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April, 2014 
 

 

Tax Reform Plans Continuing to be Discussed in Washington 

 

Plans were recently unveiled by the House of Representatives to reform the federal tax code.  

While the primary goal(s) of the proposed legislation appears to be one of lowering tax rates 

and making the overall tax code simpler and fairer for families and businesses, there are a 

number of items in the proposed legislation that could reduce incentives for charitable giving, 

things that would significantly impact churches and charities in general. 

 

Here are a few of the proposals included in the draft legislation which could have significant 

consequences for religious and charitable organizations and their supporters: 

 

1. Charitable giving incentives.  A proposed 2% floor on charitable contributions is under 

consideration, meaning that only gifts to charity above 2% of an individual’s adjusted 

gross income (AGI) could be deductible.  Representing a significant change, when 

coupled with a proposed increase in the standard deduction and cuts to other itemized 

deductions, such as the mortgage interest tax deduction, it is estimated that the number of 

taxpayers who would ultimately be better off tax wise itemizing deductions could drop to 

5% of overall tax filers. and therefore be afforded the deduction as an incentive to give to 

charity. 

 

On the other hand, the Camp plan may encourage charitable giving for some individuals by 

extending the deadline to deduct contributions to charity from the existing year-end deadline 

to tax return due dates (adding four and a half months for most donors to make deductible 

contributions in a given tax year). 

 

 Non-cash contributions generally limited to adjusted basis.  The Camp plan would 

generally limit the value of non-cash gifts to adjusted basis rather than fair market 

value – dealing another devastating blow to incentives for charitable giving. Under 

existing rules, taxpayers are often encouraged to donate non-cash gifts like real estate 

and closely held business interests that have appreciated over time because they can 

deduct these gifts at their present fair market value. 

 

 New excise taxes and scrapping the rebuttable presumption.  In addition to a new 

25% excise tax on organizations with leaders compensated over $1 million, the Camp 

plan calls for a 10% excise tax on charities if they engage in excess benefit 

transactions and would eliminate the rebuttable presumption of reasonableness – a safe 

harbor that many organizations have come to rely upon in determining executive 
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compensation and avoiding excise tax penalties under Section 4958. The draft 

legislation would convert the rebuttable presumption of reasonableness into 

“minimum standards of due diligence” that all charities would be required to follow. 

 

In commenting on a similar proposal to eliminate the rebuttable presumption, the 

Commission on Accountability and Policy for Religious Organizations formed by 

ECFA observed: “We believe this change would have the undesired effect of 

significantly reducing the population of competent, independent, volunteer board 

members willing to serve nonprofit organizations. With fewer high-caliber independent 

individuals willing to volunteer their services as board members, nonprofit 

organizations would likely be forced to look within their own ranks and relationships 

for people willing to serve – resulting in more non-independent board members.” 

 

 Revised unrelated business income tax (UBIT) rules.  Based on input gathered 

from recent congressional hearings and IRS compliance initiatives, the Camp plan 

includes reforms to the UBIT rules to curb the growth of exempt organizations 

engaging in for-profit endeavors by tightening the rules for qualified sponsorship 

payments, loss-generating activities, and the sale and licensing of organization 

names and logos. The deduction allowed for UBIT, however, would increase from 

$1,000 to $10,000 per year. 

 

 Electronic filing and penalties for failure to file information returns.  All tax-

exempt organizations required to file Form 990-series information returns would 

be required to do so electronically, and penalties would be doubled for 

organizations that fail to timely comply with applicable filing requirements. 

 

In addition, some of the other highlights from the Camp plan impacting churches and 

nonprofits include the following: (1) a five-year window for donor-advised funds to distribute 

contributions (or face excise tax penalties on undistributed funds); (2) new excise taxes on the 

net investment income of private colleges and universities with significant assets; (3) revised 

limits to employer contributions to 403(b) plans to match the levels imposed on 401(k) plans; 

(4) repeal of the small-employer health care tax credit; (5) reduction in the types of supporting 

organizations for public charities; (6) repeal of the adoption tax credit for non-special needs 

adoptions; and (7) elimination of the mortgage interest deduction for ministers to the extent 

they receive an exclusion from income tax for a housing allowance under Section 107. 

 

As discussions and negotiations on tax reform have been taking place, ECFA has been an 

active participant in the Faith and Giving Coalition and Charitable Giving Coalition, urging 

members of Congress to preserve and expand existing charitable giving incentives (see 

Protect Giving Day and Thirty-Three Senators Voice Support for Charitable Deduction for 

prior coverage by ECFA). 

http://religiouspolicycommission.org/
http://www.ecfa.org/Content/ECFA-Participates-in-Protect-Giving-Day
http://www.ecfa.org/Content/Thirty-Three-Senators-Voice-Support-for-Charitable-Deduction
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ECFA is carefully studying these latest tax reform proposals and will engage Chairman Camp 

and other leaders on Capitol Hill regarding their impact on the more than 1,800 Christ-

centered ministries accredited by ECFA as well as the broader religious and nonprofit 

community. 

 

Stay tuned for future developments on the “In the News” page at ECFA.org. 

 

But against the backdrop of a deeply divided Congress and mid-term elections approaching in 

November, the odds that lawmakers will move forward on tax reform this year are slim. 

However, the draft legislation should be taken seriously as it will likely set the stage for future 

discussions on tax reform. 

 
DISCLAIMER 

 

This material is presented with the understanding that the author is providing basic 

information only, and assumes no liability whatsoever in connection with its use.  Tax laws 

are constantly changing, are subject to differing interpretations, and the facts and 

circumstances in any particular situation may not be the same as those presented here.  

Therefore, we urge you to do additional research and make sure that you are fully informed 

and knowledgeable before using the information contained herein. 

 

To ensure compliance with Treasury Regulations (31 CFR Part 10, §10.35), we are required 

to inform you that any tax advice contained in any correspondence or other communication 

from us is not intended or written by us to be used, and cannot be used by you or anyone else, 

for the purpose of avoiding penalties imposed by the Internal Revenue Code. 

http://www.ecfa.org/Content/Tax-Reform-Plan-Unveiled-with-Numerous-Provisions-Impacting-Churches-and-Charities

