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As we experience the seasons of
Thanksgiving, Advent, and Christmas, we
witness the best of people in service to those
in need. May our membership continue to
live this way daily! I think we can all agree
that our recent annual meeting in San
Diego was like the perfect beginning to this
blessed time.
I am happy to start my term as DFMC
President with great news for which we can
all rejoice and be very proud. First is the
exciting and joyful news that our former
Episcopal Moderator, Most Reverend Kevin
Farrell, has not only been called by Pope
Francis to Rome to create and head a new
dicastery, Laity, Family, and Life, but he will
also be elevated to cardinal at the upcoming
consistory! We are truly blessed and must all
keep Cardinal Farrell in our daily prayers as
he takes up this formidable challenge.
That is not all. We have even more to
be thankful for. It is my pleasure to
announce that the new DFMC Episcopal
Moderator is Most Reverend Barry C.
Knestout, Auxiliary Bishop of Washington!
Please join me in welcoming Bishop
Knestout to the DFMC. We are so grateful
to God for this special gift and to Bishop
Knestout for his generosity in guiding us as
we continue to be of service to the Church.
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Patrick Markey informed us that we set
a record in San Diego with 335 attendees!
No doubt we brought this spirit of service
experienced there back to the dioceses
where we serve. I can honestly say that our
time in San Diego changed my life for the
better. I was touched by the friendliness and
hope of the homeless we encountered and
daily I am reminded that Reverend Gregory
J. Boyle, S. J. challenged us to meet those in
the margin.
It is with this attitude that I confess I
am deeply humbled to serve as your DFMC
president for the next year. I must admit
that our Past President, Brad Wilson of
Atlanta, is a hard act to follow. In 2015, he
chaired the Program Committee and was
our host CFO for Atlanta. In 2016, he led
us to record-breaking attendance while
marshaling in much-needed rain to San
Diego.
While grateful for our time together I
look forward with great anticipation for the
year ahead. There is much to do to
continue serving those in need. I am
confident that the Program Committee,
under the leadership of Chair Kevin Kiley
from the Diocese of Fall River, will provide
another great program for the 2017
meeting. I cannot stress enough the
opportunities we have to network with our
fellow attendees, speakers, exhibitors, and
staffs of DFMC and Plaza Meetings. This is
not only one of the most rewarding
opportunities the annual meeting provides
but an opportunity we have year around.
In fact, the DFMC is a group of
members that confers throughout the year
as well as seeing each other at least once
annually. For example, the Staff of the
Diocese of Wheeling-Charleston has
already discussed human resource software
we hope to implement with the staff of the
MORE ON PAGE 2
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Diocese of Fort Worth. This stems from another conversation that took place at lunch in
San Diego prompted by our 2017 host, Bill Baird of the Archdiocese of Baltimore. While
talking with Bill about recent flooding in West Virginia he shared about an initiative that
the archdiocese had begun with a farm to help alleviate hunger. As a result, the
Archdiocese of Baltimore is now assisting the Diocese of Wheeling-Charleston to help
those left destitute by recent floods and storms in Southern West Virginia. The
Archdiocese of Baltimore and First Fruit Farms have by now donated 480 fifty pound
bags of potatoes, approximately 12 tons of potatoes, to Catholic Charities with more to
come! These are the wonderful things that happen when the DFMC family meets and
works together as we labor for the good of the Church.
I want to take this opportunity to say thank you to our current and past board
members; to Patrick Markey and Kelly Madonna, our DFMC staff; and to Debbie
Radzyminski and the staff of Plaza Meetings for continuously raising the bar at each
consecutive annual meeting.
Again, I affirm, I am honored and humbled to serve as your President this year.
Please plan on attending the DFMC Conference 2017 in Baltimore, Maryland, and help
us welcome our new Episcopal Moderator, Bishop Barry Knestout. We are so thankful
for his agreeing to be our moderator. The Board of Directors looks forward to working
together with him this year and we can all look forward to interact with him at the 2017
annual meeting.
I can only imagine what we can accomplish collectively, the more we collaborate. We
can change the world! ✟

Archdiocese of Washington

Most Rev. Donald W. Trautman,
STD, SSL
Episcopal Moderator Emeritus
Diocese of Erie

