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To amend the Internal Revenue Code of 1986 to modify rules relating to
donor advised funds, and for other purposes.

IN TIIE SENATE OF TIIE UNITED STATES

Mr. KixNG (for himself and Mr. GRASSLEY) introduced the following bill; which
was read twice and referred to the Commitiee on

A BILL

To amend the Internal Revenue Code of 1986 to modify

rules relating to donor advised funds, and for other purposes.

[a—

Be it enacted by the Senate and Ilouse of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be ecited as the “Accelerating Chari-
table Efforts Act” or the “ACE Act”.

SEC. 2. ADDITIONAL RESTRICTIONS ON DEDUCTIONS FOR
CONTRIBUTIONS TO DONOR ADVISED FUNDS.
(a) LIMITATION ON DEDUCTION.—Secction 170(f) of

the Internal Revenue Code of 1986 is amended by adding
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at the end the following new paragraph:
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1 “(19) TIME FOR DEDUCTION OF CONTRIBL-
2 TIONS TO DONOR ADVISED FUNDS,

3 (A NONQUALIFIED DONOR  ADVISED
4 FUNDS,—

5 “{1) IN GENERAL.—In the case of a
6 contribution to a donor advised fund (as
7 defined m section 4966(d)(2)) whieh is not
8 a qualified donor advised fund or a quali-
9 fied community foundation donor advised
10 fund—

11 *(I) in the case of any contribu-
12 tion of property other than cash, no
13 deduetion shall be allowed under this
14 séetion unless the sponsering organi-
15 zation sells such property for eash,

16 “(1I) no deduction shall be al-
17 lowed under tlus section for any con-
18 tribution before the taxable ycar that
19 imeludes the date on which the spon-
20 soring  organization makes a  quali-
21 fying distribution of such eontribution
22 {or the proceeds from the sale of such

23 ¢ontribution), and
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(D the amount of the dedue-
tion shall be equal to the amount of
the gqualifying distribution.

“(il) QUALIFYING DISTRIBUTION. —
For purposes of this subparagraph, the
term ‘qualifying  distribution’ means any
distribution which is not a taxable distribu-
tion (as cdefined in seetion 4966(c), detor-
mined without regard to paragraph (2)(C)

thercof).

“(iil) ORDERING RULE.—For pur-
poses of this subparagraph, distributions
shall he treated as made from  contribu-
tions (and any earnings attributable there-

o) on a first-in, first-out basis.,

“(B) NONPUBLICLY TRADED ASSETS OF

QUALIFIED DONOR ADVISED FUNDS,—-

“(1) IN GENBERAL.—In the e¢ase of a
contribution of a non-publicly traded assct
to a qualificd donor advised fund or &
quadified eommunity foundation donor ad-
vised fund—

“tI) no deduetion shall be al-
lowed under this seetion for any tax-

able year before the taxable year that
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includes the date on which the spon-

soring organization sclls the asset,

and

“(I1) the amount of the dedve-
tion allowed under subscetion (a) shall
not exceed the amount of gross pro-
ceeds received from sueh sale and
eredited to the account or fund identi-
fied with the taxpayer.

(i) NON-PURLICLY TRADED
ASSET.~—Ior purposes of this subpara-
graph, the térm ‘non-publicly traded asset’
means any asset for which (as of the date
of the contribution) market quotations are
net readily available on an established se-
curities market.

Y CONTEMPORANEOUS  WRITTEN  AC-

ENOWLEDGEMENT —

“(1} IN GENBRAL.—In the case of a
contribution deseribed in subpavagraph (A}
or (13}, no deduetion shall be allowed undoer
subsection (a) for sueh contribution unless
the taxpayer substaiitiates the contribution
by a contemporancous written acknowl-

edgement of the contribution by the spon-
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soring organization that meets the require-

ments of elause (1),

“1) CONTENT OF  ACKNOWLEDGE-

MENT.—An  acknowledgement mects  the

requirernents of this subparagraph if it in-

cludes the following information:

tion

(1) The name of the donor..

