a substantial part of its 
activities consist of attempting to influence legislation (commonly known as lobbying).  26 
C.F.R. 1.501(c)(3)-1(b)(3)(i).  A 501(c)(3) organization may engage in some lobbying, but too 
much lobbying activity risks loss of tax-exempt status.  

The lobbying restrictions only apply to attempting to influence legislation; “legislation” includes 
action by Congress, any state legislature, any local council or any similar governing body with 
respect to acts, bills, resolutions, or similar items, or by the public in referendum, ballot 
initiative, constitutional amendment or similar procedure.  It does not include actions by 
executive, judicial or administrative bodies. 

An organization will be regarded as attempting to influence legislation if it contacts, or urges the 
public to contact, members or employees of a legislative body for the purpose of proposing, 
supporting or opposing legislation, or if the organization advocates the adoption or rejection of 
legislation.

Organizations may, however, involve themselves in issues of public policy without the activity 
being considered as lobbying.  For example, organizations may conduct educational meetings, 
prepare and distribute educational materials or otherwise consider public policy issues in an 
educational manner without jeopardizing their tax-exempt status.

501(h) Lobbying Rules
In the past, the IRS regulation restricting lobbying for 501(c)(3) organizations were unclear as to 
how much lobbying activity is too much, making it difficult for organizations who do attempt to 
influence legislation to know if they are in compliance with the law or not.  Because of this, and 
at the request of nonprofit organizations, Congress enacted a provision of the Internal Revenue 
Code, section 501(h), which allows an organization to elect to be governed by a different, much 
more concrete test to determine whether or not they are within the allowable limits for lobbying 
activity.  This test, called the lobbying “expenditure test,” gives organizations certainty as to 
whether or not they are complying with the law.

However, only certain types of 501(c)(3) organizations are allowed to elect to be covered by the 
lobbing limits in Section 501(h).  For example, churches and all Private Foundations are not 
allowed to do so, and so must make sure that their lobbying activities comply with the older, 
more restrictive and more uncertain regulation.

In order to be governed by the expenditure test laid out in section 501(h), an organization must 
elect to do so by filing Form 5768 with the IRS. 
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The 501(h) expenditure test limits lobbying by limiting the amount of money that 501(c)(3) 
organizations can spend on lobbying activities.  There are two separate expenditure limits:  one 
for total lobbying expenses and a second limit for “indirect” or “grassroots” lobbying expenses.  

Limits on Total Lobbying Expenditures   
An organization’s total lobbying expenditures are limited to:

    20% of the organization’s first $500,000 in exempt purpose expenditures
+ 15% of the organization’s next $500,000 in exempt purpose expenditures
+ 10% of the organization’s third $500,000 in exempt purpose expenditures
+ 5% of the organization’s remaining exempt purpose expenditures

Also, an organization’s total lobbying expenditures may not exceed $1 million, no matter how 
large the organization’s total annual expenditures are.  

Limits on Indirect / Grass Roots Lobbying Expenditures 
An organization’s indirect lobbying expenditures are limited to 25% of its total allowable 
lobbying expenditures.  Note that an organization can engage in indirect lobbying and spend up 
to 25% of its allowable total lobbying expenditures, regardless of how much is spent on direct 
lobbying, even if the organization did not actually spend the full amount allowed for its total 
lobbying expenditures.

“Exempt Purpose Expenditures” simply means all expenditures the organization makes in 
furtherance of its exempt purposes, including expenditures for program expenses, administrative 
expenses, depreciation, lobbying expenses and most in-house fundraising expenses.  Exempt 
Purpose Expenditures do not include expenditures made to earn “Unrelated Business Income” 
(UBI) or taxes paid on Unrelated Business Income; capital improvement or acquisition expenses, 
such as money paid to purchase or improve the value of real property; or expenses for a separate 
fundraising unit or an outside fundraising consultant.  

Note that the section 501(h) rules do not limit lobbying activities which do not cost money.  
Accordingly, an organization that has elected to be governed by the section 501(h)’s expenditure 
test can utilize unpaid volunteers to engage in as much lobbying as it desires, and it has no duty 
to track or report those activities, so long as no other expenditures are involved.

