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Federal Charitable Deductions Are At Risk of Being Eliminated

With the increased focus on deficit reduction in Washington, emerging threats to the charitable deduction are becoming more pronounced. Among the areas of concern include:

· President’s Deficit Reduction Framework – President Obama has released a 4 point plan to reduce the deficit by $4 trillion over 12 years and once again called for limiting the charitable deduction for high-income earners. The president has tasked Vice President Biden to lead a group of House and Senate leaders in negotiations to establish a legislative framework to reduce the deficit.

· Gang of Six - The Senate bipartisan “Gang of Six” ” is continuing to work on legislation to implement the recommendations from the president’s National Commission on Fiscal Responsibility and Reform. One of the commission’s proposals was to replace the charitable deduction with a 12% credit, available to taxpayers who make charitable donations of at least 2% of their adjusted gross income. Talks are ongoing, but it is unclear when or if draft legislation will be released.

· Senate Budget Resolution – Senate Budget Committee Chairman Kent Conrad (D-ND), also a member of the Gang of Six, is hoping to mark up his fiscal year 2012 budget resolution the week of May 16. Conrad is reportedly putting together a budget plan that includes strong deficit cutting recommendations evenly split between spending cuts and tax increases. Details are expected soon.
Independent Sector has created a one-pager that provides more information on the importance of these deductions. Visit www.independentsector.org for more information. 

Executive Order Would Require Disclosure of Board Members’ Political Donations 
President Obama has proposed an executive order requiring bidders for government contracts to disclose political donations. It would cover contributions and expenditures of officers and board members of organizations bidding for federal contracts. If the President issues this executive order, nonprofits applying for federal contracts would need to survey their board members and officers to find out whether they made any political contributions or expenditures, and if the amounts collectively total more than $5,000, disclose them.   
IRS confirms examinations of donors to some 501(c)(4) nonprofits
In a controversial move, the Internal Revenue Service (IRS) has confirmed that the agency is examining donations to one or more Section 501(c)(4) organizations to determine whether the donors should have paid the federal gift tax on the donations, shocking many nonprofit tax lawyers who have advised their clients that such donations were free from tax liability. While the IRS did not provide details regarding why the decision was made to begin the donor-review, it was quick to point out that these examinations are not part of a broader effort to look into 501(c)(4) compliance that was announced last year. Meanwhile, Senate Finance Committee member Charles Grassley (R-IA) said the latest action from the IRS may signal the growing need for lawmakers to take a second look at these nonprofit advocacy groups and the money they raise for political campaigns.[image: image2.png]
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