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July 27, 2007

House Ways and Means Oversight Subcommittee

Congressman John Lewis, Chairman

1136 Longworth House Office Building

Washington, DC  20515

Dear Chairman Lewis:


We would like to thank you for the opportunity to comment on the charitable provisions that were contained in the Pension Protection Act of 2006 (“PPA”).  The Association of Art Museum Directors, founded in 1916, represents over 170 art museums in the US.  We address our comments to you on behalf of our members, most of whom receive fractional gifts and view the ability to do so as an important tool to make the best art available to the American public. 


As you may be aware, many of the provisions included in the PPA have had a significant impact on charitable donations to the nation’s art museums. In particular, the new restrictions imposed on fractional gifts have resulted in a pronounced reduction in donations of artwork to museums across the country. The loss of important works represented by most fractional gifts will have a lasting negative impact on the public’s ability to view and appreciate invaluable works of art, most of which museums could not afford to purchase.


Section 1218 of the PPA tightened the requirements necessary for a taxpayer to receive an income tax deduction for the donation of qualified fractional gifts of tangible personal property to a museum. In most cases, these new rules also limited or reduced the available deduction for the donation of a fractional gift. These changes were made to address perceived abuses surrounding the deductions, particularly in cases where the donated artwork was not in the possession of the acquiring museums. While the changes were drafted to allow fractional gifts to continue to be made, they have effectively ended donations of fractional gifts to museums for several reasons. 


First, the reduction in the available income tax deductions received during the life of a fractional gift has made the donation of appreciating artwork financially imprudent. 

Second, the necessity to complete the gift in a ten-year period is a serious impediment to donors making substantial gifts. Third, the imposition of these changes on fractional gifts entered in to before passage of the PPA has impacted existing contracts for gifts raising questions of both fairness and the imposition of retroactive taxes. Fourth, the potentially unusual results created by modifying estate and gift tax rules applicable to fractional gifts has made planning for these donations practically impossible. While some of the above problems could be corrected through technical corrections, such as the estate and gift tax area, other changes will need substantive changes in law.  
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Already, museums are experiencing a cessation in fractional gift donations. The following are just a few examples that illustrate the problem:



· A West Coast contemporary art museum that was negotiating with a donor for his collection of 40 contemporary works has been informed by the donor that he would not be making the fractional gifts as a result of the law changes.
· An East Coast museum had a donor withdraw his offer for 13 contemporary drawings by well-known artists because of the new restrictions.
· A Santa Fe museum had a potential donor of a Tribal Folk Art collection worth approximately $2 million withdraw an offer to give the collection to the museum
· A Washington, DC museum had an offer to donate a 30% fraction on a collection of 20 prints and drawings withdrawn after the legislation was passed.
·  A Kentucky museum had received five important works as fractional gifts from a collection of 60 pieces of 20th century American Art.  Since the passage of the new law the remaining works have not been offered to the museum as had been promised before passage of the PPA. 


We look forward to working with you and your Subcommittee to ensure that the overwhelming benefits that the American public derives from their museums’ diverse and growing collections are enhanced by administrable and rational tax policy. While there may have been a need to correct potential abuses, we believe that the changes made in PPA went far beyond addressing these concerns and have had an unnecessary detrimental impact on our nation’s art museums.

Sincerely,

Gail Andrews

President, Board of Trustees, Association of Art Museum Directors

Director, Birmingham Museum of Art
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