Tracking And Reporting of Lobbying Expenditures
The IRS requires 501(c)(3) nonprofit organizations to carefully track and record their lobbying 
expenditures, including the costs of all staff time spent on lobbying activities, the costs of travel 
and phone calls, the costs of television or radio ads, the cost of preparing and mailing literature 
and action alerts, and the cost of any portions of newsletters or other materials that involve 
lobbying.  Organizations are required to have a reasonable and accurate system for tracking these 
costs and should ask a CPA or other accounting professional for help in setting up a system that 
will track and account for their lobbying expenditures. 

Sanctions and Penalties
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Under the 501(h) rules, if an electing 501(c)(3) organization exceeds either of its lobbying limits, 
then instead of potentially losing its nonprofit status, it simply has to pay a 25% excise tax on its 
excess lobbying expenditures.  However, if the organization exceeds its lobbying limits by 
expending 150% or more of its annual allowable lobbying expenditures, averaged over a period 
of four years, then it could lose its tax-exempt status.

B. IRS PROHIBITION ON POLITICAL ACTIVITIES BY 501(C)(3) 
ORGANIZATIONS

Under the Internal Revenue Code, all section 501(c)(3) organizations are absolutely prohibited 
from directly or indirectly participating in, or intervening in, any political campaign on behalf of 
(or in opposition to) any candidate for elected public office.  Contributions to political campaign 
funds or public statements of position (verbal or written) made on behalf of the organization in 
favor of or in opposition to any candidate for public office clearly violate the prohibition against 
political campaign activity.  Violation of this prohibition may result in denial or revocation of 
tax-exempt status and the imposition of certain excise tax.  

Certain activities or expenditures may not be prohibited depending on the facts and 
circumstances.  For example, certain voter education activities (including the presentation of 
public forums and the publication of voter education guides) conducted in a non-partisan manner 
do not constitute prohibited political campaign activity. In addition, other activities intended to 
encourage people to participate in the electoral process are allowed if conducted correctly (see 
below on voter registration, voter education, and get-out-the-vote, below). 

Individual Activity by Organization Leaders
The political campaign activity prohibition is not intended to restrict free expression on political 
matters by leaders of organizations speaking for themselves as individuals.  Nor are leaders 
prohibited from speaking about important issues of public policy.  However, for their 
organizations to remain tax-exempt under section 501(c)(3), leaders cannot make partisan 
comments in official organization publications or at official functions. 

To avoid potential attribution of their comments outside of organization functions and 
publications, organization leaders who speak or write in their individual capacity are encouraged 
to clearly indicate that their comments are personal and not intended to represent the views of the 
organization.

C. THE RULES FOR VOTER REGISTRATION, VOTER EDUCATION, AND 
GET-OUT-THE VOTE CAMPAIGNS

Tax-exempt, 501(c)(3) organizations are allowed to conduct unbiased, non-partisan, even-handed 
voter registration, voter education, and get-out-the-vote activities. Such activities do not 
constitute prohibited political campaign activity if conducted in a non-partisan manner.  On the 
other hand, voter education, registration, or get-out-the-vote activities with evidence of bias that 
(a) would favor one candidate over another; (b) oppose a candidate in some manner; or (c) have 
the effect of favoring a candidate or group of candidates, will constitute prohibited participation 
or intervention.
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Voter Registration and Get-Out-the-Vote
If conducted in a non-partisan manner that does not promote any candidate or political party over 
another, voter registration and get-out-the-vote activities are permitted for 501(c)(3) 
organizations. The IRS uses the following example as a permissible version of voter registration 
activities: 

B, a section 501(c)(3) organization that promotes community involvement, sets up 
a booth at the state fair where citizens can register to vote.  The signs and banners 
in and around the booth give only the name of the organization, the date of the 
next upcoming statewide election, and notice of the opportunity to register.  No 
reference to any candidate or political party is made by the volunteers staffing the 
booth or in the materials available at the booth, other than the official voter 
registration forms which allow registrants to select a party affiliation.  B is not 
engaged in political campaign intervention when it operates this voter registration 
booth.
IRS, Fact Sheet 2006-17: Election Year Activities and the Prohibition on Political 
Campaign Intervention for Section 501(c)(3) Organizations (2006).

