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Where we Are Today in the Process

• Both Houses of Congress have passed the Tax 
Cuts and Jobs Act (TCJA)

• Both versions are very different
• Reconciliation of the two bills has begun, plan is 

to have a joint bill be Christmas
• Senate can only pass bill if less than 1.5 trillion is 

added to national debt of 10 year period
• To be signed and in effect by 1/1/18
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Concerning Trends in Tax Reform for Exempt Organizations

• Lower rates across the board, particularly 
corporate rates
– What is the affect on charitable giving?

• Supersizing of Standard Deduction
– Currently about 1/3 of taxpayers itemize
– After tax reform less than 10% are expected to itemize
– What is the affect on charitable giving?

• Changes to the Estate Tax
– If eliminate how does it impact lifetime giving 

programs?
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Concerning Trends in Tax Reform for Exempt Organizations 
(Continued)

• Both houses of congress looking to Exempt Orgs 
as revenue raisers

• Endowment tax for higher education is troubling, 
first attempt to tax investment income

• Parity with for profit organization in a concerning 
topic

• Unrelated Business changes all negative
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The Good

• Charitable contribution still alive
• Increase in charitable contribution limit from 50% 

to 60% for contributions to public charities
• Increase in standard mileage rate for charitable 

activities (house bill)
• Elimination of overall limitation on itemized 

deductions
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Elimination of Exemption for Professional Sports Leagues

• House
– Not addressed

• Senate
– Plans to eliminate language that provides exemptions 

for professional sports leagues. This language would 
exclude sport leagues from the definition of a business 
league under §501(c)(6).
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Unrelated Business Taxable Income

• House
– The bill would increase unrelated business taxable 

income by the amount of certain fringe benefit 
expenses for which a deduction is disallowed, effective 
for amounts paid or incurred after 2017 (transportation 
and parking expenses)

– NOL may only offset 90% of current year income
– NOL may not be carried back

8



Unrelated Business Taxable Income (cont.)

• Senate
The plan would require:
– Organizations that carry more than one unrelated trade 

or business must separately calculate unrelated 
business taxable income for each trade or business. 
Effectively prohibiting the use of deductions from 
separate trade or business’. 

– NOL may only offset 90% of current year income

– NOL may not be carried back
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Modifications to Intermediate Sanctions Excise Tax on Excess 
Benefit Transactions

• House
– Not addressed

• Senate
The plan would:
– Impose excise tax on NFP organizations involved in 

excess benefit transactions equal to 10% of the excess 
benefit unless minimum due diligence standards are 
met
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Modifications to Intermediate Sanctions Excise Tax on Excess 
Benefit Transactions (cont.)

• Senate (cont.)
– Add investment advisors and athletic coaches to the 

definition of “disqualified persons” for the purpose of 
excess benefit transactions

– Eliminate the rebuttable presumption of 
reasonableness for compensation

– Extend intermediate sanctions to organizations 
described in:
• §501(c)(5) – (labor and certain other organizations)
• §501(c)(6) – (business leagues and certain other 

organizations)
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Excise Tax on Tax Exempt Organizations Executive 
Compensation

• House
– The bill would impose a 20% excise tax on 

compensation in excess of $1 million paid to applicable 
tax-exempt organization’s 5 highest paid employees

– 20% excise tax would be applied to any parachute 
payment exceeding the portion of the base amount
• This will apply to all employees regardless of coverage

• Senate
– Agrees with House of Representatives
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Private Foundation Excise Tax on Investment Income

• House
– The bill would simplify the private foundation excise tax 

on investment income reducing the tax rate from 2% to 
1.4%

• Senate
– Not addressed
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Excise Tax on Investment Income of Private Colleges and 
Universities

• House
– The bill would impose a 1.4% excise tax on certain 

private colleges and universities. The provision would 
only apply to:
• Private institutions that have more than 500 students and 

assets of at least $250,000 per full time student

– The assets and net investment would be treated as the 
assets of the private college or university

• Senate
– Agrees with House of Representatives, except the 

assets must be at lease $500,000 per full time student

14



Bond Reform – Credit Changes

• House
– Termination of private activity bonds
– Repeal of advance refunding bonds
– Terminate the New Markets tax credit
– Repeal rehabilitation credit

• Senate
– Repeal of advance refunding
– Reduction to rehabilitation credit
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501(c)(3) Organizations Permitted to Make Statements 
Relating to Political Campaign in Ordinary Course of Activities

• House
– This bill would provide that 501(c)(3) organizations 

could make political statements in the ordinary course 
of activities in carrying out exempt purposes if the 
incremental expenses incurred are de minimis

• Senate
– Not addressed
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Additional Reporting Requirements for Donor Advised Fund 
Sponsoring Organizations

• House
– The bill would require donor advised funds to annually 

disclose:
• (i) the average amount of grants made from their donor 

advised funds
• (ii) the policies on inactive donor advised funds for frequency 

and minimum level of distributions

• Senate
– Not addressed
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What Can an Organization do to Prepare

• Solicit Year End Contributions
– For 2017 emphasize extra tax benefits
– After tax reform emphasize need and purpose

• Keep in touch with Life-Time giving prospects

• Follow tax reform on our blog
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Why is Substantiation Important?

• A recipient organization is not penalized for a failure 
to acknowledge a contribution

• However, a donor may not claim a tax deduction for 
any single contribution of $250 or more unless the 
donor obtains a contemporaneous, written 
acknowledgement of the contribution from the 
recipient organization.
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What is a Contemporaneous, Written Acknowledgement?!
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• A written statement containing:
1. The name of the recipient organization
2. The name of the donor (harder than you think!)
3. The amount of cash contributed or a description (but not the value) 

of non-cash contributions
4. A statement that “no goods or services were provided by the 

organization in return for the contribution” (assuming that’s true)
5. If goods and services were provided, a description of what was 

provided and a good faith estimate of the value of such goods or 
service.

• A separate acknowledgement may be provided for each 
single contribution of $250 or more or a single, annual 
acknowledgement that substantiates all contributions of 
$250 or more
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• The IRS does not provide a form 
or sample acknowledgement 
forms and are crafted by each 
charitable organization based on 
the above requirements

• Acknowledgements can be either 
electronic (such as an e-mail) or 
paper (formal letters, postcards, 
computer generated forms, etc.)

What is a Contemporaneous, Written Acknowledgement?!

A contemporaneously, 
written 

acknowledgement



How to make a written acknowledgement contemporaneous

• Best practice is to
send a written 
acknowledgement 
no later than
January 31 of the 
calendar year following the donation. (e.g. any donation  
received in 2016 should be acknowledged by January 2017)

• In order for the donor to claim a deduction the donor must 
receive their acknowledgement by the earlier of either:
– The date on which the donor files her personal federal income tax 

return for the year of the contribution, or
– The due date (including extensions) of the return
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Questions?

Eugene J. Logan
elogan@schneiderdowns.com

Direct: (412)697-5684

Robin S. Murphy
rmurphy@schneiderdowns.com

Direct: (614)586-7217
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