
_________________________________________ 

37110 N 11th Ave., Phoenix, AZ      Phone: 408-568-0649     E-mail: info@cmanational.org 

November 14, 2019 

 

Federal Court Dismisses Challenge to Church Form 990 Exemption 
 

A District of Columbia federal district court has ordered the dismissal of a legal challenge to the 

longstanding church exemption to the filing of IRS Form 990: Return of Organization Exempt 

from Income Tax filing, an informational return most nonprofits are required to file annually. 

 

Background 

Under Code Sec. 6033(a)(1), most organizations that receive tax-exempt status under Code Sec. 

501(a) must prepare an annual Form 990. The form is intended to give the government and the 

public a picture of the organization’s activities each year. The form collects information about 

the mission, programs, and finances of tax-exempt organizations. It also gives the nonprofit an 

opportunity to report what it accomplished the prior year, thus making a case for keeping its tax-

exempt status.  Recent revisions to the Form also mean nonprofits must now disclosure potential 

conflicts of interest, compensation paid to board members and staff, and other details having to 

do with financial accountability and avoidance the of fraud. Under Code Sec. 6033(a)(3), certain 

organizations, including churches, receive an exemption from the reporting requirements. 

 

Facts 

The Freedom from Religion Foundation (FFRF) and Triangle brought the suit to the court back 

in October of 20181. They are nonprofit organizations that comply with Code Sec. 6033(a)(1) 

each year. Their contention was that the exemption to the reporting requirements in Code Sec. 

6033(a)(3) violated the establishment clause and the equal protection clause of the constitution. 

Accordingly, they were seeking an order enjoining the IRS from continuing to exempt churches 

and other affiliated religious organizations from the annual information filings required of all 

other non-profit organizations under Code Sec. 501(c)(3). 

 

Initially, the IRS sought to have this suit dismissed on the ground that the plaintiffs lacked 

standing. The court however did not do so, relying on a decision made in another case in which 

Freedom from Religion Foundation was challenging the ministerial housing allowance provision. 

In that case, the district court held that the plaintiff had standing and that the Code Sec. 107(2) of 

the parsonage allowance was unconstitutional.  (The court later ruled in favor of retaining the 

housing allowance exemption). 

 

In this case however, the plaintiffs were not challenging the validity of the law. They were 

challenging the validity of the exemption to the filing requirement.  Additionally, not wanting to 

subject their organizations to the automatic fines for each day the report is not filed (Code Sec. 

6652(c)(1)(A)) or the possible loss of  their tax-exempt status if the reports were not filed for 

 
1 Friday, October 12, 2018- Suit Challenges IRS Church Exemption From Filing Form 990  
A lawsuit was filed yesterday in D.C. federal district court challenging the exemption for churches from filing annual Form 990 with the 
Internal Revenue Service.  The exemption is set out in Internal Revenue Code Sec. 6033(a)(3). The complaint in Nonbelief Relief, Inc. v. 
Kauter, (D DC, filed 10/11/2018), contends that: The information return exemption given to churches and other religious organizations 
constitutes discrimination on the basis of religion in violation of the Establishment Clause.  The suit was filed by a nonprofit organization 
set up by the Executive Board of the Freedom From Religion Foundation for nonbelievers to use to channel contributions for relieving 
human suffering and injustice on a global scale, whether from natural disasters, human actions or adherence to religious dogma. The 
organization's non-profit status was suspended for its failure to file Form 990 for 3 years. FFRF issued a press release announcing the 
filing of the lawsuit. 

 

 

https://www.thebalancesmb.com/how-board-members-can-avoid-conflicts-of-interest-2502289
https://www.thebalancesmb.com/how-board-members-can-avoid-conflicts-of-interest-2502289
https://www.law.cornell.edu/uscode/text/26/6033
https://ffrf.org/news/news-releases/item/33267-ffrf-files-irs-challenge-in-d-c-court-on-behalf-of-nonbelief-relief
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three consecutive years (Code Sec. 6033(j)), the plaintiffs continued to file their annual Form 

990’s. 

Consequently, the court dismissed the case for lack of standing.  In dismissing the case, the 

district court noted that the first question in every case brought in federal court is whether the 

court has jurisdiction, which includes the issue of standing. To obtain standing, a plaintiff must 

show that it suffered an actual injury that is fairly traceable to the defendant’s conduct and that 

the injury is capable of being redressed by a favorable decision from the court.  In this case, 

FFRF and Triangle could not show that they had suffered any injury, so the case was dismissed. 

Likely this is not the end in the matter. The issue has been a part of the larger discussion in 

Washington on the special exemptions and tax benefits afforded nonprofits for years.  At some 

point I think we can expect to see a new challenge come forward from a nonprofit that is willing 

to risk the fines and potential loss of exemption in order to test the exemption. Should that occur 

it will be interesting to see how the case proceeds and how the court decides on the matter.  Stay 

tuned for more on this issue. 

 
 
 