However, the following example demonstrates the IRS’s requirement that such activities not 
favor any particular candidate:

C is a section 501(c)(3) organization that educates the public on environmental 
issues.  Candidate G is running for the state legislature and an important element 
of her platform is challenging the environmental policies of the incumbent.  
Shortly before the election, C sets up a telephone bank to call registered voters in 
the district in which Candidate G is seeking election.  In the phone conversations, 
C’s representative tells the voter about the importance of environmental issues 
and asks questions about the voter’s views on these issues.  If the voter appears to 
agree with the incumbent’s position, C’s representative thanks the voter and ends 
the call.  If the voter appears to agree with Candidate G’s position, C’s 
representative reminds the voter about the upcoming election, stresses the 
importance of voting in the election and offers to provide transportation to the 
polls.  C is engaged in political campaign intervention when it conducts this get-
out-the-vote drive.
Id. 

Voter Education
The IRS rules for voter education activities are very detailed and strict, and 501(c)(3) 
organizations must be careful not to show any bias for or against any party or candidate.
However, they are allowed to distribute accurate, fair, balanced and educational information, if 
they give the same kind and amount of information about all of the candidates for any given 
office. In addition, they may hold public forums and invite candidates to speak, either as 
candidates or in their individual capacity. Any such appearance, however, must be fair and 
nonpartisan. 

When a 501(c)(3) organization invites a candidate to speak as a candidate, the organization must 
ensure that:

(1) “It provides an equal opportunity to political candidates seeking the same office;
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(2) It does not indicate any support for or opposition to the candidate (this should be stated 
explicitly when the candidate is introduced and in communications concerning the 
candidate’s attendance); and

(3) No political fundraising occurs.”
IRS, Fact Sheet 2006-17. 

In ensuring an equal opportunity to participate, an organization should make sure that if it invites 
candidates to different forums, the forums or events are similar in attendance, importance, venue, 
manner of presentation, time, and other factors. For example, if one candidate speaks at the 
organization’s annual, well-attended gala, and the other candidate speaks at a sparsely-attended, 
last-minute meeting, that will constitute prohibited political campaign activity. IRS, Fact Sheet 
2006-17.

If several candidates speak at the same public forum, the organization must ensure no bias is 
shown. In doing so, the IRS encourages organizations to consider the following factors:

(1) “Whether questions for the candidate are prepared and presented by an independent 
nonpartisan panel;

(2) Whether the topics discussed by the candidates cover a broad range of issues that the 
candidates would address if elected to the office sought and are of interest to the public;

(3) Whether each candidate is given an equal opportunity to present his or her view on the 
issues discussed;

(4) Whether the candidates are asked to agree or disagree with positions, agendas, platforms 
or statements of the organization: and

(5) Whether a moderator comments on the questions or otherwise implies approval or 
disapproval of the candidates.”

IRS, Fact Sheet 2006-17.

A 501(c)(3) organization may also invite a candidate to speak or participate in his or her 
individual capacity (not as a candidate) without violating political campaign activity rules if the 
organization ensures the following: 

(1) “The individual is chosen to speak solely for reasons other than candidacy for public 
office;

(2) The individual speaks only in a non-candidate capacity;
(3) Neither the individual nor any representative of the organization makes any mention of 

his or her candidacy or the election;
(4) No campaign activity occurs in connection with the candidate’s attendance; and
(5) The organization maintains a nonpartisan atmosphere on the premises or at the event 

where the candidate is present.”
IRS, Fact Sheet 2006-17. 

The organization must also clearly state in what capacity the candidate is appearing and should 
be careful to avoid any mention of the individual’s candidacy or the election in any publicity 
materials. Id.

Combination of Activities
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Note that, even if an organization’s individual activities do not constitute prohibited political 
campaign activity, if all of the organization’s activities, when looked at as a whole, create a bias 
for one candidate, the combination of activities will result in a violation of the political activities 
prohibition.