HID In the ease of a contribu-

deseribed in subparagraph (A)—

“(aa) 1f such contribution is
described in  subparagriph
(A IND), a certification thai the
asset was sold for edsh and the

amount. of cash received in such

sale, and

“(bb) a certification that a
qualifying distribution has been
made from such contribution (or
the proceeds from the sale of
such contribution), an identifica-
tion of the amount of sueh quali-
fving distribution, and a state-
ment that the deduetible amount
may not. exceed the amount of

such qualifying distribution.
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“(IIT) In the ecase of a contribu-
tion deseribed in subparagraph (13), a
certification that the asset was sold
and the amount of the gross proceeds
received from such sale and credited
te the account or fund of the tax-
payer, together with a statemoent that
the deductible amount may not esceed
the ameunt of the gross procceds re-
ceived from the sale of the asset and
eredited to the account or fund of the
taxpayer,

“(ii) CONTEMPORANEOUS.—For pur-

poses of clause (1), dn acknowledgement

shall be eomsidered to be contemporaneons
if the sponsoribg organization provides it
within 30 days of—

“(I) in the case of a contribution
deseribed in subparagraph (A), the
date of the qualifying distribution,
and

“(11) in the case of a contribn-
tion deseribed in subparagraph (1B),

the date that the gross proceeds from



MOG2ITH3 VIO

ok

R~ T - I B MU S N U FU R 0

LA
7

the sale of the asset are credited to

tlie. account or fund of the taxpayer.
“(1v) INFORMATION TO SECRETARY .~
A spounsoring organization required to pro-
vide an acknowledgement under this para-
graph shall provide to the Seeretary the in-
formation contained i the acknowledge-
ment. Such information shall be provided
at such time and i such manner as the

Seeretary may preseribe,

“(1)) QUALIFIED DONOR ADVISED FUND.—
For purposes of this paragraph, the term
‘qualified donor advised fund’ means a donor
adwvised fund (as defined in scection 4966(d)(2))
established under an agreement that requires,
for the duration of such fund, the termination
of any advisory privilege with respeet to any

contribution (ineluding any earnings thercon)

made by any donor (or any person appointed or

designated by a donor} before the last day of
the 14th taxable vear begiining afler the tax-
able year in which the contribution was made,

HI8Y QUALIFIED COMMUNITY FOUNDATION

For purposes of this

DONOR ADVISED TFUNIL

paragraph-—
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“(1) IN GENERAL—The term ‘quali-

fied community foundation donor advised

fund’ means a donor advised fund (as de-

fined in  seetion 4966(d)(2)) which is

owned or eontrolled hy a qualified ecommu-

nity foundation and which meets one or

more of the requirements of clauses (ii) or
(iif).

“(i) MAXIMUM VALUE OF ADVISORY
PRIVILEGER.—

Iy IN GENERAL.—A donor -ad-
vised fund meets the requirements of
thig clanse if each mdividual who has
advisory privileges. with respect to
suech fund docs not have advisory
privileges with’ respect to 1 or inore
donor advised funds held by the quali-
fied community foundation with an
aggregate value at any time after the
date of the e¢nactment of this paia-
graph in excess of $1,000,000.

“(I1) INFLATION AT UST-
MENT.—In the case of a._t_}_.y taxable
yvear  beginning  after 2021, the

$1,000,000 amount in subelause (1)
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shall be increased by an amount equal
to such dollar amount multiplicd by
the cost-of-living  adjustment  deter-
mined under section 1(f) (3) for the
calendar year in which the taxable
vedr  beging,  determined by suhb-
stitnting  in  subparagraph (A)(i1)
thercof ‘calendar year 20207 for ‘cal-
endar year 2016°. If any amount as
adjusted under the preeeding sentence
15 not a multiple of $10,000, such dol-
tar amount shall be rounded to the
next fowest mudtiple of $10,000.
“(iit)  MINIMUM  PAYOUT.—A  donor
advised fund meets the requirements of
this paragraph if the fund is established

under an agreement that requures that the

fund make qualifying distributions (as de-

fined in subparagraph (A)(i)) ecach cul-

¢icdar vear 1n an amount not less than 5

pereent of the value of the tund {deter-
niined as of thie last day of the preceding

calendar yvear).



MCG21788 Vo S1.1,

160

1 “(iv) QUALIFTED COMMUNITY FOUN-
2 DATION.—The term ‘qualified community
3 foundation’ means an organization—

4 “(1) which is deseribed in section
3 501{e)(3),

6 “(11) which is organized and op-
7 erated for the purpose of under
8 standing and serving the needs of a
9 particidar geographie community that
10 is no larger than 4 States by engaging
11 donors and pooling donations to ere-
12 ate charitable funds In direet further-
13 anee of those necds, and

14 “(IIT) which holds substantial as-
15 sets (but in no case less than 25 per-
16 cent. of the organization’s total asscts)
17 outside of donor advised funds.