Patrick A. Markey
Executive Director

Mark Your Calendars Now!
DIOCESAN FISCAL MANAGEMENT CONFERENCE
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Jeff P. Trumps
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Bradley J. Wilson
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Discounted Air Transportation
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DFMC welcomes 7 new CDFM's and 16 CPE courses
Now in its 8th year, the Certified Diocesan Fiscal Management (CDFM) program welcomes seven
new members who sat for and passed the exam at this year’s 2016 conference in San Diego. This feat
marks the first time that everyone sitting for the exam passed. These seven join 32 other fiscal office
staff who have been awarded the CDFM designation since it was initiated in 2009 at the Chicago
DFMC conference.
This year’s successful CDFMs are Mac Bryant, Denver; Lisa Ciliberto, Camden; Teresa Conville,
San Jose; Kathleen Hogan, Joliet; Charles Lawrence, Boise; Shirley Pajanor, San Diego; and David
Reed, Toledo. Terry Dumas from Austin and Jack Husack from Atlanta also sat for and passed the
exam and will be awarded the CDFM designation when they meet the annual conference
requirements.
The DFMC also now has 16 continuing education (CPE) courses available online for its members.
The courses, modeled after the disciplines covered by the CDFM exam, range in length from one to
Daniel Stremel
four credit hours and total 32 online credits. The courses are NASBA approved and were written by
Dr. Wayne Lenell, CPA, CDFM, Director of Finance for the
Diocese of Rockford and were reviewed by Daniel M. Stremel,
Current Listing of Certified Diocesan Fiscal Managers
CPA, CDFM, Director of Finance for the Diocese of Dodge City.
(a/o 10/12/16 - by year then alphabetical within year)
Lenell and Stremel are both former board members and past
Dr. Wayne M. Lenell, Diocese of Rockford (2009)
presidents of the DFMC and have been involved with the CDFM
Mr. Daniel M. Stremel, Diocese of Dodge City (2009)
and CPE projects since their inception.
Mr. Scott A. Hoselton, Diocese of Fargo (2010)
The CDFM exam participants have in past years relied on a
Deacon Jim P. Hoy, Inactive (2010)
study guide in preparing for the exam, but with the
Mr. Glenn J. Landry, Diocese of Houma-Thibodaux (2010)
implementation of the CPE online courses, the courses now serve
Mr. Kathleen Laseter, Inactive (2010)
Mr. Peter M. McPartland, Diocese of Venice (2010)
as a study guide for the exam and exam questions in the future are
Mr. Thomas H. Riordan, Diocese of Monterey (2010)
anticipated to come from the courses, reinforcing the learning
Ms. Laura J. Williams, Diocese of Tyler (2010)
objective of the online courses as well as the subject matter for
Mr. Bradley J. Wilson, Archdiocese of Atlanta (2010)
each of the exam disciplines.
Mr. Greg Wolfe, Diocese of Little Rock, Inactive (2010)
At this year’s San Diego conference, President Brad Wilson
Mr. Francis Wong, Archdiocese of Vancouver (2010)
announced that Lenell and Stremel will be stepping down from
Mr. Brian Buckingham, Inactive (2011)
the CDFM committee at the conclusion of this conference and
Mr. Robert J. Cox, Diocese of Evansville (2011)
thanked them for their service. He emphasized the need for other
Ms. Julie Shewmaker, Inactive (2011)
CDFM’s to become involved on the committee to promote the
Deacon Jeff P. Trumps, Diocese of Lafayette in Louisiana (2011)
CDFM exam and to continue to update and improve the CPE
Mr. James E. Abernathy, Diocese of Memphis Inactive (2012)
Mr. Michael P. Canizzaro, Inactive (2012)
courses.
Mr. Patrick A. Kelly, Diocese of Youngstown (2012)
Some of the main duties of the CDFM committee are as
Ms. Joan Loffredo, Diocese of Salt Lake City (2012)
follows: Promote the concept of the CDFM throughout the
Ms. Leticia Q. Macias, Diocese of El Paso (2012)
membership including the CDFM overview; maintain the NASBA
Ms. Debra C. Swisher, Diocese of Lexington (2012)
certification for the online CPE courses and conference
Deacon Hans Michael Toecker, Diocese of Nashville (2012)
presentations; update and improve the existing CPE online
Mr. Michael E. Warren, Archdiocese of Atlanta (2012)
courses; consider extending the scope of the existing CPE courses;
Ms. Laura J. Clark, Diocese of San Bernardino (2013)
create new qualified online courses; administer the CDFM exam;
Mr. Kevin R. Kiley, Diocese of Fall River (2013)
update and improve the CDFM exam; and maintain the required
Mr. Michael J. McGee, Diocese of Richmond (2013)
documentation required by NASBA for the CPE courses.
Mr. Martin A. Hoak, Diocese of Burlington (2014)
Ms. Cynthia Martin, Diocese of Fresno (2015)
The board of directors discussed strategies to continue
Ms. Sheila Murray, Diocese of Greensburg (2015)
promoting the CDFM exam process and the CPE courses through
Ms. Gerrie Lenn Pimentel, Diocese of Fresno (2015)
the involvement of the CDFM committee at their recent board
Mr. Phillip Signore, Diocese of St. Petersburg (2015)
meeting, and are developing plans which will be shared in the near
Mr. Rolla “Mac” Bryant, Archdiocese of Denver (2016)
future with the DFMC membership.
Ms. Lisa M. Ciliberto, Diocese of Camden (2016)
The 16 CPE courses are available online at the DFMC
Mrs. Teresa Conville, Diocese of San Jose (2016)
website and can be accessed through the members only section. If
Ms. Kathleen K. Hogan, Diocese of Joliet (2016)
you are interested in learning more about the CPE courses or the
Mr. Charles J. Lawrence, Diocese of Boise (2016)
CDFM exam, please visit the DFMC website at www.dfmconf.org
Ms. Shirley Pajanor, Diocese of San Diego (2016)
or call Patrick Markey at the national office. ✟
Mr. David A. Reed, Diocese of Toledo (2016)
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Sleeping on the Job?
(...and Other Compensable Time Questions)
This article is reprinted with permission
of the National Business Officers Association (NBOA). It complements the topic of
the concurrent session Ms. Grace Lee gave
at the 2016 DFMC Annual Meeting in
San Diego, California: “Understanding
the New Federal Rules and Exceptions.”
It was originally published in the March/
April edition of “Net Assets,” the NBOA's
bimonthly magazine.

