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One Big Beautiful Bill Act: Impact on Nonprofits
Agenda

* Overview of One Big Beautiful Bill Act (“BBB”) Provisions Impacting Nonprofits
* Brief Overview of Executive Orders and Regulatory Environment
* High Level Takeaways

* Questions
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One Big Beautiful Bill Act

Legislative Process

* February 2025: Reconciliation process begins with the introduction of FY25 budget
resolution.

* April 10, 2025: House adopts Senate version of FY25 budget resolution.

* May 20, 2025: Introduced in House.

* May 22, 2025: Passed House.

* July 1, 2025: Passed Senate with amendment.

 July 3, 2025: House agreed to Senate amendment and sent to President for signature.
* July 4, 2025: President signed bill into law (Public Law No: 119-21).
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One Big Beautiful Bill Act

Areas of Impact for Nonprofits at a High Level

* Universities: stepped-up excise tax on endowments.

* Executive comp: broader application of excise tax on high (> S1M) executive comp.

* Corporate contributions: floor of 1% of AGI to qualify for charitable deduction.

* Individual contributions: changes for those who take standard deduction, and for those
who itemize.

* As employers: bike commuting; employer-provided childcare; family & medical leave;
qualified tips & overtime; independent contractor reporting.
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One Big Beautiful Bill Act

Excise Tax on University Endowments

* Effective for tax years beginning after December 31, 2025.

* History: Tax Cuts and Jobs Act (TCJA) (2017) created a new excise tax on university
endowments in Code section 4968 — flat rate of 1.4% on net investment income.

* BBB: Graduated rate system based on certain school’s endowment assets per tuition-
paying student (the “student-adjusted endowment”).

* Increases tax obligations on certain university endowments (public universities are
exempt from this excise tax); and

* Applies only to schools with 3,000 or more tuition paying students (up from 500 in TCJA)
— smaller, private colleges exempt from excise tax.

* Form 990: Part V, Line 16; Form 4720, Schedule O.
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One Big Beautiful Bill Act

Excise Tax on University Endowments Continued

* Graduated rate system:

Student Adjusted Endowment Proposed Tax Rate | Final Tax Rate

S500k-750k 1.4% 1.4%
S750k-1.25M 7% 4%
$1.25M-2M 14% 4%
Over S2M 21% 8%

* Expands definition of “net investment income” to capture more income sources.

December 4, 2025 CARTER/LEDYARD




One Big Beautiful Bill Act

Excise Tax on Excess Compensation for Nonprofits

* Effective for tax years beginning after December 31, 2025.

* Expands applicability of 4960 excise tax on tax-exempt organizations (TEOs) with
employees receiving over S1IM in renumeration (and “excess parachute payments”).

* History: TCJA enacted Code section 4960(c)(2) which imposed 21% excise tax on applicable
TEOs that pay renumeration over S1M to any of their 5 highest paid “covered employees.”

* BBB: Significantly broadens the definition of “covered employee,” and removes limit of 5
highest paid covered employees.

* Form 990: Part V, Line 15; Form 4720, Schedule N.
* Form 990-PF: Part VI-B, Line 8; Form 4720, Schedule N.
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One Big Beautiful Bill Act
Charitable Giving by Corporations

* Effective for tax years beginning after December 31, 2025.

* Limits corporate charitable deductions by introducing minimum contribution requirement before
deduction kicks in.

 Currently: Corporations can only deduct charitable contributions up to 10% of taxable income (ceiling)
under Code section 170; no minimum requirement (floor) before deduction kicks in.

* BBB: Only contributions in excess of (and only that portion in excess of) 1% of corporation’s taxable
income (floor) eligible for corporate charitable deduction (ceiling remains); some carry forward.

* Example:

* In a given tax year, corporation with $100 million in taxable income must give more than $1 million (aggregated) to take
charitable deduction — and even then, only contributions above that S1 million are eligible for deduction.

* If corporation exceeds 10% ceiling, any excess contributions (along with the amount below the 1% floor) can be carried
forward to a future year (5 years tops) and potentially be utilized (depending on other limitations).

* Strategies: accelerating gifts before December 31, 2025; “bunching” in future years; corporate
foundations; DAFs.
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One Big Beautiful Bill Act

Changes to Itemized & Standard Deductions for Individuals

° [temized Deduction

* Increased deduction cap to $40,000 for state and local tax (SALT) for tax years 2025-2029.
* Introduces an income phaseout limit for high earners (not to be reduced below $10,000).
 Standard Deduction

* Increased standard deduction starting in 2025 (adjusted for inflation each year).

Taxpayer Filing Status New Base Standard Deduction (starting 2025)

Single or married filing separately 515,750

Head of household $23,625
Married filing jointly 531,500

December 4, 2025 CARTER/LEDYARD




One Big Beautiful Bill Act
Charitable Giving by Individuals

* Effective for tax years beginning after December 31, 2025.

* |ltemizers:

* Makes permanent TCJA’s increased charitable deduction limit of 60% AGI for cash gifts
made to qualified charities.

* However, only contributions in excess of 0.5% of an itemizer’s AGI (floor) are eligible for a
charitable deduction.

* Caps tax benefit at S0.35 for each dollar of itemized deductions for top tax bracket.

* Standard/Nonitemizers: Creates permanent charitable deduction for nonitemizers capped
at 51,000 for individuals and $2,000 for joint filers.

* Strategies: accelerating gifts before December 31, 2025; bunching in future years; DAFs;
IRA QCDs.
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One Big Beautiful Bill Act

Provisions Impacting Nonprofits as Employers

* Makes permanent employer’s ability to deduct bicycle commuting reimbursement.

* Increases amount of tax credits employer may claim for employer-provided childcare (cap
at S500k generally).

* Makes permanent employer tax credit for paid family and medical leave.

* Employers must provide requisite reporting for employees to qualify for an above the line
deduction for certain qualified tips and certain qualified overtime pay.

* Higher threshold for independent contractor reporting (Form 1099-NEC) to $2,000 from
S600.
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One Big Beautiful Bill Act

Bill Provisions Not Included in Final Act

* Stepped-up excise tax on private foundation investment income not included — current flat
rate of 1.39% in Code section 4940 remains the same.

* Changes to excess business holdings of private foundations not included.
* Expanded unrelated business taxable income (UBTI) not included.

* Recission of tax-exempt status for nonprofits supporting terrorism (Code section 501(p))
not included.
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Executive Branch

(Small Sample) of Executive Orders and Regulatory Guidance Impacting Nonprofits

* Ending Illegal Discrimination and Restoring Merit-Based Opportunity (Executive Order,
January 21, 2025).

* Guidance for Recipients of Federal Funding Regarding Unlawful Discrimination (AG Bondi Memo, July 29,
2025).

* But see Mulistate Guidance for Businesses on DEIA Employment Initiatives in the Workplace (16 state AGs
including NY, IL, & MA, February 13, 2025).

* Designating ANTIFA as a Domestic Terrorist Organization (Executive Order, September 22,
2025).

* Countering Domestic Terrorism and Organized Political Violence (National Security Presidential
Memorandum/NSPM 7, September 25, 2025).

* Restoring Public Service Loan Forgiveness (Executive Order, March 7, 2025).

* U.S. Department of Education Final Rule on Public Service Loan Forgiveness to Protect American Taxpayers
(October 31, 2025).
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Takeaway Themes
At a high level

* Legislative focus on TEOs like universities (via 4968) and healthcare systems (via 4960).
Private foundations and DAFs may be on the horizon.

* Scrutiny of TEOs from many angles - DEI, endowment tax, 501(p), PILF. Climate change?
Foreign grantmaking?

* Further incentivizing standard deduction over itemizing deductions and potential impact
on charitable giving.

* Disincentivizing corporate charitable giving, some incentive for individual charitable giving.
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Resources
Links to items discussed in this presentation
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Council on Foundations: One Big Beautiful Bill impact on philanthropy tracker website: https://cof.org/page/one-big-
beautiful-bill-impact-philanthropy

American Bar Association, Probate and Property Section How the OBBBA Will Affect Charitable Planning and Tax-Exempt
Organizations by Carly Doshi & Helen Cheng (November 3, 2025).

National Council of Nonprofits: Impacts of Recent Orders on Nonprofits website (tracker)
https://www.councilofnonprofits.org/impacts-recent-executive-orders-nonprofits

Executive Order Ending lllegal Discrimination And Restoring Merit-Based Opportunity — The White House (January 21,
2025)

AG Bondi Memo Office of Public Affairs | Justice Department Releases Guidance for Recipients of Federal Funding
Regarding Unlawful Discrimination | United States Department of Justice (July 29, 2025).

Mulistate Guidance for Businesses on DEIA Employment Initiatives in the Workplace (16 state AGs, February 13, 2025).

Executive Order Designating Antifa as a Domestic Terrorist Organization — The White House (September 22, 2025).

NSPM 7 Countering Domestic Terrorism and Organized Political Violence — The White House (September 25, 2025)

U.S. Department of Education Announces Final Rule on Public Service Loan Forgiveness to Protect American Taxpayers |
U.S. Department of Education (October 30, 2025)



https://cof.org/page/one-big-beautiful-bill-impact-philanthropy
https://cof.org/page/one-big-beautiful-bill-impact-philanthropy
https://www.americanbar.org/groups/real_property_trust_estate/resources/probate-property/2025-november-december/how-obbba-will-affect-charitable-planning-tax-exempt-organizations/
https://www.americanbar.org/groups/real_property_trust_estate/resources/probate-property/2025-november-december/how-obbba-will-affect-charitable-planning-tax-exempt-organizations/
https://www.councilofnonprofits.org/impacts-recent-executive-orders-nonprofits
https://www.whitehouse.gov/presidential-actions/2025/01/ending-illegal-discrimination-and-restoring-merit-based-opportunity/
https://www.justice.gov/opa/pr/justice-department-releases-guidance-recipients-federal-funding-regarding-unlawful
https://www.justice.gov/opa/pr/justice-department-releases-guidance-recipients-federal-funding-regarding-unlawful
https://illinoisattorneygeneral.gov/news/story/attorney-general-raoul-issues-multistate-guidance-for-businesses-on-diversity-equity-inclusion-and-accessibility-employment-initiatives-in-the-workplace
https://www.whitehouse.gov/presidential-actions/2025/09/designating-antifa-as-a-domestic-terrorist-organization/
https://www.whitehouse.gov/presidential-actions/2025/09/countering-domestic-terrorism-and-organized-political-violence/
https://www.ed.gov/about/news/press-release/us-department-of-education-announces-final-rule-public-service-loan-forgiveness-protect-american-taxpayers
https://www.ed.gov/about/news/press-release/us-department-of-education-announces-final-rule-public-service-loan-forgiveness-protect-american-taxpayers

| h a n k yO u . Carter Ledyard & Milburn LLP is a general practice law firm in the Financial District. We

work for clients who are keenly focused on the future: companies, governments and
individuals who want both personal and intelligent representation marked by skills, new
ideas and efficiency.
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provide legal advice or opinion. Such advice may only be given when related to specific fact
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