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1.  WHITE HOUSE STILL OPEN TO CORPORATE TAX OVERHAUL: Though tax reform was not 

a focus of President Obama’s State of the Union address earlier this week, Treasury 

Secretary Jacob Lew continued to make the case that there are opportunities for bipartisan 

compromise if the Republican-led Congress chooses to pursue corporate-only tax reform.  

 

Lew said in a Jan. 21 speech to the Brookings Institution that there is “a great deal of 

overlap” between the president’s framework for overhauling the nation’s business tax 

system and what congressional Republicans have said they will support. He also 

acknowledged that the entire tax code is heavily burdened by loopholes and inefficiencies 

and needs to be overhauled, but said the two parties’ views on individual tax reform are 

“far apart.”  

 

“I continue to believe that the best way to achieve reform today is to start with pro-growth 

business tax reform that protects and strengthens the middle class, lowers rates, simplifies 

the system, levels the playing field and eliminates unfair and inefficient loopholes,” Lew 

said. “The fact is, there is a growing bipartisan consensus in Washington on how to achieve 

business tax reform, and we have a unique opportunity now to get this done.”  

 

The two parties’ differences on individual reform were highlighted when the president 

introduced a broad plan before his State of the Union address to raise taxes on high-earning 

taxpayers and large financial firms to finance an array of tax breaks for the middle class. 

President Obama did not delve into the details of this plan during his address to Congress, 

but it was nevertheless panned by Republicans as a nonstarter.  

 

Senate Finance Committee Chairman Orrin Hatch (R-UT) and House Ways and Means 

Committee Chairman Paul Ryan (R-WI) characterized the president’s plan as a tax hike to 

fuel more government spending. “By putting poll-tested politics ahead of sound policy 

embraced by both parties, the president regrettably distanced himself from achieving 

tenable bipartisan results,” Hatch said.  



 

While Republicans’ clear preference is to do comprehensive tax reform, Ryan did signal at a 

Republican retreat last week that his committee will consider whether to work on a 

corporate-only tax overhaul while Obama remains in office. Ryan said he remains 

concerned that corporate tax reform would leave out many small businesses that are taxed 

at the lower individual income tax rates.  

 

“It won’t be the full-throttle tax reform that we all want on my side of the aisle, because the 

president doesn’t want to do all of that. So we’ll see if we can find a common ground,” Ryan 

told reporters. 

2.  TAX REFORM TOP PRIORITY FOR SENATE FINANCE: The Senate Finance Committee’s top 

priority in 2015 is passing bipartisan, comprehensive tax reform legislation, Committee 

Chairman Orrin Hatch (R-UT) said this week.  

 

Speaking to an audience at the U.S. Chamber of Commerce Jan. 20, Hatch said tax reform is 

an achievable and necessary goal.  

 

“Comprehensive tax reform is essential if we’re going to get our economy moving again,” 

Hatch said. “Our current tax system is a roadblock that stands between us and sustained 

prosperity. I don’t believe reform should be considered optional – it is essential if we’re 

serious about building and maintaining a healthy economy.”  

 

Hatch and Ranking Member Ron Wyden (D-OR) last week announced the formation of five 

bipartisan working groups that will study current tax law and help develop a comprehensive 

tax reform plan in this Congress.  

 

Policy focus areas for the working groups include: individual income tax; business income 

tax; savings and investment; international tax; and community development and 

infrastructure. Each group will be co-chaired by one Republican and one Democrat. Hatch 

said each working group will work with the Joint Committee on Taxation to produce an in-

depth analysis of options and potential legislative solutions within its assigned area, with 

the goal of having one final comprehensive tax reform report completed by the end of May. 

The report recommendations will serve as the foundation for the development of bipartisan 

legislation this year.  

 

“This is not theater, nor is it just for show,” Hatch told the audience this week. “This is a 

very real undertaking. I don’t want to just release a framework or a proposal that doesn’t go 

anywhere. My only goal when it comes to tax reform is to make new law.” 

3.  IRS REALIGNMENT SHOULD EXPEDITE EO APPLICATIONS: The recent realignment of the 

IRS Tax Exempt and Government Entities Division should result in an expedited process for 

approving applications for tax-exempt status, according to IRS officials.  

 

The IRS announced last year that would realign some resources within the TE/GE Division, 



moving certain responsibilities and personnel to the Office of Chief Counsel. The 

realignment took effect Jan. 2, with the goal of separating IRS field operations from the 

legal rulings and technical advice memoranda affecting tax-exempt organizations.  

 

Victoria Judson, associate chief counsel of TE/GE, told a DC Bar Association audience this 

week that the Exempt Organizations office retains the authority to issue determination 

letters, including requests for tax-exempt status, and will be looking to reduce the 

processing time for applications. That means that practitioners will need to adhere to 

stricter deadlines for submissions, she said.  

 

The IRS receives about 70,000 applications for tax-exempt status per year and, as of last 

summer, had a backlog of about 60,000 applications pending. The agency has taken steps 

recently to reduce the backlog, introducing a shorter application form last summer to help 

small 501(c)(3) charities apply for tax-exempt status more easily. The new Form 1023-EZ is 

three pages long, compared with the standard 26-page Form 1023.  

 

The IRS estimates that up to 70 percent of organizations applying for 501(c)(3) status will be 

eligible to use the new streamlined form. Organizations with gross receipts of $50,000 or 

less and assets of $250,000 or less are eligible. 

4.  PA BILL WOULD IMPACT CHARITIES’ REAL ESTATE TAX BREAKS: The Pennsylvania State 

Senate is considering a bill this week that would give the state Legislature final say in 

determining which public charities receive real estate tax breaks.  

 

The bill (S. 4) would amend the state Constitution to provide that only the Legislature ha the 

right to determine the criteria for whether an institution qualifies as a purely public charity. 

The legislation passed the General Assembly in 2013, but the Constitution requires that all 

constitutional amendments be passed in two consecutive legislative sessions. If the bill 

passes again, it must be approved by Pennsylvania voters.  

 

The current standard for determining which organizations qualify as public charities comes 

from a 1985 Pennsylvania Supreme Court ruling that establishes a five-part test for 

identifying qualifying institutions.  

 

Municipalities in Pennsylvania oppose the bill because they say it will result in a lower 

standard for tax-exempt status and open the door for more charities that are entitled to 

municipal services.  

 

“Municipalities have very little control over the Commonwealth’s designation of tax-

exempt, yet the designation has a tremendous impact locally,” said Richard Schuettler, 

executive director of the Pennsylvania Municipal League. “Each and every tax-exempt entity 

receives services from its host municipality. These services are subsidized by the tax-paying 

public. For this reason alone, a high level of scrutiny is needed in defining which nonprofits 

deserve tax-exempt status.” 



5.  DOWNLOAD THE ASAE ADVOCACY APP: As a reminder, the ASAE Advocacy app can be 

used to access a variety of public policy tools.  

 

Use the app to follow the @Power_of_A on Twitter. The app can also be used to read 

Inroads, learn about issues impacting associations; view talking points; and email your 

Member of Congress. Push notifications enable members to read immediate updates and 

take action on any legislation that may threaten the association community.  

 

The app can be downloaded on iTunes and Google Play for use on the iPhone, iPad, iPod 

touch, and Android operating systems. For more information, contact Mary Kate 

Cunningham at mcunningham@asaecenter.org/ 202.626.2787. 
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