II. IRS RULES FOR LOBBYING AND POLITICAL ACTIVITIES BY 501(c)(4) 
ORGANIZATIONS

Organizations with 501(c)(4) tax-exempt status may engage in unlimited lobbying, as long as the 
lobbying activity is related to the organization’s tax-exempt purpose. See Rev. Rul. 61-177, 
1961-1 C.B. 117 (allowing unlimited lobbying for (c)(6) organizations); see also Rev. Rul. 61-
177 (applying the rule in Rev. Rul. 61-177 to 501(c)(4) and (c)(5) organizations as well). In 
addition, 501(c)(4) organizations may engage in political campaign activities, either promoting 
or opposing candidates for public office, as long as that activity does not constitute the 
organization’s primary activity. Note that participating or intervening in political campaigns does 
not fall within the definition of “promotion of social welfare” in the regulations under I.R.C. § 
501(c)(4). Reg. 1.501(c)(4)-1(a)(2)(ii). 

Generally, a 501(c)(4) organization may also make expenditures for political campaign activities, 
provided that doing so does not constitute its primary activity. See, e.g., Rev. Rul. 81-95, 1981-1 
C.B. 332.

Elections Division Registration and Disclosure
ORS § 260.005(18) defines a “political committee” as “two or more individuals, or a person 
other than an individual, that has: (a) received a contribution for the purpose of supporting or 
opposing a candidate, measure, or political party; or (b) made an expenditure for the purpose of 
supporting or opposing a candidate, measure, or political party.” A political committee must file 
a statement of organization with the Elections Division within three business days after receiving 
any contribution or making any expenditure. O.R.S. § 260.035(1).  Any change in information 
required in the statement of organization must be indicated in an amended certification and filed 
with the Elections Division within ten days after the change in information. O.R.S. § 260.035(4).
Generally, political committees must account for and disclose to the Elections Division all 
contributions accepted and expenditures made on a monthly basis. O.R.S. § 260.057(1),O.R.S. § 
260.057(2).  However, ORS chapter 260 contains many other disclosures that may be required.

III.COMPLEX ORGANIZATIONS / LINKED CORPORATIONS – CONNECTING 
501(C)(3)S TO 501(C)(4)S AND 527 PACS TO ACCOMPLISH AMBITIOUS 

POLITICAL AGENDAS

A. COMMON PURPOSES FOR CREATING LINKED 501(C)(3) AND 501(C)(4) 
ORGANIZATIONS.

The motivation for creating linked organizations is generally to allow a tax-exempt organization to 
conduct certain activities through a subsidiary organization which it could not conduct on its own 
without endangering its tax-exempt status.   501(c)(3) and 501(c)(4) organizations are commonly 
linked to allow more flexibility in lobbying and political campaign activities. 
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Lobbying  
The courts have recognized that a 501(c)(3) organization's constitutional right to speech includes the 
right to establish an affiliated Section 501(c)(4) organization to protect the parent from the 
consequences of excessive lobbying.  The 501(c)(3) organization cannot subsidize the 501(c)(4) 
subsidiary.  The IRS requires only that the two organizations be incorporated and operated 
separately as distinct organizations, and that adequate records be kept to demonstrate that lobbying 
is not being done with money from tax-deductible contributions.  

Political Campaign Activities  
The IRS has stated in its own training materials that: "[a] number of I.R.C. 501(c)(3) organizations 
have created I.R.C. 501(c)(4) organizations that conduct political campaign activities, usually 
through a PAC (an I.R.C. 527(f) separate segregated fund).  So long as the organizations are kept 
separate (with appropriate record keeping and fair market reimbursement for facilities and services), 
the activities of the I.R.C. 501(c)(4) organization or of the PAC will not jeopardize the I.R.C. 
501(c)(3) organization's exempt status.  However, the political campaign activities of the affiliated 
I.R.C. 501(c)(4) organization, or of the PAC it establishes, should not be an attempt to accomplish 
indirectly what the I.R.C. 501(c)(3) organization could not do directly.  Fact and circumstances 
prevail here also."  

As discussed above, the main issue tested is the level of operational control exercised or held by the 
501(c)(3) organization.  If the organizations cooperate but the 501(c)(3) organization does not 
control the others, then the IRS and the Courts will probably respect the separate corporate identities 
of the different entities.

B. ISSUES OF SEPARATE IDENTITY AND CONTROL BETWEEN LINKED 
ORGANIZATIONS

Affiliation versus Attribution
The IRS and the courts have consistently upheld the separate entity principle for properly and 
separately incorporated tax-exempt subsidiary organizations.  Many forms of linkage and control 
between parent and subsidiary organizations do lead to a conclusion that the organizations are 
affiliated, but that alone will not support attribution of the activities of one organization to the other.

