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Uncertainty remains around $1 million lobbying limit; 501(c)(3) associations that
received loan in 2020 can apply for a second loan

Hamlin

Jan. 22, 2021
By Kathryn Walson

After advocating for access to the Paycheck Protection Program for nearly nine months, 501(c)(6)
associations that meet certain criteria are now eligible for PPP loans.

Deborah Hamlin, CEO of the Irrigation Association, said a forgivable PPP loan would make a “significant
difference” for the 501(c)(6) group. (Tax-exempt groups organized under section 501(c)(6) of the tax code
include trade associations and chambers of commerce.) Lost revenue in 2020 led Hamlin to lay off six of
24 full-time employees and reduce salaries. The association is currently moving to a smaller office space.
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Hamlin said the association will apply as soon as the bank’s portal opens. She plans to use the funds to
raise staff salaries to previous levels and hire “new people to fit our new needs” in marketing and
technology. She is considering outsourcing the management of in-person events. The association
reported $5.3 million in tax year ending June 30, 2019, but revenue has dropped at least 30% due mainly
to the loss of their annual trade show, Hamlin said.

“We are seriously looking at reducing our reliance on our (in-person) trade show for income moving
forward, and so we need different skills,” she said.

Other 501(c)(6) groups that said they plan to apply for PPP loans include the National Association of
Personal Financial Advisors, American Gear Manufactures Association and Association Forum.

As part of the stimulus bill passed in December, Congress authorized $284.5 billion for PPP lending and
gave access to 501(c)(6) groups. Associations have until March 31 to apply through Small Business
Administration-approved lenders. Previous bills allocated up to $659 billion for PPP loans but excluded
501(c)(6) organizations.

Some uncertainty remains over how the SBA will interpret eligibility. The legislation states that lobbying
activities cannot comprise more than 15% of total activities, “receipts” from lobbying cannot exceed more
than 15% of all receipts, and total lobbying expenses may not exceed $1 million for the tax year that
ended by Feb. 15, 2020.

Jeffrey Tenenbaum, managing partner at Tenenbaum Law Group, said he expects the SBA to require the
use of lobbying figures that associations report on IRS form 990s to determine eligibility. The vast
majority of associations spend less than $1 million annually on lobbying, he said. The 15% limit on
receipts is “hopefully a non-issue” because most associations fund lobbying from their general revenue,
such as membership dues, and not from special lobbying assessments, Tenenbaum said.

In the absence of SBA guidance, ASAE is advising groups to explain in their applications how they
calculated lobbying costs, using either the number on the IRS Form 990 or the number they report to
Congress under the Lobbying Disclosure Act, said Christ Vest, ASAE’s vice president of corporate
communications and public relations.

First-time applicants can receive up to $10 million or 2.5 times their average monthly payroll costs—
whichever amount is smaller.

Some 501(c)(3) associations that received a PPP loan in 2020 may be eligible for a second loan if they
can show at least a 25% revenue drop from one quarter in 2019 to the same quarter in 2020.

This story was updated Jan. 27 to add that lobbying activities cannot comprise more than 15% of total
activities and to clarify that the 15% limit on receipts is “hopefully a non-issue,” according to Tenenbaum.
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