Grace Lee, NBOA
While fundraising events, overnight trips and training
programs can be excellent opportunities for school employees, they can also create confusion when it comes to paying
non-exempt or hourly employees who work beyond their
regular schedule. When non-exempt staff work a “regular”
scheduled workweek, it is relatively easy to calculate their
hours and pay them properly. Tracking hours becomes more
challenging when they travel or participate in additional
activities. The Fair Labor Standards Act (FLSA) has special
rules for work travel and other compensable time spent by
non-exempt employees.
Generally under the FLSA, nonexempt employees are
paid overtime for all time worked over 40 hours in a workweek. A workweek is defined as seven consecutive days
beginning when the employer chooses (for example, 12 a.m.
Sunday to 11:59 p.m. Saturday) and must be predetermined.
“Compensable time” is any time a nonexempt employee has
been assigned or permitted to work. This may include work
performed at school, at home and even before or after the
regular work day.

Work Travel and Overnight Trips
If a non-exempt employee is required to travel on an
overnight trip, he or she must be compensated for all hours
spent performing work at the destination. What is not
compensable is “duty-free” time: when the employee is free
to come and go, is sleeping or otherwise has free time at the
hotel, even though she is only there because of work. What
about travel time for an overnight trip? Travel that involves
an overnight stay is compensable only if it happens during
the hours of her regular work day, whether it’s a “regular
work day” or a day on which she usually doesn’t work.
Assume she regularly works from 9 a.m. to 5 p.m.
Monday through Friday. Her travel time for overnight trips
is compensable if it happens between those hours, even on a
Saturday or Sunday, but not if it is outside these hours—for
instance, if she departs at 6 p.m. by bus to a campsite for an
outdoor education trip. If that same bus ride started at 3
p.m. and ended at 5 p.m., the employee would be
compensated for those two hours.
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What about one-day travel? If a non-exempt employee
must travel for work and returns home the same day, the
employee must be compensated for time spent traveling
above and beyond her regular commuting time.
Then again, if the employee performs any work while
traveling—whether for a one-day or overnight trip—that
time must be paid regardless of when the travel takes place.
As a result, it is important to establish and communicate
clear policies for non-exempt employees regarding whether
work may be performed during work travel time (on the
plane, bus, train, etc.).

Fundraisers, Book Drives and Other Events
Schools commonly have evening auctions, receptions, book
drives and other events outside of the regular work day. In
general, if a non-exempt employee is required to attend such
an event, that time is considered compensable even if she is
not performing work that she usually performs in the regular
work day.
For example, if the school requires all employees,
including non-exempt staff, to “volunteer” two hours at the
weekend book drive, those hours must be included as
compensable time. If, however, a non-exempt employee truly
volunteers for an event outside regular work hours and does
not perform work she regularly performs, those hours do not
need to be compensated. For example, a teaching assistant
who volunteers to be a greeter at a Saturday night auction,
and is not required to volunteer, need not be paid for that
time.

Seminars, Lectures and Training Programs
When non-exempt school employees attend lectures,
meetings, training programs and similar activities, their time
is NOT working time if all of the following criteria are met:
• Attendance is outside their regular working hours
• Attendance is voluntary
• The course, lecture or meeting is not directly related to
their job, and
• They do not perform any productive work during such
		 attendance
A seminar or training program is “directly related” to an
employee’s job if it is designed to help her perform her job
more effectively. However, if a school offers a lecture by an
author or motivational speaker for employees’ general
benefit, voluntary attendance outside of work hours is not
hours worked, even if it is job-related or paid for by the
school. Likewise, schools do not need to pay employees who
voluntarily attend after-hours independent courses and
classes that the school does not require. Even if the school
pays for part of the tuition through an employee benefit
plan, the time spent at the course is not compensable time.
MORE ON PAGE 5

CONTINUED FROM PAGE 4

Recommendations
• Ensure that all employees are properly classified as
exempt or nonexempt.
• For nonexempt employees, keep clear records of hours
worked.
• Train supervisors to monitor non-exempt employees
and clearly establish when an activity is voluntary or
mandatory.
• Set a clear policy that non-exempt employees must
		 seek approval before working beyond their regular
		 schedule (including working from home, working while
traveling, working late or coming in early).
Grace Lee is NBOA’s vice president, legal affairs. Lee is an independent
school law attorney who has represented independent schools in various
employment and related matters. At NBOA, she provides guidance and
oversight of association resources and programs in the areas of employment issues, risk management, and other compliance and regulatory
matters that impact independent school operations. ✟

At Breckinridge Capital Advisors,
our robust, proprietary tools can effectively
build and manage customized separate accounts
to accommodate Catholic mandates.

