
 
 

 
 
 

Private Foundations Bulletin 
 
The Tax Act: Potential Impact on Private Foundations and 
Exempt Organizations 
 
By now you have probably read in the media about highlights of the recently-released Tax Cuts and Jobs 
Act (HR 1) as it generally affects individuals and businesses. Delving further into the Act, we have prepared 
this bulletin for our private foundation clients so they are aware of how private foundations and other exempt 
organizations may be affected if this bill, as written, becomes law. 

It must be expressed upfront that none of this information is cast in concrete at this point in time. We think, 
however, our clients will be interested in what may be on the horizon for their organizations. 

Impact on Private Foundations and Exempt Organizations 

• Preservation of the charitable deduction and increase in the limitation for cash contributions to public 
charities to 60% of adjusted gross income (AGI) (up from 50%). 

• Simplification of the private foundation excise tax to a flat rate of 1.4 %. 

• Clarification of unrelated business income tax treatment of entities treated as exempt from taxation 
under 501(a). 

• Introduction of an excise tax of 1.4% on the net investment income of private colleges and 
universities with at least 500 students in the preceding tax year and the aggregate fair market value 
of assets is at least $100,000 per student at the end of the preceding tax year. 

• Allows religious groups to make statements relating to political campaigns in the ordinary course of 
religious services  

• Exception from private foundation excess business holding tax for independently-operated 
philanthropic business holdings, subject to certain rules (including 100% ownership requirement, not 
acquired by purchase, independent operation, and all profits to charity). 

• Additional reporting requirements for donor advised funds (DAFs) to indicate the average amount of 
grants made during the taxable year (based on percentage of assets held in such funds) and 
disclosure of distribution policy in a DAF’s annual tax return. 

• 20% tax on excess tax-exempt organization executive compensation over $1 million plus excess 
parachute payments. 

• An art museum claiming the status of a private operating foundation would not be recognized as 
such unless it is open during normal business hours to the public for at least 1,000 hours during the 
tax year. 
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Stand By 

In all likelihood there will be changes to the Act before it becomes law. We will keep you updated on any 
matter which may affect foundations and other exempt organizations. 
 
Contact Us 

We welcome the opportunity to speak with you about any questions you may have regarding this newsletter or 
any other subject related to accounting, audit, tax or advisory matters relative to private foundations. Please 
contact us: 
  
Thomas F. Blaney, CPA, CFE   
Partner, Co-Director of Foundation Services  
tblaney@pkfod.com   
 
Christopher D. Petermann, CPA    
Partner, Co-Director of Foundation Services   
cpetermann@pkfod.com  
 
www.pkfod.com 

About PKF O'Connor Davies  

PKF O’Connor Davies, LLP is a full-service certified public accounting and advisory firm with a long history of serving clients both 
domestically and internationally. With roots tracing to 1891, nine offices in New York, New Jersey, Connecticut and Maryland, and more 
than 700 professionals, the Firm provides a complete range of accounting, auditing, tax and management advisory services. PKF 
O’Connor Davies is ranked 28th on Accounting Today’s 2017 “Top 100 Firms” list and is recognized as one of the “Top 10 Fastest-
Growing Firms.” PKF O’Connor Davies is also recognized as a “Leader in Audit and Accounting” and is ranked among the “Top Firms in 
the Mid-Atlantic,” by Accounting Today. In 2017, PKF O'Connor Davies was named one of the 50 best accounting employers to work for 
in North America, by Vault. 
  
PKF O’Connor Davies is the lead North American representative in PKF International, a global network of legally independent 
accounting and advisory firms located in 440 locations, in 150 countries around the world. 
 
Our Firm provides the information in this e-newsletter for general guidance only, and it does not constitute the provision of legal advice, 
tax advice, accounting services, or professional consulting of any kind. 
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