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Message from the
Program Chair

William Fisher

Diocese of
Wheeling-Charleston

It is a great honor for me to be the Program
Chair for this year’s DFMC Annual Meeting.
After such an amazing experience in Atlanta
last year, it seems almost impossible to offer a
program comparable. Nevertheless, we have a
great committee of your peers who have been
hard at work to make the 2016 meeting in San
Diego not just memorable but of fundamental
importance to the ongoing work of the DFMC
members. Let me list some of the highlights.
Experience the 47th Diocesan Fiscal
Management Conference in style at the
Manchester Grand Hyatt on the San Diego
Bay! This beautiful urban resort is in an ideal
location on the waterfront and is steps away
from the famous Gaslamp Quarter. It includes
hotel-wide free Wi-Fi, including guest rooms.
Plan to meet new colleagues, reconnect
with old friends, and pick up some fresh ideas
this September. Come early and take advantage
of many pre-program events including
Sunday’s new Gold vendor forums. These
forums will offer additional CPE credits and
quality time with exhibitors before settling into
a busy conference.
To help you prepare for the meeting,
take advantage of the many opportunities
available now in the members-only section
of the DFMC website. Free online CPE
courses not only save money on continuing
education and reinforce your knowledge in

our unique field, but also provide great
preparation if you choose to sit for the
Certified Diocesan Fiscal Managers
Exam on the Saturday preceding the
conference. The Cookbook exchange area of
the member section offers valuable policies
and documents from other DFMC members
that will prove vital for ongoing work in your
diocese.
This year’s meeting starts off with mass
Sunday morning celebrated by the Most
Reverend Kevin J. Farrell, D.D., Episcopal
Moderator and Bishop of Dallas. After that,
enjoy San Diego and, for the Mission Dioceses,
valuable time with Catholic Extension. As for
Sunday afternoon, in addition to having
a new members’ orientation, a CDFM
overview, and the always popular
Internal Audit Forum, as mentioned
above we will hold for the first time
Gold Sponsored Exhibitor Forums.
These will give you quality time with your
most important service providers on the most
important topics of the day. All these preconference events include bonus CPE credits!
Besides these pre-conference events, the
2016 Diocesan Fiscal Management Conference
offers more than 16 hours of CPE credit,
informative sessions, and great networking
opportunities. It officially kicks off at 5:30
Sunday evening, with a keynote address from
Reverend Greg Boyle, S.J., founder and
Executive Director of Homeboys Industries.
Fr. Boyle is the author of the best-selling book,
Tattoos on the Heart, and is a phenomenal
public speaker who has been honored by
numerous organizations for his groundbreaking
work “out in the streets,” of society, where
Pope Francis is calling all of us to focus our
attention. A reception with exhibiting service
providers will follow.
Beginning Monday morning, attendees
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will have three days to delve into important
topics like socially-responsible investing,
external financing, fundraising and development, fraud prevention and management,
insurance and risk management, an update
from the Financial Accounting Standards
Board (FASB), IT security and PCI
compliance, the Affordable Care Act,
multicultural realities in Catholic Schools,
enhanced parish administration, and parish
financial reporting. We will conclude
Wednesday with a Gala Dinner overlooking
the stunning San Diego Bay!
Between sessions, participants will have
the opportunity to continue enjoying
beautiful San Diego. A special Mondaynight liturgy will be celebrated by the local
ordinary, Most Reverend Robert W.
McElroy, Bishop of San Diego in the
historic Immaculate Chapel at the
University of San Diego. We are blessed to
have as presiders of our other liturgies Most
Reverend Gerald R. Barnes, Bishop of San
Bernardino and Most Reverend José H.
Gomez, Archbishop of Los Angeles. The

Sacrament of Confession will also be
available during the program as we continue
living the Year of Mercy. The involvement
of our most important diocesan service
providers in the exhibit hall helps keep the
annual meeting affordable, so please take
time to visit with exhibitors.
The DFMC Board continues to look for
and provide great opportunities to network
with colleagues nationwide throughout the
year. Pat and Kelly of the DFMC staff, our
meeting planners, the Board, and various
committees work year-round to plan our
annual event, as well as other activities that
take place all year long.
I would like to thank last year’s program
committee for giving us such a great start,
and this year’s program committee, Board
members, DFMC staff, and Plaza Meetings
for putting together an event with so many
terrific opportunities. Planning has already
begun for 2017!
See you in September! †

Save the Date: September 18-21, 2016
DFMC in San Diego, California!

