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Mr. Chairman, our thanks to you and Senator Baucus and your Committee for giving nonprofit organizations the opportunity to share with you the best practices in our community and our concerns for the future
The Association of Art Museum Directors, established in 1916, represents 175 art museums which collectively hold in trust for the American people over 15 million works of art representing a significant portion of  our nation’s artistic and culture heritage. Museums bestow loving care and attention on the works in their collections whether they are thousand year old masterpieces or works less than a year old; they are preserved for future generations to enjoy, study and reflect upon.
Many of America’s great museums owe their inception to the generosity and far-sightedness of donors whose collections formed the basis of the museums we know today.  Would there have been a National Gallery of Art without Paul Mellon, a Phillips Collection without Duncan Phillips, or the Art Institute of Chicago without Mrs. Palmer Potter? The munificence shown by early collector/patrons is as strong today, as many serious collectors, as well as ordinary citizens, generously give gifts of art to the nation encouraged by enlightened tax policy that allows them to take fair-market value deduction for their gifts.  
We know from studies that Americans by nature are generous and give because they believe in the institutions which they support, but we also know that favorable tax policy encourages them to give more and to give sooner.  As a result, the philanthropy of Americans is the envy of the world -- international representatives from nongovernmental organizations travel to the US to learn about our system of philanthropy and how they can replicate it in their own countries.  
As the Senate Finance Committee addresses the issues of nonprofit oversight, we urge that you not create solutions that are more complicated and vexing than the issues themselves.  It is especially important to the success of nonprofit organizations that donors not be discouraged or burdened with unmanageable regulations – particularly given that the overwhelming majority of donors to mainstream nonprofits give from their heart.  They are not seeking tax shelters or tax avoidance.  They give because they believe in the charity and its mission.  And while there are unquestionably a few bad apples, they do not represent most nonprofit organizations – or most donors.  This is particularly true of those who give works of art, regardless of the tax advantages; donors of works of art always experience a financial loss over what they would have gained had they sold the work and paid the tax.
These gifts of works of art go not only to large institutions in big cities; they also go to small art museums that dot the country forming the national fabric of our artistic and cultural heritage. The artistic and cultural heritage of the nation is not established by date 
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-- it is not a fixed period, rather it is a constantly moving continuum; and museums, true to their charge of preserving the nation’s heritage, must have access to the works that represent that ever-growing heritage.  Countless of those works are donated to art museums, many of which do not have funds to purchase works of art. And while it is true that museums generally refuse over 90% of the gifts offered to them, the gifts they do accept allow their collections to continue to grow while our heritage continues to be preserved.  
At the same time that they carry out the daunting task of protecting, presenting and preserving America’s treasures, art museums make heroic efforts to balance their books.  It is not easy; government funding is down, foundation spending often is targeted to special programs, and corporations are giving less, not more.  Meanwhile museums are called upon to do more in their communities with fewer resources – more after-school art programs, more art- in-the-schools programs, and programs for life-long learners, all the while caring for the art.

As public, nonprofit institutions, art museums that are part of the Association of Art Museum Directors are guided by a strict code of professional ethics that cover all aspects of museum governance including collection management, public programs, fiduciary responsibilities, fundraising and earned income.  The museums themselves have bylaws that reflect their public obligations and mission and are governed by community-minded boards of trustees who volunteer their time and, who, along with the director of the museum, are responsible for the institution. Museums make every effort to be as transparent as possible in dealing with donors and the public in order to retain their trust.
They take seriously the public trust they hold and look forward to working with you and your staff to ensure that the public’s interests continue to be served.  To that end, we urge the committee to:

· Strengthen the IRS Art Advisory Panel, by providing sufficient resources for the Panel to examine a more representative sample of individual gifts given to museums.
· Continue to have the IRS Art Advisory Panel serve as the government’s advocate in a dispute with the taxpayer.
· Require that appraisals meet uniform standards.

· Dramatically increase penalties against appraisers who willfully under or overvalue a gift of appreciated property.

In the draft white paper issued June 21, 2004 by the staff of the Senate Finance Committee there are several recommendations that could impact museum governance.  We will study those issues and consult with the membership and then look forward to communicating with the committee staff.
Thank you again, Mr. Chairman.
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