To learn more, please visit www.breckinridge.com
or call Cara Early at 617-443-1120.
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NEW BOARD MEMBERS
The election of members to the DFMC Board of Directors was conducted in conjunction with the
annual meeting in San Diego, California. Laura J. Clark (San Bernardino) was elected and appointed
to an initial term. William G. Fisher (Wheeling-Charleston), Mr. Kevin R. Kiley (Fall River), Anthony
R. Rabago (Phoenix) were re-elected to additional terms.✟

Laura J. Clark

William G. Fisher

Mr. Kevin R. Kiley

Anthony R. Rabago

San Bernardino

Wheeling-Charleston

Fall River

Phoenix

NEW BOARD OFFICERS ELECTED FOR 2016/17
Following the general election of new members to the Board of Directors, the following members accepted service as
2016/17 Officers: William G. Fisher (Wheeling-Charleston) President; Kevin R. Kiley (Fall River) Vice President/
Program Chair; Robert L. Ash (Louisville) Treasurer; and Susan L. Clifton (Fairbanks) Secretary. ✟

William G. Fisher

Mr. Kevin R. Kiley

Robert L. Ash

Susan L. Clifton

President
Wheeling-Charleston

Vice President/Program Chair
Fall River

Treasurer
Louisville

Secretary
Fairbanks
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COMMITTEES FOR 2016/17
Executive/Goverance

Audit

Chair: Mr. William G. Fisher
Mr. Kevin R. Kiley
Mr. Robert Ash
Ms. Susan L. Clifton
Most Reverend Barry C. Knestout

Chair: Mr. Robert L. Ash
Mr. Richard K. Austin
Ms. Susan L. Clifton
Mr. Kevin R. Kiley
Mr. Bradley J. Wilson

Communications/Strategic Planning

Program Planning

Chair: Ms. Susan L. Clifton
Mr. William W. Biggs
Ms. Laura Clark
Mr. Kevin R. Kiley
Mrs. Mary Beth Koenig
Mr. Jeff P. Trumps

Chair: Mr. Kevin R. Kiley
Mr. Bill Baird (Site Chair—Baltimore)
Mr. David E. Hessel
Mrs. Mary Beth Koenig
Mr. Anthony R. Rabago
Mr. Jeff P. Trumps

The DFMC would like to THANK and RECOGNIZE
our 2016/17 Gold-Level Exhibitors
Arthur J. Gallagher & Co.

Grant Thornton

Ave Maria Mutual Funds

Our Sunday Visitor

Benefit Allocation Systems, Inc.

ParishSOFT

Breckinridge Capital Advisors

Paycor Inc.

CapTrust Advisors, LLC

PrimePay

Christian Brother Investment
Services

Smart Tuition

Christian Brothers Services

USI Consulting
Waldorf Risk Solutions, LLC
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WE'RE GETTING EXCITED FOR THE 2017 CONFERENCE IN

Baltimore, Maryland!

©Visit Baltimore

©Visit Baltimore

Providing Catholic Organizations
with Comprehensive Plans
and Solutions
˃ Catholic School Management
˃ Employee Health Plan

INSTITUTIONS GLOBALLY SINCE 1981.
info@cbisonline.com

8 FALL 2016

I

800.592.8890

˃ Employee Retirement Savings
˃ Clergy Health & Retirement
˃ Website Design/Board Portals

cbservices.org • 800.807.0100
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A TRUSTED PARTNER FOR CATHOLIC

˃ Employee Pension Plan
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CBIS works with Catholic institutions in aligning their
investments with the teachings of the Church to promote
the common good. Through our Catholic Responsible
InvestingSM approach, CBIS seeks to inspire companies
to help combat human traffickers who take people from
loved-ones, strengthen human rights policies to protect the
impoverished and unborn, provide access to medicine for
those in need, build a more diverse workforce, or heal the
fragile environment. We believe our efforts have touched
countless lives while helping make sure ministries are
financially able to continue their work.
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RECOGNIZING LONG TERM MEMBERS
Celebrating 30 Years

Celebrating 40 Years

Mr. David Murphy
Diocese of Erie

Mr. Robert G. Doerfler

Mr. John J. Maxwell

Diocese of Colorado
Springs

Diocese of Springfield

Celebrating 25 Years

in Illinois

Most Reverend
Donald Trautman
Diocese of Erie

Celebrating 15 Years
Mr. Thomas J. Holzer - Diocese of New Ulm
Ms. Janet Vespa - Diocese of Springfield in Illinois
Mr. Phillip E. Whitson - Diocese of Amarillo

Celebrating 10 Years
Mr. Paul Damerow

Mr. Gregor A. Seagrave

Mr. Steven D. Timmel

Diocese of
Corpus Christi

Diocese of

Diocese of Buffalo

Corpus Christi

Mr. Bradley J. Wilson - Archdiocese of Atlanta
Mr. Joseph Anderson - Diocese of Phoenix
Mr. Robert Ryan - Archdiocese of Saint Louis
Ms. Barbara A. Murin - Diocese of Albany
Mr. Michael J. Brown - Diocese of Victoria in Texas