Fraud Amongst the Flock
Affinity Frauds in Churches
- Colin May, M.S., CFE

The 2016 DFMC annual meeting will feature a presentation by
Judge Michael Talbot, Chief Judge, Michigan Court of Appeals,
on financial fraud in the Church. In preparation for that session,
the Herald offers this perspective on affinity fraud in churches by
Colin May. It is published with permission of Colin May and the
Center for Church Management & Business Ethics at the University of Villanova.
One of the most enduring and important characteristics
of any church is the community of faith that brings people together. Praying together, breaking bread together (both literally and every Sunday), and having a common set of beliefs
can unify a diverse set of people. But what happens when a
fraudster exists among the flock? What happens when this
fraudster tries to get fellow congregation members to “invest”
in his new “promising business opportunity”? The effect on a
congregation and the church at large can be wide-spread and
deep. It shakes the faith and forces people to re-evaluate their
previous trusting relationships. In some instances, it can even
cause the congregation to break apart.
Fraudsters and scam artists are constantly on the lookout
for people they can prey on and they often find a welcome invitation in churches. Affinity fraud is defined by the Securities
and Exchange Commission (https://www.sec.gov/investor/
pubs/affinity.pdf) as fraud schemes that “prey upon members
of identifiable groups, such as religious or ethnic communities,
the elderly, or professional groups.” Affinity fraud targets the
common set of beliefs held by the group.
Religious groups and churches are often targets of affinity
fraud scams, based on the common faith (or purported faith)
of the fraudster and members of the parish. It is the ultimate
“wolf in sheep’s clothing” that enables the scam artist to infiltrate the church and obtain the trust and funds of the victims.
The fraudsters pounce on the very characteristics that make
churches open and convivial for newcomers. This article will
explore a few cases involving the exploitation of church members and give some suggestions to ensure the flock is protected.

The Pitch

Con men (and women) often target the faithful of their
own parish first, sometimes as a testing ground, because they
can obtain a high level of trust that they couldn’t otherwise get
from another, non-religious venue. Because church members
often feel they don’t need to worry as much with other members, they can be more open and giving. In one case from the

Indianapolis area, a man convinced his fellow church members to invest with his business after he persuaded them of
his stock investing experience. [http://www.wbiw.com/state/
archive/2015/09/man-sentenced-to-prison-for-investmentfraud-involving-relatives-church-members.php]
Ultimately, the church members lost $484,000 to the fraud;
the fraudster spent almost $390,000 on himself. He pleaded
guilty to federal wire fraud charges and was sentenced to over
two years in prison. But he likely knew that he could use their
common faith and membership in the church to obtain their
trust. He also likely knew that the victims would ask few
questions or conduct appropriate due diligence regarding the
investment, like others might do in a non-church setting.

The Hide

Once the fraudster has the targets hooked into the scam
and starts obtaining the money, the scammer often continues
to rely on their common faith to keep the scam going. They
hide key documents, make false statements, and re-assure the
victims on the financial security of the “investment.” In some
cases, this is even easier since the worshipers may not ask the
right questions or even be financially able to understand the
situation.
In a case involving the Church of Jesus Christ of Latter Day
Saints (Mormon), a Mormon community leader, called a Bishop, lied to his victims who had invested with him and his son
in a real estate scam. According to a news article detailing the
case, the fraudster leveraged his connections with the church
to conceal and misrepresent how the victim’s funds were being used. [http://www.deseretnews.com/article/865631452/
Father-son-used-LDS-Church-membership-in-investmentfraud-prosecutors-allege.html?pg=all] The Utah Attorney
General, working with the FBI, the IRS, and the Securities
and Exchange Commission, filed charges against the fatherson duo, and alleged that the pair made false statements to
investors, created a complex web of companies to hide the
funds in, and promised investors significant returns, when in
fact they didn’t have any. [http://attorneygeneral.utah.gov/
uncategorized/ago-files-charges-in-200-million-alleged-affinity-fraud-scheme]