Elements Leading to Attribution
(1) Operational Control of one Organization by the Other:  The most significant element leading 

to the attribution of the actions of one organization to the other, is substantial evidence that 
parent organization exerts control over the decisions and operations of the subsidiary 
organization.

(2) Overlapping Boards of Directors:  The IRS has repeatedly held that overlapping Boards of 
Directors is an indication of affiliation, but by itself will not cause the actions of the 
subsidiary to be attributed to the parent organization.  If the shared directors of two 
organizations constitute less than a majority of the subsidiary organization's board, this will 
not support attribution.  Even where all of the members of the parent board are also on the 
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subsidiary's board, it takes substantial evidence of actual operational control to justify 
attributing the actions of the subsidiary to the parent organization.  

(3) Shared Officers:  Because Officers are more involved in the daily operations and decisions 
of a corporation, sharing Officers is treated as a more significant indication of control by the 
parent organization over operations of the subsidiary, and thus more likely to lead to 
attribution.

(4) Shared Employees, Facilities and Services:  Sharing employees, facilities or services will 
not significantly increase the possibility that the actions of the subsidiary organization will 
be attributed to the parent,  so long as the necessary records are kept and each organization 
pays its own share of the expenses, using fair market prices.  

(5) Financial and Decision-Making Control:  Maintaining control over a small number of the 
subsidiary’s most significant financial decisions will not in itself lead to attribution.

C. RULES FOR LOBBYING BY LINKED ORGANIZATIONS

Under the "No Substantial Part" rules, the expenditures and activities of each organization are 
viewed as separate unless substantial evidence of operational control supports attribution. 

Special Rules for 501(h) Organizations:  The IRS treats all of the expenditures for affiliated 
organizations which have elected for coverage under the 501(h) rules, as one aggregated 
expenditure, which must comply with the limits set in Section 501(h).  There are very specific and 
clear rules for determining when organizations are affiliated for the purpose of calculating allowable 
expenditures under the Section 501(h) rules.

IV. OREGON LOBBYING REGISTRATION AND REQUIREMENTS

A. DEFINITIONS OF LOBBYING AND LOBBYIST UNDER OREGON LAW
“Lobbying” means influencing, or attempting to influence, legislative action through oral or 
written communication with legislative officials, solicitation of executive officials or other 
persons to influence or attempt to influence legislative action or attempting to obtain the 
goodwill of legislative officials. O.R.S. § 171.725(8).

“Legislative action” means introduction, sponsorship, testimony, debate, voting or any other 
official action on any measure, resolution, amendment, nomination, appointment, or report, or 
any matter that may be the subject of action by either house of the Legislative Assembly, or any 
committee of the Legislative Assembly, or the approval or veto thereof by the Governor. O.R.S. 
§ 171.725(6).

“Legislative official” means any member or member-elect of the Legislative Assembly, any 
member of an agency, board or committee that is part of the legislative branch, and any staff 
person, assistant or employee thereof. O.R.S. § 171.725(7).

“Lobbyist” means:
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(a) Any individual who agrees to provide personal services for money or any other consideration 
for the purpose of lobbying.
     
(b) Any person not otherwise subject to paragraph (a) of this subsection who provides personal 
services as a representative of a corporation, association, organization or other group, for the 
purpose of lobbying.
      
(c) Any public official who lobbies. O.R.S. § 171.725(9)

B. LOBBYIST REGISTRATION REQUIREMENTS

A person does not have to register as a lobbyist if they do not receive compensation or 
reimbursement of expenses for lobbying, limits lobbying activities solely to formal appearances 
to give testimony before public sessions of committees of the Legislative Assembly, or public 
hearings of state agencies, and who, when testifying, registers an appearance in the records of the 
committees or agencies. O.R.S. § 171.435(3).

Any person meeting the definition of “Lobbyist” must register with the Oregon Government 
Ethics Commission when:

(1) They agree to provide personal services for money or any other consideration for the 
purpose of lobbying;

(2) Spend more than an aggregate amount of twenty-four (24) hours during any calendar 
quarter lobbying; or

(3) Spend an aggregate amount in excess of one hundred dollars ($100) lobbying during any 
calendar quarter. 