Celebrating 20 Years

Mr. Michael F.
Bannwarth
Diocese of Sioux Falls

Mr. Robert J. Cox
Diocese of Evansville

Ms. Denna Renee
Knowles
Archdiocese of Nassau

Mr. Timothy Schab
Michigan Catholic
Conference
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Committed to Catholic
Investment Programs
Proud GOLD Sponsor of
the San Diego DFMC!
Managing Principal Stephen H. Schott and the
CapTrust Team wish you a blessed
Thanksgiving and a very Merry Christmas!
General Funds

Deposit & Loan

Endowments & Foundations

Pensions

401(k) & 403(b) Plans

CapTrust Advisors, LLC
Tampa

Hollywood, FL

888/697-5908 Toll Free

www.captrustadv.com

What projects
Parish Needs
have your parishes
Replace leaky ro
of
been putting off?
Replace carpet

Leadership,
Dependability,
Reliability
and Reward–

The Parish Capital Campaign
from Our Sunday Visitor
is a complete consulting,
communication and recording
program focused on vital
parish projects.This solution
makes it simple for parish staff
to implement and complete
a successful campaign. Parish
Capital Campaigns also
provide the parish a way
to separate capital funding
needs from regular offertory.

How do you identify
the right partner?

Providing insurance and risk management solutions to Catholic Dioceses since 1928

Wheelchair ram
ps
New HVAC syst
em
Repaint sanctu
ary
Repair organ

Contact us today for a feasibility
study to determine the level of
success your parishes can achieve!

WALDORF RISK SOLUTIONS, LLC

1.800.275.9762

(800) 348-2886, ext. 2539

waldorfrisksolutions.com
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LAW BRIEFS

2016 Conference in San Diego, California
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LAW BRIEFS

REGULATORY ISSUES
Charity’s Online, Catalog and Retail Sales Subject to UBIT
The IRS examined and assessed unrelated business income tax against a section 501(c)(3) organization whose purpose is to “conserve and promote America’s culturally diverse but endangered garden and food crop heritage for future generations by
collecting, growing, and sharing heirloom seeds and plants.”
Note: Although the technical advice memorandum published by the IRS pursuant to section 6110 is, as required by law, redacted to protect the identity of the taxpayer, it is possible, based on the non-redacted portions concerning the organization’s mission
and the memo’s citations to rulings regarding horticultural organizations, that the organization is Seed Savers Exchange, which
maintains a “collection of more than 20,000 heirloom and open-pollinated vegetable, herb, and plant varieties, including over
1,000 varieties of heritage apple trees.”
The organization’s charitable purposes include providing research and education about its conservation activities (including on
its website), and conducting workshops, seminars, conferences, and other events open to the general public. The organization is
supported by donations and also revenue from the sale of products through its catalog, available both online and in print, and
through unrelated retail outlets. Approximately 20 percent of the products are produced by the organization’s own employees,
while the remainder are produced by third parties, although the organization provides quality control through inspection and
monitoring.
According to the IRS, the organization conducts sales “continuously” through its print and online catalog and through retail
locations in a manner and with a regularity similar to that of non-exempt suppliers of the same product. A Treasury regulation,
“Size and extent of activities,” cited by the IRS provides that “where income is realized by an exempt organization from activities
… which are conducted on a larger scale than is reasonably necessary for performance of such functions, the gross income
attributable to that portion of the activities in excess of the needs of exempt functions constitutes gross income from the conduct
of unrelated trade or business.” Treas. Reg. § 1.513-1(d)(3).
Practice Point: An organization that operates a gift shop
elsewhere in the city, in a kiosk at the mall, at an airport, or
in an entirely different city, will not alone cause its sales to be
subject to UBIT. In TAM 9550003 (Dec. 15, 1995), the IRS
considered a museum which conducted “extensive off-site
sales activities,” both related and unrelated, including retail
stores, gift shops, an outlet located in another city, mail-order
catalogues, [and] advertisements in various other publications,” noting that while it is “not unreasonable to infer from
this that the purpose behind the off-site sales activities is a
commercial one,” the IRS cited Rev. Rul. 73-104 for the
proposition that “neither the proximity of the sale to the
museum’s location nor the fact that the individual purchaser
never sets foot on the property matters.” It is unclear from the
current memorandum whether the IRS, in citing Treas. Reg.
§ 1.513-1(d)(3), is suggesting that the sales were too extensive
as compared with the revenue from its donations and other
exemption functions, whether there were simply too many
sales locations to be “reasonably necessary,” or whether the
IRS is retreating from the rather permissive stance in the
1995 TAM.
The organization argued that the sales were related to its
exempt purposes and contributed importantly to its educational function by encouraging buyers to visit its visitor center
or the educational pages of its website. Each package it sold
referenced its website, and customers who made online purchases subsequently received periodic educational
e-newsletters. The IRS found this connection too tenuous: an
This information is derived from the financial statements of the Diocesan Fiscal Management Conference which have been audited by
Wallace Plese + Dreher, L.L.P., independent auditors. The information should be read in conjunction with the financial statements and related
notes included therein. The complete DFMC 2015 and 2014 Financial Statements can be found at www.dfmconf.org.
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CONTINUED FROM PAGE 14

