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autiful Bill Act:
Excise Tax Changes
}lelatlve Update

STEPHANIE OSTEN, PRINCIPAL

The One Big Beautiful Bill Act was passed by Congress and signed into law by President Donald Trump on July 4,
2025. The legislation includes significant updates to the excise tax structure on net investment income of certain
educational institutions, with direct implications for private colleges and universities related to their endowments.

Changes to the Current Excise Tax

Previously, private colleges and universities with at least 500 students and $500,000 in endowment assets per student
were subject to a flat 1.4% excise tax on net investment income. The act increases the eligibility threshold for the
excise tax: Institutions must now have at least 3,000 tuition-paying students to be subject to the tax. This change
is expected to narrow the scope of impacted institutions while increasing the potential tax liability for the largest
endowments.

Effective for tax years after December 31, 2025, the law Student-Adjusted Endowment

introduces a graduated tax structure based on endowment  per FTE Student New Excise Tax Rate
size and student count, detailed at right. $500,000-750,000 1.4%
The new excise tax rate is ultimately lower than tiered  ¢750 000-2 million 4.0%

rates proposed in early legislation but still represents a
meaningful change for universities with student-adjusted
endowments over certain thresholds. Institutions near the $2 million per student threshold may face significantly
higher tax liabilities.

Over $2 million 8.0%

Private Foundation Excise Tax Remains Flat

While earlier proposals sought to introduce a tiered tax on private foundation investment income, the final legislation
preserved the current flat 1.4% rate. This stability is welcome news for private foundations, but legislative appetite
for higher taxes on endowed entities is clearly growing.

Considerations for Investors

Institutions should model excise tax exposure under the new tiered structure and determine their student-adjusted
endowment size. Affected institutions should evaluate their overall financial and investment position considering the
changes to determine if adjustments are needed:

= As tax burdens rise for large endowments, Boards and Investment Committees should evaluate the role of tax-
efficient strategies within the investment portfolio. Endowments facing a tax increase have strong incentives to

realize gains prior to year-end, in the absence of other constraints.
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= Review spending policy and liquidity needs considering reduced net returns and higher potential tax outflows.

= Stay tuned for further IRS guidance, which is expected later this year to clarify implementation details.

Universal Charitable Deduction Should Encourage Giving

One of the more notable provisions in the legislation is the reinstatement
of a universal charitable deduction. Starting in tax year 2026, all
taxpayers — regardless of whether they itemize — will be able to deduct
up to $1,000 ($2,000 for couples filing jointly) in charitable contributions
annually. This deduction is expected to:

= Encourage broader participation in annual giving, especially among
younger and non-itemizing donors

= Support giving campaigns tied to scholarships, student programs,
and unrestricted funds

= Potentially stimulate donor pipelines at a time when universities are
facing both rising costs and increasing scrutiny over endowment size

Nonprofit clients who rely on donations as a source of funding may want
to align messaging and outreach strategies to highlight this renewed tax
incentive, particularly in year-end campaigns and initiatives focused on
young donors.

POTENTIALLY ON THE HORIZON:
TAX-EXEMPT DEBT UNDER SCRUTINY
Access to tax-exempt municipal bonds
was not included in the bill, though
several lawmakers have revived
interest in limiting or eliminating
access to tax-exempt debt for private
colleges and universities, particularly
those with large endowments.

Potential changes to municipal debt
issuance echo prior tax reform efforts
(e.g., 2017's Tax Cuts and Jobs Act)
and are gaining attention in fiscal
reform circles. While no changes were
enacted in this round, the possibility of
future restrictions on university debt
issuance remains active in legislative
conversations.

Exhibit 1: Total gifts to endowments increased in FY24 after briefly declining in FY23
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Source: NACUBO-Commonfund Study of Endowments 2024, 2023, NACUBO-TIAA Study of Endowments 2021 All fiscal years ending June 30.