The Fall

Sadly, it’s not enough to be lied to, deceived, and left with
no money. Even worse is that many victims had placed their
hard-earned life savings with these scammers, and they have
nothing left. Suddenly, they have no money, the fraudster has
left town, and the victims are destitute. The harm to the parish
is now actually three-fold:
• A financial loss: the victims have lost much, if not all,
of their funds
continued
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• A psychological loss: they have lost their trust in others
• A faith loss: a void has been created, since the church was
the platform from which the fraud occurred
A small parish may also be affected even more, because
now the church has to deal with the loss of the revenue from
the victims, the loss of revenue from other parishioners who
may now need to help support the victims, and the congregation’s growing suspicions of others, not just outsiders. It
creates a rift that some churches just cannot recover from.
In some instances, the very core of the parish has been
ruptured and cannot be repaired. Congregation members
drift to other parishes, other faith communities, or leave
the faith altogether.
The financial pressure forces some churches to consider
merging, dissolving or winding down operations, thus forcing
the expenditure of a large amount of resources to liquidate the
real estate or other assets of the parish.

The Upside

As church leaders and business managers, we have a
unique opportunity to help protect our parishes and church
communities from fraud and theft. We are situated in a leadership position that can assist in three main aspects of fraud
prevention, both from within and without.
First, we can educate parishioners on the risks associated
with scams; second, we can alert the congregation when we
become aware of a scam (either in the region or a certain type
of scheme); finally, we can provide a safe place to talk if people
have concerns or issues.
It is important to have good internal controls in our own
churches to ensure we as an institution are not taken advantage of. We must trust—and verify. But we can also be transparent, so parishioners know how their funds are going to
serve God—not someone’s pocket.
Communication is key in this respect. Parish leaders should
arrange for periodic bulletin notices, website postings, homilies, and even seminars to help educate the congregation.
Topics could include “red flags,” how to handle suspicious
inquiries, resources to conduct due diligence on potential
“opportunities” and other, specific fraud-related topics. Guest
speakers from local police departments, the FBI, or other
agencies who handle fraud cases can discuss trends and how
to prevent fraud.

Resources

Pastors, parish business managers, and parish finance
committees can educate themselves by reading a variety of excellent publications that detail the issues surrounding affinity
fraud. Here are a few good resources, from the Ohio Department of Commerce, the Securities and Exchange commission,
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and the Iowa Department of Insurance, the Association of
Certified Fraud Examiners and the Federal Bureau of Investigation:
http://www.com.ohio.gov/documents/AffinityFraud.pdf
http://www.iid.state.ia.us/affinity_fraud
http://www.acfe.com/AffintySkinDeep/
https://www.fbi.gov/news/videos/slc-frauds/view
As the sports metaphor goes, the best offense is a good
defense and this is certainly true in preventing affinity fraud
among church groups. It is helpful to share stories and experiences with other local congregations to warn them if members
have fallen victim. It is important to not let a fraudster off the
hook, because they will continue to prey upon other victims
until they get caught.
The best advice for everyone: when in doubt—ask lots of
questions. You’ll never get a straight answer fraud a fraudster.
They will “get back to you” or are “really busy right now,” but
in the end, a legitimate investment will be able to produce
consistent documents and information, and a fraud will not.
Some fraudsters go to elaborate trouble to present forged or
fraudulent documents too, but legitimate investments can be
independently verified and explained.