organization’s educational website does not render the product packaging educational, or cause separate trades or businesses to
contribute importantly to an organization’s educational purposes. Unlike the art museum in Rev. Rul. 73-104, which sold greeting
cards depicting reproductions of work in its collection, and which included the artist’s name, the work’s title, and the date and
period of its creation—according to the IRS, that information, together with a reproduction of a unique work in the museum’s
collection, would encourage someone to visit the museum to see the original—the product packaging in this case imparted little
or no information that was not already available on packaging provided by comparable commercial vendors of the same products.
Practice Point: It is common practice for a charitable organization that sells products related to its exempt purposes to provide
educational material with each product, particularly where a comparable product might be sold by a for-profit organization. The
Audubon Society, for example, sells stuffed birds that make authentic sounds and which include information about the species,
including migration patterns. The Audubon Society treats such sales as furthering its exempt function. Another way an organization might avoid UBIT is to license a product to a third party that is neither its agent nor a controlled entity, so that any revenue
qualifies as a royalty within the meaning of section 512. (continued on next page)
The IRS also determined that the product sales were not exempt under a “by-products” theory, in which an organization may
sell products which result from the natural performance of its exempt functions, rather than through a further business endeavor
that exploits a product beyond that reasonably appropriate or necessary for its disposition. In this case, the organization was found
not to be selling mere by-products or remains of products that resulted from its conservation functions, but rather which were
produced through a joint venture in which the organization ensured it had sufficient quantity to satisfy consumer demand and to
sustain a viable and profitable business. –M.G.

IRS Chief Counsel Confirms Application of Universal Availability
Requirement to Employees of 501(c)(3)’s Disregarded Entity
In a Chief Counsel Memorandum issued by the TEGE Associate Chief Counsel to TEGE Division Counsel, the IRS Chief
Counsel reiterated that not only are the employees of a 501(c)(3) organization’s single-member limited liability company which is
treated as a disregarded entity permitted to participate in the 501(c)(3) owner’s 403(b) plan, but they must be allowed to participate
to the extent necessary to comply with the universal availability requirement.
Practice Point—Disregarded Entities: Treasury regulations
provide that an “eligible entity,” usually a single member limited liability company (“SMLLC”) or an unincorporated
association, will be disregarded as an entity separate from its
owner if it has a single owner and does not elect to be treated
as separate from its owner. See Treas. Regs. §§ 301.7701-3(a),
(b)(1). Entities not eligible to be treated as disregarded include
trusts and incorporated entities. See Treas. Regs. §§ 301.77012(a), (b)(1). In most cases, an entity that is disregarded as an
entity separate from its owner will nonetheless be treated as a
corporation for employment tax purposes. See Treas. Reg. §
301.7701-2(c)(2)(iv). An eligible entity may elect to be treated
as separate from its owner by filing Form 8832, Entity
Classification Election, or be deemed to have elected to be
treated as separate from its owner by claiming to be exempt
from tax under section 501(a), such as by filing a Form 1023,
Form 1023-EZ, Form 990, or requesting inclusion in a group
ruling. See Treas. Regs. §§ 301.7701-3(c)(1)(i), (v)(A).
As reported in the October 2015 issue of Law Briefs (“IRS
Rules that Employees of a 501(c)(3)’s Disregarded Entity
May (Actually, Must, in Most Cases) Participate in the 501(c)
(3)’s
403(b) Plan”), the IRS issued a private letter ruling to a 501(c)
(3) multi-hospital health system that the employees of its disregarded entity could participate in the disregarded entity’s
owner’s 403(b) plan. (continued on next page)

RETIREMENT PROGRAMS TO FIT
YOUR CHURCH PLAN NEEDS
CHURCH PLAN SOLUTIONS
For years, our actuaries and consultants have
partnered with dioceses and archdioceses across
the country to provide consulting and administrative
services for their retirement programs. Some of our
services include:
•
•
•
•
•
•

Defined Benefit Plan | Actuarial & Consulting
Defined Benefit Plan | Outsourcing & Technology
403(b) and 401(k) Plan Investment & Consulting*
Participant Communication & Education
Regulatory & Compliance
Group Annuity Consulting & Brokerage

USI Consulting Group
261Madison Avenue, 5th Floor
New York, NY 10016
212.878.0411

