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CPE Reminders

• To receive continuing education credit, you must 

answer three of the polling questions

• CPE is not provided to group participation

• Please complete the evaluation at the end of the 

program

• Your CPE Certificate will be emailed to you
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2017 Tax Reform

• Short Title - The Tax Cuts and 
Jobs Act of 2017

– Became Public Law No: 115-97 
on December 22, 2017

– Amends the Internal Revenue 
Code of 1986

– Law passed via the budget 
reconciliation process permitting 
passage by a simple majority vote

– The Byrd Rule

• Due to the Byrd Rule the law may 
only reduce revenue by less than 
$1.5 trillion over the next 10 years 
(practical effect is many provisions 
of new Act sunset prior to 10 year 
window)
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Provisions Impacting Exempt Organizations

• Unrelated Business 

Income

• Excise Taxes

• Tax-Exempt Bonds

• Charitable 

Contributions

• Employee Benefits
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Unrelated Business Taxable Income

• Unrelated trade of business taxable income must be 

separately computed

– i.e. deductions of one unrelated 

trade or business cannot offset 

income of another unrelated trade 

or business for the same taxable 

year (“silo-ing”)

• The term “trade or business” 

is not defined
– Application of the new provision to 

alternative investments of 

pass-through entities such as 

partnerships is unclear

• Effective for taxable years beginning after December 

31, 2017
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Net Operating Loss

• New Rules:

– Net operating losses incurred by an unrelated 

trade or business may be used to offset 

income from the same unrelated trade or 

business in another year

– Special transition rule – net operating losses 

arising in a taxable year before January 1, 

2018, that are carried forward are not subject 

to the limitation
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Corporate Provisions

• Several corporate provisions will affect exempt 

organizations 

organized as 

Nonprofit Corporations

– Net Operating Loss

• Limited to 80% of 

taxable income

• Infinite carryforward,

but no carryback 

• Effective for losses on 

tax years beginning 

January 1, 2018

– Flat corporate tax rate of 21%
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Corporate Provisions

– Elimination of corporate 

Alternative Minimum Tax 

(AMT)

– Refund of minimum tax 

credits

– Changes to Bonus 

Depreciation and Section 

179 Deduction Rules

– Like-Kind exchanges 

available only for real estate

8



Unrelated Business Income

• The value of certain fringe benefits provided to 
employees no a tax-free basis will
be treated as unrelated business 
taxable income (UBTI)
– Qualified transportation fringe 

benefits

– Parking

– On-premises health facilities

• Provision attempts to provide 

parity between tax-exempt 

organizations and taxable corporations

• Effective for amounts paid or incurred beginning 
January 1, 2018
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Excise Tax on Investment Income

• New 1.4% excise tax on investment 
income of private colleges and 
universities that meet the following 
criteria:

– 500 tuition paying students 

– Assets of at least $500,000 per 
student (daily avg of full time 
students or equivalent)

– Institution has more than 50% of 
their tuition paying students in the US

• The assets of all related 
organizations are treated as assets 
of the institution.

• Assets utilized to directly carry on 
educational purposes are excluded

• Effective for tax years beginning 
after January 1, 2018
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Excise Tax on Executive Compensation

• New 21% excise tax on 
compensation in excess of $1 
million paid to the five highest 
paid employees for the tax year

– Applies to “covered employees”

– Compensation treated as paid 
when rights to remuneration are 
no longer subject to substantial 
risk of forfeiture

– Exempts parachute payment 
compensation paid to non-covered 
employees

• Special Rules apply to 
remuneration paid to licensed 
medical professionals and 
qualified medical professionals.
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Tax Exempt Bonds

• Repeal of the exclusion from gross income of 
interest on a bond issued to advance refund 
another bond
– Advance refunding bonds are issued more than 90 

days before the redemption of the old bond

• Private activity bonds rules remain the same

• Rules addressing professional sports stadium 
construction were not changed
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Charitable Contributions

• AGI Limitation on charitable contributions 
increased to 60%

• 80% deduction for charitable contributions made 
for university athletic seating rights was repealed

• Exception to the contemporaneous written 
acknowledgement requirement for contributions 
of $250 or more was repealed (exception 
permitted reliance upon an organization’s Form 
990 as an acknowledgement)

• Uncertain whether charitable giving will decrease 
due to the changes to individual taxes (i.e., 
increase in standard deduction)
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Employee Benefits

• The exclusion from gross income 
for qualified moving expense 
reimbursements and the moving 
expense deduction have been 
suspended for tax years beginning 
after January 1, 2018 and before 
January 1, 2026

• Employees are no longer able to 
exclude from gross income the 
value of employee achievement 
awards (regardless if the gift is 
given as cash, cash equivalents, 
gift cards, vacations, meals, 
lodging, event tickets, stocks, 
bonds, or other securities)
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Other Provisions

• Elementary and secondary school 
expenses (up to $10,000 per year) qualify 
toward qualified tuition programs.  The 
provision applies to contributions made 
after Dec. 31, 2017

• Discharge of student debt is not taxable if 
the discharge is due to the student’s 
death or disability.  The provision applies 
for tax years 2018 through 2025.
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Not Included in the Final Act

• Private foundation excise tax reduction on 
investment income

• Private foundation excise tax on failure to 
distribute income

• Exception from excess business holdings 
tax for independently-operated 
philanthropic business holdings

• 501(c)(3) organizations permitted to make 
statements related to political activities 
(“The Johnson Amendment”)

• Additional reporting requirements for 
donor advised funds

• Licensing of an organization’s name or 
logo considered UBTI

• Elimination of research exemption from 
UBTI unless results freely available to the 
public.
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Not Included in the Final Act
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• The following provisions related 
to education were not repealed:

– Deduction of interest on student 
loans

– Deduction for qualified tuition and 
related expenses

– Exclusion for qualified tuition 
reduction programs

– Employer provided education 
assistance

• Employer provided housing 
exclusion

• American Opportunity Tax Credit



Going Forward
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Going Forward

• Diligently track and document expenses 

incurred with unrelated business taxable 

income (UBTI)

• Consider the impact of the tax reform 

changes on the deferred tax provision

• Review and revise budgets to account for 

tax changes made to employee benefits
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