18 “{v} SPONSORING ORGANIZATION -~
19 The term ‘sponsoring organization’ has the
20 meaning given such terin’ under seetion
21 4966(d)(1).".

22 (b) OTIER REQUIREMENTS FOR QUALIFIED DONOR

23 ADVISED FUNps—Seetion 170(5{(18) of the Internal
24 Revenue Code of 1986 is amended by striking “and” at

25 the end of subparagrapl (A)(ii), by striking the period at
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the end of subparagraph () and inserting “, and”, and
by adding at the end the following new subparagraph:

“(CY in the ecase of a contribution to a
qualified donor advised fund (as defined in
paragraph (19)(12)), the taxpayer identifies for
the sponsoring organization a preferred organi-
zation for the purposes of making distributions
of so mueh of the amount contributed (and any
carnings attributable thercto) as has not been
distributed before the end of the last day of the
14th taxable year beginning after the taxable
vear in which the contribution was made.”.

(¢) BFFECTIVE DATE~The amendments made by
this section shall apply to contributions made after the
date of the enactment of this Act.

SEC. 3. FAILURE OF DONOR ADVISED FUNDS TO DIS-
TRIBUTE CONTRIBUTIONS.

(a) IN GENERAL —Subchapter G of ehapter 42 of the
Internal Revenue Code of 1986 is amended by adding at
the end the following new seetion:

“SEC. 4967A. FAILURE OF DONOR ADVISED FUNDS TO DIS-
TRIBUTE CONTRIBUTIONS.

“la) IN GENERAL.~In the éase of a contribution

whielr 1s held in a donor advised fund (other than a quali-

fied community foundation donor advised fund), there is
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1 bLereby imposed a tax equal to 50 percent of so much of
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the portion of such contribution (and any carnings attrib-
utable thereto) as has not been distributed by the spon-
soring organization in a qualifying distribution before the
last day of thie sixth menth following the last day of the
applicable taxable year with vespeet to such contiibution.
The tax imposed by this subsection shall be paid by such

sponsoring organization.

“{b) APPLICABLE TAXABLE YEAR—For purposes of

this scetion, the term “applicable taxable vear’ means—

(1) in the ease of a contribution to a qualificd

tlonor advised fund, the 14th taxable vear beginning

after the taxable year in which the contribution was

made, and

“(2) iu the case of a contribution to any other
donor advised fund (other than a qualificd commu-
nity foundation donor advised fund), the 49th tax-
able year beginning after the taxable year in which
the contribution was made.

“(¢) DEPINITIONS AND OTHER RELES.—

“(1) QUALIFIED DOXNOR ADVISED FUND.—The
term ‘qualified donor advised fund’ has the meaning
otven sueh term under séetion 170(6)(19)(D).

“(2)  QUALIFIED COMMUNITY FOUNDATION

DONOR ADVISED PUND.~—The term ‘qualified com-
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wunity foundation donor advised fand’ hag the
meaning  given  sueh tormt under  section
1700 (11},
“3) QUALIFYING DISTRIBUTION.~The term
‘qualifving distribution’” bas the meaning given such

term nnder section 170(0{(19)(A) ().

“(4) ORDERING RULE~—Rules similar to the
vules of scetion 170(0)(19)(A)(dii) shall apply for
purposes of this seetion.”.

(I} CONFORMING AMENDMENT.—The table of see-

- tions for subchapter (¢ of chapter 42 of such Code is

anicnded by adding at the end the following new item:
“Hee, 496TA. Pailure of domor advised Funds wo digteibnte zontributions.”.

(¢) BrrECTIVE DaTeE.—The amendments made by
this seetion shall apply to contributions made after the

date of thé enactment of this Act,

SEC. 4. TREATMENT OF PRIVATE FOUNDATION ADMINIS-

TRATIVE EXPENSES PAID TO DISQUALIFIED

PERSONS.

(a) IN GENERAL—Section. -494‘3(9;) of the Internal
Revenue Code of 1986 is amended by adiding at the end
the following new paragraph:

“(5) DISALLOWANCE. OF ADMINISTRATIVE EX-

PENSES PAID T0O DISQUALIFIED PERSONS,

“(A) IN GENERAL—For purposcs of para-

graph (1)), administrative expenses paid to
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1 any person deseribed in subparagraph (B) shall
2 not be treated as a qualifving distribution.

