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Recent Execu�ve Ac�ons on Public Sector Loan Forgiveness and “Poli�cal Violence”  
Signal Shi� in Scru�ny of Nonprofits 

By Darrell Smelcer, Special Counsel, and David Kamins, Associate, at Hunton Andrews Kurth 

Recent execu�ve orders and presiden�al memorandums signal a poten�al shi� toward 
increased scru�ny of nonprofit organiza�ons, with possible implica�ons to their 501(c)(3) 
status. While it is important to note that these direc�ves do not revoke an organiza�on’s 
501(c)(3) status and cannot legally do so on their own—they reflect a change in policy priori�es 
that could indirectly affect nonprofits engaged in advocacy, policy work, or other educa�onal 
ac�vi�es. The following sec�ons provide a closer look at two execu�ve direc�ves and their 
poten�al implica�ons for 501(c)(3) organiza�ons. For more informa�on on what a loss of 
501(c)(3) status could mean for your organiza�on, see How Will a Georgia Nonprofit 
Organiza�on Be Affected if its 501(c)(3) Status is Revoked? 

I. Execu�ve Order Restoring Public Service Loan Forgiveness:  

On March 7, 2025, the Trump Administra�on issued an Execu�ve Order �tled Restoring Public 
Service Loan Forgiveness (the “Order”) direc�ng the Secretary of Educa�on, in coordina�on 
with the Secretary of the Treasury, to propose revisions to the Public Service Loan Forgiveness 
Program (PSLF).1 Congress enacted PSLF in 2007 to encourage Americans to enter public service 
by promising to forgive their remaining student loans a�er comple�ng 10 years of service while 
making 10 years of minimum payments. The Order instructs federal agencies to revise PSLF 
eligibility so that individuals employed by organiza�ons whose ac�vi�es have a “substan�al 
illegal purpose” will not be eligible to par�cipate in the loan forgiveness program. The Order 
defines “substan�al illegal purpose” as: 

“(a)  aiding or abe�ng viola�ons of 8 U.S.C. 1325 or other Federal immigra�on laws; 
 
(b)  suppor�ng terrorism, including by facilita�ng funding to, or the opera�ons of, cartels 
designated as Foreign Terrorist Organiza�ons consistent with 8 U.S.C. 1189, or by engaging 
in violence for the purpose of obstruc�ng or influencing Federal Government policy; 
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(c)  child abuse, including the chemical and surgical castra�on or mu�la�on of children or 
the trafficking of children to so-called transgender sanctuary States for purposes of 
emancipa�on from their lawful parents, in viola�on of applicable law; 
 
(d)  engaging in a patern of aiding and abe�ng illegal discrimina�on; or 
 
(e)  engaging in a patern of viola�ng State tort laws, including laws against trespassing, 
disorderly conduct, public nuisance, vandalism, and obstruc�on of highways.” 

This  Order could increase scru�ny of certain nonprofits whose ac�vi�es may be viewed as 
falling within one or more of these five categories, poten�ally promp�ng heightened aten�on 
from certain federal agencies including the Internal Revenue Service (“IRS”). While this Order 
does not itself direct the IRS to conduct audits or change the requirements for maintaining 
501(c)(3) status, increased scru�ny could lead to compliance reviews that, in turn, may 
implicate an organiza�on’s 501(c)(3) status.2 Nonprofits engaged in immigra�on work, civil 
rights advocacy, or diversity-related ini�ates may therefore face greater risk of heightened 
scru�ny under this Execu�ve Order.3 

II. Presiden�al Memorandum Countering Domes�c Terrorism and Organized Poli�cal 
Violence:  

On September 25, 2025, the Trump Administra�on issued a Na�onal Security Presiden�al 
Memorandum (“Presiden�al Memo”) �tled Countering Domestic Terrorism and Organized 
Political Violence, with the aim of direc�ng a federal na�onal strategy to inves�gate and disrupt 
networks, en��es, and organiza�ons that “foment poli�cal violence.”4 The Presiden�al Memo 
tasks the Na�onal Joint Terrorism Task Force, with coordina�ng efforts with different federal 
agencies such as the Department of Jus�ce, Department of Homeland Security, Department of 
the Treasury, and federal law enforcement en��es, to inves�gate, prosecute, and disrupt the 
financial opera�ons of en��es and individuals engaged in organized campaigns of poli�cal 
violence.  

While this Presiden�al Memo does not directly amend the Internal Revenue Code, it has 
significant implica�ons for tax-exempt organiza�ons. Specifically, the Commissioner of the IRS is 
instructed to take ac�on to ensure that no tax-exempt en��es are directly or indirectly financing 
poli�cal violence or domes�c terrorism. When evidence suggests that a tax-exempt organiza�on 

 
2 Executive Order Highlights Risks to Nonprofit Tax-Exempt Status | Husch Blackwell. 
3 For more information on student loans, see Exploring Options for Student Loan Repayment Benefits for a 
Thriving Nonprofit Workforce. 
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has engaged in such conduct, the Commissioner of the IRS must refer such en��es to the 
Department of Jus�ce for further inves�ga�on and possible prosecu�on.5  

Following the issuance of the Presiden�al Memorandum, Atorney General Pam Bondi 
circulated a memorandum (“Bondi Memo”) on December 4, 2025, to all federal prosecutors, 
law enforcement agencies, and Department of Jus�ce grant-making components, with guidance 
on how to implement the Presiden�al Memorandum.6  

Notably, the Bondi Memo instructs federal law enforcement and federal prosecutors to consider 
any applicable tax crimes in cases in which extremist groups are suspected of defrauding the IRS 
and to refer such cases to the Department of Jus�ce to inves�gate and where appropriate, 
prosecu�on.  

Although the Presiden�al Memo and Bondi Memo do not explicitly revoke an organiza�on’s 
501(c)(3) status, they signal a policy shi� that could lead to increased scru�ny of tax-exempt 
organiza�ons perceived to be associated with organiza�ons engaged in poli�cal violence and 
domes�c terrorism. Organiza�ons opera�ng in poli�cally sensi�ve environments may face 
increased scru�ny regarding their structure, funding sources, grant-making and compliance with 
federal tax law. 

 

 
5 Sec. 2(j), Investigating Domestic Terrorist Organizations, Countering Domestic Terrorism and Organized 
Political Violence – The White House 
6 Office of Attorney General, Memorandum for All Federal Prosecutors, Law Enforcement Agencies, 
Department of Justice Grant-Making Components, Implementing National Security Presidential 
Memorandum-7: Countering Domestic Terrorism and Political Violence, 
https://www.taxnotes.com/research/federal/other-documents/justice-department-documents/investigate-
terror-groups-potential-tax-crimes-doj-says/7tc7w.  
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