usicg.com/churchplans

*Investment advice provided to the Plan by USI Advisors, Inc. Under certain arrangements,
securities offered to the Plan through USI Securities, Inc. Member FINRA/SIPC.
95 Glastonbury Blvd. | Glastonbury, CT 06033 | 860.652.3239
Both USI Advisors, Inc. and USI Securities, Inc. are
wholly owned subsidiaries of USI Consulting Group.
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Practice Point—Universal Availability: The universal availability requirement is a nondiscrimination rule, which generally
provides that all employees of an eligible employer must be permitted to have elective deferrals made under a section 403(b) plan
on their behalf. There are exceptions for employees eligible under another section 403(b) or 401(k) plan, employees who are nonresident aliens, and employees who work fewer than 20 hours per week. If the 403(b) plan covers employees of more than one
section 501(c)(3) organization, as many plans do, the universal availability requirement applies separately to each common law
entity. See Treas. Regs. §§ 1.403(b)-5(b)(1), -5(b)(3)(i). The universal availability rule does not apply to a 403(b) contract purchased
by a “church” as defined in section 3121(w)(3)(A) or by a “qualified church-controlled organization” as defined in section 3121(w)
(3)(B). See Treas. Regs. §§ 1.403(b)-5(d), -2(b)(5).
An eligible employer which may sponsor a 403(b) plan includes a section 501(c)(3) organization with respect to any of its employees. A subsidiary or affiliate of an eligible employer must itself be an eligible employer for its employees to participate in the 403(b)
plan. Thus, because a disregarded entity has presumably not been deemed to make an election to be treated as separate from its
owner, e.g., by filing Form 1023 or requesting inclusion in a group ruling, it is not a section 501(c)(3) organization and it would
not be an eligible employer under section 403(b). The memorandum recognizes that because a disregarded entity is treated as a
branch or division of its single member owner (and because section 403 is not an employment tax provision), the employees of
the SMLLC are treated as employees of the eligible 501(c)(3) owner-employer.
Practice Point—USCCB Group Ruling: The USCCB group ruling recognizes that disregarded entities are not “part of the
group ruling” by permitting dioceses to utilize Form 0928-4, Request for Inclusion of Activity/Ministry in Official Catholic
Directory, to add a disregarded entity to an existing organization’s listing in the OCD, much as one might list a branch, division,
office, or program of an existing organization.
The memorandum also concludes that employees of a disregarded entity may participate in the single member owner’s section
457 nonqualified deferred compensation plan. Participation is not required, however, because there is no universal availability
requirement under section 457. –M.G.
See: Chief Counsel Memorandum 201634021 (July 11, 2016).

TAX ROUNDUP
Vow of Poverty Alone Does Not Entitle Member of Religious Order to
Exclude Compensation
Rev. White established the World Evangelism Outreach Church (“WEOC”) in 1983 and has been its pastor for over 30 years. In
2001, Rev. White made a vow of poverty in exchange for WEOC’s resolution to provide for his physical, financial, and personal
needs. WEOC established an apostolic bank account over which Rev. White had signatory authority, to which payments were made
by WEOC and its related entities, and from which payments were made on behalf of Rev. White for his personal expenses.
The IRS assessed penalties against Rev. White for tax years 2006, 2007, 2008, and 2009, for failing to file an income tax return,
failing to pay the tax due, and failing to pay estimated tax. The stipulated unreported income for each tax year from 2006 through
2009 was $46,642, $18,430, $16,824, and $26,865, respectively.
Rev. White contended that his vow of poverty insulated him from being taxed on the compensation he received. In the Tax
Court’s view, the taxpayer’s argument was premised on O.D. 119, 1 C.B. 82 (1919), which stated that a “clergyman is not liable
for any income tax received by him during the year from the parish of which he is in charge, provided that he turns over to the
religious order of which he is a member, all of the money received in excess of his actual living expenses, on account of the vow
of poverty which he has taken” (emphasis added). Rev. Rul. 77-290, 1977-2 C.B. 26, superseded O.D. 119, however, and provides
that a member of a religious order who is directed to perform services for another agency of the supervising church or an associated institution will not be “required to include in gross income remuneration from [that other church agency] that is remitted to
the religious order” (emphasis added).
Thus, it is not sufficient that the member has taken a vow of poverty, and that the member has discretion and control over funds
merely sufficient to provide for his or her actual living expenses; the remuneration paid by the associated church institution must
be remitted to the order.

LAW BRIEFS is printed with special permission granted by the
Office of General Counsel, United States Conference of Catholic Bishops, Washington, D.C.
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Practice Point: Dioceses, eparchies, and
other Catholic institutions that employ a
religious whose order is not based in the
U.S. (e.g., has neither a generalate nor
province in the U.S.) should report income
to the member in accordance with the
member’s status as a priest or lay person.
See Guidelines for Receiving Pastoral
Ministers in the United States, Civil Law
Considerations—Financial Law, pp. D-7
through D-10, available online at ccc.usccb.org/flipbooks/cclv-guidelines/#1.
Paying the member directly, or making a
direct deposit into a U.S. bank account
over which the member has signatory
authority, is not in compliance with Rev.
Rul. 77-290. Alternatively, paying the
remuneration directly to a foreign religious order implicates withholding
provisions (section 1441 and the regulations thereunder) that apply to payments
to a nonresident alien (i.e., the foreign order), and the foreign order is not exempt from withholding as a charitable organization
unless it has received a favorable IRS determination letter or the order can supply an opinion of U.S. counsel (or of any other
person the IRS may prescribe in published guidance) that is acceptable to the withholding agent that concludes that the organization is described in section 501(c).
The Tax Court concluded that Rev. Rul. 77-290 was not complied with because the remuneration from WEOC and related entities was not “remitted back to the order” (emphasis in original), but rather was paid to an account over which Rev. White had
signatory authority. Thus, the remuneration was included in Rev. White’s gross income and, as a minister of the gospel, he was
subject self-employment tax—Rev. White had never applied for exemption from self-employment tax. –M.G.
Practice Point: The Tax Court analyzed the transactions in terms of Rev. Rul. 77-290 without discussing Rev. Proc. 91-20,
1991-1 C.B. 524, which sets forth the requirements for finding that an organization qualifies as a “religious order” for purposes
of federal income and employment tax withholding purposes. In this case, failure to comply with Rev. Rul. 77-290 made unnecessary any inquiry into whether the order satisfied the requirements of Rev. Proc. 91-20.
See: White v. Commissioner, T.C. Memo. 2016-167 (Sept. 12, 2016).