3 *(B) PERSON DESCRIBED.~—A  personm is:
4 deseribed in this sabparagraph if such person is
5 4 di_sq_ualificd person {as defined in section
6 4946(ay(1)) with respeet to the private founda-
7 tion, other than a foundationt manager {(as de-
8 fined in section 4946(L)(1)) of such private
9 foundation who 1§ not @ member of the family
10 (as defined in seetion 4946{(d)) of any indi-
11 vidual deseribed in subparagraph (A) or () of
12 section 4946(a)(1).7.

13 (b) ErrecTivE DaTE.—The amendment made by

[4 this section shall dpply to taxable years beginning after

15 December 31, 2021,

16 SEC. 5. TREATMENT OF DISTRIBUTIONS TO DONOR AD-

17

VISED FUNDS FROM PRIVATE FOUNDATIONS.

18 (a} PROHUIBITION ON TREATMENT AY¥ QUALIFYING

19 DIISTRIBUTIONS . —

20 (1) IN GENBRAL.—Section 4942(g)(1)(A) of the
21 Iaternal Revenue Code of 1986 1s amended by strik-
22 ing “paragraph (3), or” and inserting “paragrapli
23 (3}, or (111) a spounsoring organization {as defined in
24 seetion 4966(d)(1)) if such contribution will he held

25 i a donor advised fund (as defined in section
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4966(d)(2)), except as provided in paragraph (3),
or”
{2) CONPORMING:  AMENDMENT.—Section
4942(g)(3) is aniended by striking “(i) or (i1)” and
ingerting “{i), (ii}, or {iii)".

{b) REPORTING.—8cetion 6033(¢) of the Internal

Revenue Code of 1986 is amended
(1) by redesignating paragraphs (1) and (2) as.
paragraphs {2) and (3), respéetively, and
(2) by inserting before paragraph (2) (as rvedes-
ignated) the following new paragraph:
L) the private foundation shall include in its
anuual return under this section information on—
“(A) the amount of any eontribution to a
sponsoring organization { as defined in section
4966{d)(1)) which will be held in a donor ad-
vised fund (as defined in section 4966(c)(2)),
“(B) the sponsoring organization to whiels
such contribution was made, and
“(C) the donation advice given to such or-
ganization {(if any),”, and
(3) in the matter following paragraph (3) (as
redesignated) by striking “paragraph (1) and in-
serting “‘paragraph (2)”.

(¢) BFrreeTIive DATES. —
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(1) PROIIsITION.—The amendment made by
subseetion (a) shall apply to disteibutions made after
December 31, 2021,

(2) ReEPORTING.—The amendments made by
subsection (b) shall apply to returns required to be
filed after December 31, 2021,

SEC. 6. TREATMENT OF CONTRIBUTIONS FROM DONOR AD-
VISED FUNDS FOR PURPOSES OF DETER-
MINING PUBLIC SUPPORT.

(a) PRIVATE FOUNDATIONS —Seccetion 509 of the In-
ternal Revenue Code of 1986 is amended by adding at the.
end the following new subseetion:

“(g) SrECIAL RULES For SUPPORT FrROM DOXOR

ADVISED FuNDs.—

“1) In GENERAL—For purposes of subscetion
(a){2), except as otherwise provided i this sub-
‘seetion, all amounts recerved from sponsoring orga-
nizations (as defined mn section 4966(d)(1))—

“(A) shall not he treated as support re-
eeived from an organizdtion deseribed in section
170(h){(1)}(A), and

“(B) shall be treated as support reecived
from one person.

“(2 ) EXCEPTION WIIERE DONOR IDENTIFIED.—

In the ease of support from a sponsoring organiza-
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tion whieh 1s provided from funds which are identi-
fied with a donor to a donor advised fund (as de-
fined in section 4966(d)(2}) and the sponsoring or-
ganization identifies such donor, sncel support shall
he treated as provided by sueh donor.

H“(3) EXCEPTION FOR AMOUNTS NOT CONTRIB-
UTED FROM DONOR ADVISED FUNDS.—DParagraph
(1) shall not apply to any amount if the sponsoring
organization specifies that—

“(A) the amount is not a distribution from

a donor advised tund (as so defined), and

“(B3) no donor {or any person appointed or
designated by sueh donor) had advisory Privi-
leges with respect to the provision of the sup-
port.”.

