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House passes “One Big Beautiful Bill Act™ with
provisions that would affect tax-exempts

The U.S. House of Representatives this morning passed H.R. 1, the budget reconciliation bill known as
the “One Big Beauitiful Bill Act.” The largely party-line vote for passage was 215-214.

The bill includes, with some amendments, the tax title approved by the Ways and Means Committee
last week (read TaxNewsFlash).

Prior to passage by the full House, the Rules Committee made two sets of changes to the tax
title approved by the Ways and Means Committee. The first set of amendments to the tax title were
incorporated into this version of the bill (changes can be viewed in redline here), and the second set of
amendments to the tax title may be seen here.

Proposals that may affect tax-exempt organizations include:
Increased excise tax rates on investment income

* Replacing the current flat 1.4% rate of tax on the net investment income (NII) of certain private
colleges and universities with a tiered rate structure—with rates of 1.4%, 7%, 14%, and 21%—
based on an institution’s endowment size-per-student. Endowments of more than $750,000 per
student would see significant tax increases. The tax would be modified in several other significant
respects as well.

* Replacing the current flat 1.39% rate of excise tax on the NIl of private foundations with a tiered
rate structure—with rates of 1.39%, 2.78%, 5%, and 10%—based on the value of the foundation’s
assets. Foundations with assets of $5 billion or more would be taxed at the highest, 10% rate. For
purposes of setting the excise tax rate, certain related entities’ assets would be aggregated with
those of the foundation. In addition, due to an amendment this week, the investment income of
certain entities related to a foundation would also be subject to tax.

Expanded taxes on executive compensation, employee benefits, and UBIT

* Amending the section 4960 excise tax on remuneration exceeding $1 million currently paid by tax-
exempt organizations to certain “covered employees,” by expanding the definition of “covered
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employee” to include all current or former employees of the tax-exempt (not just the five highest-
paid employees in tax years since 2016). An earlier version would have also included all
employees of organizations related to the tax-exempt as “covered employees,” but this
provision was amended.

* Reinstating the repealed “parking tax’—albeit with an exception for certain church and church-
affiliated organizations—which would subject expenses for employee qualified transportation fringe
benefits (as defined in section 132(f)) provided by tax-exempt organizations, including certain
expenses of parking facilities, to the unrelated business income tax (UBIT) at the corporate rate
(21%).

* Narrowing an exclusion from UBIT for income from research done by certain research
organizations to encompass only fundamental research the results of which are publicly available.

A provision that would have required that income from the sale or license of a tax-exempt
organization’s name or logo be included in unrelated business taxable income and subject to
UBIT was removed from the bill.

Charitable contribution provisions

The bill does not propose extending the temporary individual limitation for cash contributions to certain
charities (currently 60% of adjusted gross income); thus the limitation will return to 50% on January 1,
2026. Provisions relating to charitable giving proposed in the bill include:

* Reinstating a provision enabling non-itemizers to deduct charitable contributions, but only up to
$300 for married taxpayers filing jointly and $150 for all other taxpayers.

* Providing a new nonrefundable tax credit (in lieu of a deduction) for certain charitable contributions
of cash or marketable securities to certain charitable organizations providing scholarships to eligible
elementary and secondary school students.

* Limiting the corporate deduction for charitable contributions to the extent that the corporation’s
aggregate contributions exceed 1% of the corporation’s taxable income.

Other provisions

Several other proposals would affect tax-exempt organizations, including:

* Making material modifications to the clean energy tax credit provisions enacted in the Inflation
Reduction Act (IRA), including early sunsets, phase outs, and other changes to the energy tax
credits. However, the elective pay provision, which provides access to these credits for charitable
and State, local and Tribal government entities, would not be repealed.

* Retroactively imposing a deadline of January 31, 2024, for refundable employee retention tax credit
(ERTC) claims, in effect similar to a provision that was passed by the House in the Tax Relief for
American Families and Workers Act of 2024.

A provision that would have permitted the Treasury Secretary to designate certain tax-exempt
organizations as “terrorist supporting organizations” (TSOs), resulting in suspension of their
tax-exempt status under section 501(p), was removed from the bill.
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What’s next

The bill will be transmitted to the Senate for consideration to begin after the Congressional Memorial
Day recess. The Senate is expected to make changes to the House-approved bill, possibly including
the tax provisions.

For more information, contact your usual KPMG tax professional or one of the following
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For questions on legislative matters, contact a professional in the Federal Legislative and
Regulatory Services group of KPMG Washington National Tax:

John Gimigliano | jgimigliano@kpmg.com
Jennifer Acufia | jenniferacuna@kpmg.com
Tom Stout | tstoutjr@kpmg.com

Jennifer Bonar Gray | jennifergray@kpmg.com

kpmg.com/socialmedia

The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" subject to the requirements of section
10.37(a)(2) of Treasury Department Circular 230, as the content of this document is issued for general informational purposes only, is intended to enhance the reader’s
knowledge on the matters addressed therein, and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future.
No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization.

KPMG International Limited is a private English company limited by guarantee and does not provide services to clients. No member firm has any authority to obligate or bind
KPMG International or any other member firm vis-a-vis third parties, nor does KPMG International have any such authority to obligate or bind any member firm.

Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG'’s Federal Tax Legislative and Regulatory Services
Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.

To unsubscribe from TaxNewsFlash, reply to Washington National Tax.
Privacy | Legal

© 2025 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG
International Limited, a private English company limited by guarantee. All rights reserved.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization.


mailto:US-KPMGWNT@kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT@kpmg.com?subject=Unsubscribe:%20TaxNewsFlash-Exempt%20Organizations
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash

