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Summary

Legislation introduced in the House (H.R. 7) to provide tax incentives for charitable giving includes provisions disallowing the counting of administrative costs as part of a minimum distribution requirement for private foundations. The Ways and Means Committee has modified this provision in reporting out the bill by restricting the types of administrative costs eligible. H.R. 7 was passed by the House on September 17, 2003. The issue of administrative costs and minimum distributions has been the subject of a series of changes in the past, but currently there are no restrictions other than that administrative expenses be reasonable. The principal arguments for disallowing administrative costs in the minimum distribution requirement are to discourage excessive administrative costs and increase the level of grants. The principal objections are that the restriction would increase the tendency of current requirements to erode real asset values and that the restriction would be especially harmful for those grant objectives that require a significant amount of monitoring. The revision may deal in part with that last objection.
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Summary

Legislation insoduced in the House (HR. 7) to provide tax incentives for
charitable giving includes provisions disallowi ting of administrative costs
s part of  minimum distbution requirement for private four

‘Means Commitice has modified hi provision n repor
types of administrative cost eligible. HLR. 7 was passed by the House on September
17. 2003, The issue of admiistrative costs and minimum distributions has been the
subject of a series of changes n the past,but currently thee ae no estictons other than
that adminisratve expenses be reasonable. The principal arguments for disallowing
administrative costs in the minimum distribution requirement. are (o discourage
excessive administative costs andincrease the level of grants. The principal objections
are thatthe estiction would ncrease the tendency of current requiremens to crode
asset values and that the restrition would be especially harmful for those
bjectives that require asignificant amount of monitoring. The evision may deal i part
withthat last objecton.

“The Semte has passed legislation, 5. 476, that provides for a sries oftax benefits
designed to encoursge chiritable contrbutions. The House had passed its own version
of this legislation in the 107° Congress, HLR. 7. The House-passed version included a
provision benelicial oprivate foundations, which would reduce a small excise s applied
Lo investment earnings: this ssue was notaddressd i the Sente bill The version of
HR. 7. introduced by Congressman Blunt inthe 108* Congress. added  provision o the
bill to disallow the countng of sdminisrative costs in determining the distributions of
private foundtions that make granis. A planned markup of the bill by the Ways and
Means Commitice on Septersber 3, 2003 had been postponed o conside this provision
further.  The Ways and Means Commitice in reporting out the bill on Sepember 9
llowed administrative costs to be counted in disributions or purposes of the i

See CRS Report RS21144, Tus Incentives for Charity: An Overview of Legisative
Propasals, by (na

edacted) for an overview of the provisions in these bills
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