Conclusion

The changes enacted in the One Big Beautiful Act represent a shift in taxation of university endowments. Institutions
should assess the specific impact of the excise tax changes on their organization and determine if any adjustments

to the current investment strategy are appropriate. ®
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CONFIDENTIALITY NOTICE: This communication, including attachments, is for the exclusive use of the addressee and contains
proprietary, confidential and/or privileged information; any use, copying, disclosure, dissemination or distribution is strictly
prohibited. Marquette Associates, Inc. retains all proprietary rights they may have in the information.

Marquette Associates, Inc. (“Marquette”) has prepared this document for the exclusive use by the client or third party for which
it was prepared. The information herein was obtained from various sources, including but not limited to third party investment
managers, the client’s custodian(s) accounting statements, commercially available databases, and other economic and financial
market data sources.

The sources of information used in this document are believed to be reliable. Marquette has not independently verified all of the
information in this document and its accuracy cannot be guaranteed. Marquette accepts no liability for any direct or consequential
losses arising from its use. The information provided herein is as of the date appearing in this material only and is subject to
change without prior notice. Thus, all such information is subject to independent verification and we urge clients to compare the
information set forth in this statement with the statements you receive directly from the custodian in order to ensure accuracy of
all account information. Past performance does not guarantee future results and investing involves risk of loss. No graph, chart,
or formula can, in and of itself, be used to determine which securities or investments to buy or sell.

Forward-looking statements, including without limitation any statement or prediction about a future event contained in this
presentation, are based on a variety of estimates and assumptions by Marquette, including, but not limited to, estimates of future
operating results, the value of assets, and market conditions. These estimates and assumptions, including the risk assessments and
projections referenced, are inherently uncertain and are subject to numerous business, industry, market, regulatory, geopolitical,
competitive, and financial risks that are outside of Marquette’s control. There can be no assurance that the assumptions made in
connection with any forward looking statement will prove accurate, and actual results may differ materially.

The inclusion of any forward-looking statement herein should not be regarded as an indication that Marquette considers forward-
looking statements to be a reliable prediction of future events. The views contained herein are those of Marquette and should
not be taken as financial advice or a recommendation to buy or sell any security. Any forecasts, figures, opinions or investment
techniques and strategies described are intended for informational purposes only. They are based on certain assumptions and
current market conditions, and although accurate at the time of writing, are subject to change without prior notice. Opinions,
estimates, projections, and comments on financial market trends constitute our judgment and are subject to change without
notice. Marquette expressly disclaims all liability in respect to actions taken based on any or all of the information included or
referenced in this document. The information is being provided based on the understanding that each recipient has sufficient
knowledge and experience to evaluate the merits and risks of investing.

This presentation does not constitute an offer to sell, or a solicitation of an offer to buy, any interest in any investment vehicle,
and should not be relied on as such. Targets, ranges, and expectations set forth in this presentation are approximations; actual
results may differ. The information and opinions expressed herein are as of the date appearing in this material only, are subject to
change without prior notice, and do not contain material information regarding the Marquette Model Portfolio, including specific
information relating to portfolio investments and related important risk disclosures. The descriptions herein of Marquette’s
investment objectives or criteria, the characteristics of its investments, investment process, or investment strategies and styles
may not be fully indicative of any present or future investments, are not intended to reflect performance and may be changed
in the discretion of Marquette. While the data contained herein has been prepared from information that Marquette believes to
be reliable, Marquette does not warrant the accuracy or completeness of such information. Client account holdings may differ
significantly from the securities in the indices and the volatility of the index may be materially different from client account
performance. You cannot invest directly in an index.

About Marquette Associates

Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest caliber of
service. Our expertise is grounded in our commitment to client service — our team aims to be a trusted partner and
as fiduciaries, our clients’ interests and objectives are at the center of everything we do. Our approach brings together
the real-world experience of our people and our dedication to creativity and critical thinking in order to empower our
clients to meet their goals. Marquette is an independent investment adviser registered under the Investment Advisers
Act of 1940, as amended. Registration does not imply a certain level of skill or training. More information about
Marquette including our investment strategies, fees and objectives can be found in our ADV Part 2, which is available
upon request and on our website. For more information, please visit www.MarquetteAssociates.com.
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