(ORS § 171.735(4) requires all three of the elements above to be exempted from registration, 
therefore if any single element is present the person must register as a lobbyist.)

A person required to register as a lobbyist must do so within three (3) business days after 
satisfying any of the elements listed above. O.R.S. § 171.740(1).  Additionally, a person who is 
required to register as a lobbyist, must file separate registrations for each employer of the 
lobbyist whose interests the lobbyist will represent. O.R.S. § 171.740(3).  Lastly, within ten (10) 
days after the lobbyist files a registration, the designation of official authorization to lobby shall 
be signed by each of the lobbyist’s employers whose interests the lobbyist will represent. O.R.S. 
§ 171.740(2). There are no fees to register as a lobbyist. O.R.S. § 171.772(4).

A lobbyist must notify the Oregon Government Ethics Commission within three (3) business 
days if the lobbyist ceases to represent a person for whom the lobbyist is registered by updating 
the appropriate registration. O.R.S. § 171.740(4)(b).  A lobbyist must also revise the registration 
within thirty (30) days of any other change in information. O.R.S. § 171.740(a).

C. QUARTERLY EXPENDITURE REPORT
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All registered lobbyists must file the Lobbyist Quarterly Expenditure Report with the 
Commission each quarter (January 15, April 15, July 15, and October 15) even if there are no 
expenditures for the reporting period. O.R.S. § 171.745; O.R.S. § 171.752.  Additionally, any 
employer of the lobbyist for whose interest the lobbyist represents must also file a quarterly 
lobbying expenditure report even if there are no expenditures for the reporting period. (Note: 
employers do not register, the commission will get the employer’s information from the lobbyist 
registration). O.R.S. § 171.750; O.R.S. § 171.752; O.R.S. § 171.740.

When being a lobbyist is only a portion of an employee’s duties, the lobbyist’s employer may 
pro rate the portion of the lobbyist’s salary and other expenses attributable to lobbying.  If the 
amount of any expenditure required to be included in a statement is not accurately known at the 
time the statement is required to be filed, an estimate of the expenditure shall be submitted in the 
statement and designated as an estimate. O.R.S. § 171.745(3).  However, the exact amount 
expended for which a previous estimate was made shall be submitted in a subsequent report 
when the information is available. O.R.S. § 171.745(3).

Failure to complete and file the required expenditure reports by the final date for filing may 
result in an automatic civil penalty civil penalty of ten dollars ($10) for each of the first fourteen 
(14) days after the date due, and fifty dollars ($50) for each day thereafter, until the penalty 
accrues to a maximum of five thousand dollars ($5,000). O.R.S. § 171.992. 

D. LOBBYING RESTRICTIONS AND PROHIBITIONS

(1) A lobbyist may not instigate the introduction of any legislative action for the 
purpose of obtaining employment to lobby in opposition to the legislative action. 
O.R.S. § 171.756(1).

(2) A lobbyist may not attempt to influence the vote of any member of the 
Legislative Assembly by the promise of financial support of the candidacy of the 
member, or by threat of financing opposition to the candidacy of the member, at 
any future election. O.R.S. § 171.756(2).

(3) A person may not lobby or offer to lobby for consideration any part of which is 
contingent upon the success of any lobbying activity. O.R.S. § 171.756(3).

(4) A legislative or executive official may not receive consideration other than from 
the State of Oregon for acting as a lobbyist in Oregon. O.R.S. § 171.756(4). 

(5) No person may submit any registration forms, lobbying expenditure reports, or 
other documents to the Oregon Government Ethics Commission containing 
information the person does not believe to be true and correct. O.R.S. § 
171.762(2).

(6) No lobbyist or public official may make any false statements or 
misrepresentations to any legislative or executive official. O.R.S. § 171.764(1).

(7) No lobbyist or public official may cause a copy of a document which the person 
knows contains a false statement to be received by a legislative or executive 
official without notifying such official in writing of the truth or inaccuracy of the 
known false statement. O.R.S. § 171.764(1). 

(8) Any person who violates any provision of lobbying regulation shall be subject to 
a civil penalty of not more than five thousand dollars ($5,000) for each violation.
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