
Tax Threat to 
Associations



Tax Reform

• 2017 Tax Cuts and Jobs Act (Trump admin. tax bill) expires at 
the end of 2025

• GOP Sweep in 2024 elections

• Will pursue Republican-only tax bill through legislative process 
called “Reconciliation”

• Cost to permanently extend: $4.5 trillion 

• Lawmakers looking for revenue – could turn attention to the tax-
exempt sector 



Lawmakers Voice Concerns About Nonprofit 
Political Activities

• “This committee has been 
concerned with the proliferation 
of tax-exempt organizations that 
receive generous benefits under 
section 501 of the U.S. tax code 
engaging in activities that may 
not be in line with the spirit or 
the letter of the law.” – Ways 
and Means Chair Jason Smith 
(R-MO)



Lawmakers Critical of Tax-Exempt Organizations 
Competing with For-Profit Organizations

• “If a section of society is being 
tax-free, and they’re providing 
the same services as 
someone who is being taxed, 
there could be a concern” –
Rep. Randy Feenstra (R-IA)



Reasons for Concern: Think Tank Scrutiny

• “America has a $3.3 trillion tax 
gap. But it’s not the tax gap we 
hear most about … This tax gap 
rests squarely with Washington 
lawmakers who, starting more 
than a century ago, began 
exempting politically favored 
institutions, organizations, and 
activities from the tax code.” – 
Scott Hodge, Tax Foundation 
(now at Arnold Ventures)



Potential Revenue Sources That Could 
be Used as a Pay-For

• Investment Income

• Education 

• Membership

• Sponsorships

• Registrations

• Any other source of 

revenue other than 

charitable donations



What We’re Hearing – On the Hill

• House’s view – 

‒ House wants to pass one large tax bill by Memorial Day

‒ House GOP hardliners prefer larger spending cuts, less deficit impact from 
TCJA extension

• Senate’s Differences – 

‒ Less appetite for large spending cuts.

‒ Prefers different ”scoring” method that would make the TCJA tax cuts appear 
to cost nothing to extend permanently; allow for $1.5T in additional tax cuts

• President Trump pressing for action

• House and Senate need to get on the same page



Tying Debt Limit Extension to Tax Cuts in Reconciliation?

• CBO: Government could default on its debt as soon as August 
unless Congress passes legislation addressing the debt limit. 

• Addressing debt limit in reconciliation adds pressure to wrap up 
tax and spending negotiations before summer’s end. 

• Treasury Secretary Bessent says there will be more information 
about “X date” this week.
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What Does This All Mean?

• Expect tax-exempt organizations to be targeted

• The rationale for a tax-exempt sector, is at best, 

misunderstood



ASAE Formed the Community Impact 
Coalition

• A unified initiative dedicated 
to educating the 119th 
Congress about the social 
and economic benefits of  
tax-exempt organizations



Our Ask of Congress:

• Preserve the ability of tax-
exempt organizations to 
serve their communities by 
opposing increased tax 
burden on tax exempt 
organizations in 2025 tax 
debate.



ASAE and CIC Advocates for 
Nonprofits at Annual Fly-In
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Key Messages
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Key Messages
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Broad Impact of Nonprofits Across 
Sectors
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Responding to Critics
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At the Table- Not on the Menu
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Questions
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