{b) DBETERMINATION OF CONTRIBUTION LIMITA-

TIONS.—Section 170(b)(1HA) of sueh Code is amended by

adding at the end the following: “For purposes of clause

{(vi), rules similar to the rules of seetion 509(g) shall
'

apply.

(¢) BreECTIVE DATE.

The awendments made by

this seetion shall apply to contributions made in taxable

vears beginning after the date of the enactment of this

Act.
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'SEC. 7. EXEMPTION FROM TAX ON _INVESTMENT INCOME.

FOR CERTAIN PRIVATE FOUNDATIONS MAK-
ING SIGNIFICANT QUALIFYING DISTRIBU-
TIONS.

(a) IN GENERAL —Secetion 4940 of the Internal Rev-
enue Code of 1986 is amended by adding at the end the
following new subseetion:

“le) BXEMPTION FOR FouNDpatrons MarkiNg Sico-

NIFTICANT QUALIFYING IISTRIBUTIONS.—No tax shall be

imposed by this section for any taxable year on any private
foundation if sueh private foundation makes qualifying
distributions {as defined in section 4942(g)) during such
taxable year iu an amouit that is not less than 7 pereent
of the excess of—

“(1) the aggregate fair market value of all as-
sets of the foundation {othier than those which are
used (or held for use) divectly in earrving out the
foundation’s cxempt purpose) determined as of the
first date of the taxable year, over

“2) the acquisition indebtedness with respect
to  such assets  (determined  under  seetion
514(e}1)).".

(b). EFreeTIvE DAaTE.—The amendment made by
this section shall apply to taxable vears bheginning after

the date of the enaetment of this Act.
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1 SEC. 8. EXEMPTION FROM.TAX ON INVESTMENT INCOME
2 OF LIMITED-DURATION PRIVATE FOUNDA-
3 TIONS.,
4 (a) IN GENERAL.—Section 4940 of the Internal Rev-
5 enue Code of 1986, as amended by section 7, is amended
6 by adding at the end the followhig new subseetion:
7 () EXEMPTION FOR LIMITED-DURATION IFOUNDA-
8 TIONS.
9 “(1) EXEMPTION.—
10 “tA) IN OENERAL.—No tax shall bhe ir-
11 posed by subsection (a) on any private founda-
12 tion if such private foundation wmeets the re-
13 guirements of subparagraph (B).
14 “(B) REQUIREMENTS.—A private founda-
15 tion meets the requirements of this subpara-
16 graph if, at the time of iig establishment and
17 at all times thereafter
18 “(1) such private foundation has a du-
19 vation speeified in its. governing documents
20 of not miore than 23 years, and
21 “(i)) sueh private foundation makes
22 no  distributions  to  disqualified  private
23 foundations.
24 Y DISQUALIFIED. PRIVATE  FOUXNDA--
25 TION.—For purposes of this subscetion, the
26 term  disqualificd  private  foundation means,
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with respeet to the private foundation deseribed

i subparagraph (B), another private founda-

tion with respeet to which there-is a disqualified

person who is also a disqualified person with re-

speet to. sueh private foundation deseribed in

subparagraph (B).
“(2) RECAPTURE TAX.—
LAY IN GENERAL. ~—If—

“(i) no tax is imposcd under sub-
seetion (a) on a private foundation by rea-
son of paragraphi (1), and

“(i1) such private foundation—

(I} fails to meet the require-
ments  of paragraph (.1_)(1['3)_ i any
subsequent taxable year,

“(I1) has a duration of more
than 25 vears, or

ST makes o distribution to a
disqualified private foundation,

a tax shall be impesed on such foundation
in the amount determined under subpara-
graph (B} for the first taxable year in
which such private foundation is deseribed

in clause (i),
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1 “(B) AMOUNT OF Tax—The amount of
tax determined under this subparagraph is the
aggregate amount of taxes which would have
been himpesed on. such private foundation for all
taxable years before the first taxable year in
which such foundation was deseribed in sub-

paragraph (A1) if paragraph (1) had not ap-

plied.”.
9 (b) EFFECTIVE DATE.—~—The amendment made by
10 this seetion sball apply to taxable years beginning after

11 the date of the enactment of this Aet.