IRS Announces New Per Diem Rates Beginning October 1, 2016
The IRS published its annual notice updating the per diem rates to be used by taxpayers to substantiate the amount of ordinary
and necessary business expenses incurred while travelling. The notice complements Revenue Procedure 2011-47, which provides
rules for employers that use the deemed substantiation of travel expenses method rather than the “actual allowable expenses”
method. The new rates are effective for amounts paid to an employee on or after October 1, 2016, for travel away from home on
or after October 1, 2016. The notice also reflects adjustments to the list of “high-cost localities,” adding cities or changing the dates
in which certain cities are considered “high cost” and eligible for higher per diem rates. For taxpayers using the high-low substantiation method, the new per diem rates are $282 (high-cost localities) and $189 (all other localities), with the allowed portion of
those amounts for meals and incidentals being $68 (high-cost localities) and $57 (all other localities). –M.G.
Practice Point: Employers that use the “actual allowable expenses” method are not required to report reimbursements to employees as taxable compensation as long as the payments are made pursuant to an accountable reimbursement plan. An accountable
reimbursement plan is a plan established by an employer for the purpose of reimbursing substantiated business expenses incurred
by an employee, in which the following three requirements are satisfied: (i) expenses have a business connection to the employer;
(ii) expenses are substantiated to the employer within a reasonable period of time (60 days); and (iii) excess reimbursements or
allowance amounts, if any, are returned to the employer within a reasonable time.
See: Notice 2016-58 (Sept. 27, 2016).
"Ask the Tax Man" is a feature dealing with common tax and group ruling issues faced by dioceses and their related institutions. We hope you find Tax Man’s
practical advice helpful. If you have a question for him, please fax it to: Tax Man, Office of General Counsel, (202) 541-3337.
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We take care
of business,
so you can get
back to your
congregation.

INTUITIVE & SMART

HR, PAYROLL & TIME SOFTWARE

primepay.com

Payroll
HR & Compliance
Insurance & Benefits Administration
Time & Labor Management
CONTACT DENNY STONE TO GET STARTED:
DStone@PrimePay.com | (888) 222-3400 ext. 3703

Mark Your Calendars!
DFMC Conference - September 24-27 2017
Baltimore, Maryland
Baltimore Marriott Waterfront

istockphoto.com
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Ready to help
you capitalize on
opportunities wherever
they arise, now and
into the future.
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Address Update

What would you like to see in the Herald?

If you wish to update our mailing address information or if you wish to
add other names to our list please complete the information below or visit
www.dfmconf.org:

Members are encouraged to submit items as well as articles for
consideration in the Herald. Notices of Employment Opportunities are
published on the website as they are received in the National Office.

The Herald Publication Schedule

Name

The Herald will accept notices and articles for future issues according to
the following schedule:

Position

Arch/Diocese

Address
City

State		Zip

❍

Deletion

❍

Addition

❍

Correction

Deadline Date		
April 30
Spring Issue
July 30
Summer Issue
October 31
Fall Issue
January 31
Winter Issue

Publication Date
May 31
August 30
November 30
February 28

We would appreciate your comments & input on items for future issues.

Please Mail To: DFMC NATIONAL OFFICE, 4727 E. Bell Road, Ste. 45-358, Phoenix, AZ 85032
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Diocesan Fiscal Management Conference

Permit No. 166
La Crosse, WI

National Office • 4727 E. Bell Road, Ste. 45-358, Phoenix, AZ 85032

ASSOCIATION MEETINGS
Diocesan Fiscal Management Conference (DFMC)
September 24, 2017
September 27, 2017

Baltimore, MD

Baltimore Marriott
Waterfront

September 16, 2018
September 19, 2018

Phoenix, AZ

Sheraton Grand Phoenix

September 17, 2017
September 20, 2017

Atlanta, GA

Hyatt Regency

The Resource Center for Religious Institutes (RCRI)

Canon Law Society of America (CLSA)
October 16, 2017
October 19, 2017

International Catholic Stewardship Council (ICSC)

Indianapolis, IN
The Westin Indianapolis
		

Diocesan Information Systems Conference (DISC)
June 28, 2017
Springfield, IL
June 30, 2017		

President Abraham
Lincoln Springfield

October 31, 2017
St. Louis, MO
November 3, 2017		

Hyatt Regency St. Louis
at the Arch

National Association of Church Personnel Administrators
(NACPA)
Nashville, TN
The Inn at Opryland
April 30, 2017
May 2, 2017		
		