Conclusion

Fraudsters look to exploit the very religious foundation
that brings churches together, and ultimately try to tear them
apart with their lies, deception, and appeals to vanity. As the
faithful, we are called to welcome new people and accept them
into our community. We must continue to maintain our vigilance against those would infiltrate our midst as agents of evil.
As Pope Francis recently said, “There is always a danger of corruption within the Church. This happens when the Church,
instead of being devoted to faith in Our Lord…becomes
dominated by money and power.” [http://en.radiovaticana.
va/news/2015/11/20/pope_francis_the_church_must_not_
worship_%E2%80%9Choly_bribery%E2%80%9D/1188213]
Fraudsters are always looking for strays amongst the flock, and
they exploit our human weakness. Through prayer, communication, and a welcoming, yet vigilant posture, our churches
and flocks will be safer and more secure from fraudsters.
Colin May, M.S., CFE is a Certified Fraud Examiner. He has
over 10 years as a financial investigator and forensic auditor.
A parishioner at St. Maria Goretti Catholic Church in Westfield, IN, he holds an adjunct faculty appointment at Stevenson
University in the Forensic Studies program. He is a frequent contributor to Fraud Magazine (http://www.fraud-magazine.com).
His email is cmay3231@stevenson.edu.
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Federal Litigation
Eleventh Circuit Denies Injunctive Relief for Nonprofit Plaintiffs Challenging HHS
Mandate and "Accommodation"
On February 18, a divided three-judge panel of the Eleventh Circuit held that the “accommodation” to the Department
of Health & Human Services’ contraceptive coverage mandate
does not violate the federal Religious Freedom Restoration Act
(“RFRA”).
Plaintiffs are nonprofit religious entities that are self-insured and oppose the use, funding, provision, or support of
contraceptives and abortion. They asserted that their religious
beliefs prohibit them from providing healthcare coverage for
contraceptives. They argued that the requirement that they
submit Form 700 or a notice to HHS so that their third-party
administrator can provide the contraceptives substantially
burdens the plaintiffs’ exercise of religion. They claimed that
the “accommodation” forces them to take actions that cause
their health plan administrators to provide contraceptive coverage and to maintain a health plan that serves as a conduit
for such coverage. Plaintiffs brought claims under RFRA and
under several clauses of the First Amendment.
The government argued that because the Affordable Care
Act’s requirement that insurance issuers and group health
plans include contraceptive coverage is wholly independent of
plaintiffs’ self-certification, their exercise of religion cannot be
substantially burdened by the accommodation process.
The majority held as follows: “We accept the plaintiffs’
sincere belief … that the accommodation puts them to a choice
between honoring their religious beliefs and facing significant
penalties. We nonetheless conclude that the accommodation
imposes no substantial burden” under RFRA. The court also
found that the accommodation was the least restrictive means
of furthering the government’s compelling interests and, thus,
survived strict scrutiny under RFRA. The court concluded
that plaintiffs’ proposed alternatives did not qualify as less
restrictive alternatives to the mandate.
As for plaintiffs’ constitutional claims, the court found
that the contraceptive mandate did not violate the Free Exercise Clause or the Establishment Clause because “the accommodation is a neutral, generally applicable law that does
not discriminate based on religious denomination.” The court
concluded that the contraceptive mandate and accommodation did not violate the Free Speech Clause because “any
speech restrictions that may flow from the accommodation

Law Briefs is reprinted with special permission granted
by the Office of General Counsel,
United States Conference of Catholic Bishops,
Washington, D.C.
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are justified by a compelling governmental interest and are
thus constitutional.”
In dissent, Judge Tjoflat stated that “the majority runs
roughshod over the sincerely held religious objections of
Eternal Word Television Network” and concluded that “[a]t
bottom, the majority’s reasoning takes aim at the heart of
RFRA itself.” - H.B.
See: Eternal Word Television Network, Inc. v. Sec’y, 		
U.S. Dep’t of Health & Human Svcs., Nos. 14–12696,
14–12890, 14–13239, 2016 WL 659222 (11th Cir. Feb.
18, 2016).

LAW BRIEFS
Tax Round-Up
Form 990-N Filters Now Required to Submit e-Postcard on IRS.gov
Beginning February 29, organizations that file Form 990-N, Electronic Notice (e-Postcard) for Tax-Exempt Organizations Not
Required to File Form 990 or Form 990EZ, will be required to submit the 990-N directly through IRS.gov, rather than through the
Urban Institute’s website, as had been the case since the inception of the e-Postcard when an electronic notice requirement was
enacted by the Pension Protection Act of 2006.
An organization that is required to file an annual information return or notice (Form 990, 990-EZ or 990-N) may satisfy its
reporting requirement by filing a Form 990-N if (i) its annual gross receipts are normally not more than $50,000, and (ii) it is
neither a private foundation nor a section 509(a)(3) supporting organization.
Practice Point: An organization is not eligible to submit Form 990-N simply because its gross receipts
for a year did not exceed $50,000. “Normally not more than” generally refers to a three-year averaging of
an organization’s gross receipts, i.e., the sum of the gross receipts from the current year and the prior two years,
divided by three.
Organizations that submit Form 990-N on or after February 29, 2016, will be required to register on IRS.gov prior to submitting the e-Postcard. The new IRS filing portal is Form 990-N Electronic Filing system (e-Postcard). To access the filing portal, and
to learn more about the e- Postcard, visit the IRS webpage, Annual Electronic Filing Requirement for Small Exempt Organizations
— Form 990-N (e-Postcard). For more information about Catholic organizations and the annual reporting requirements (and
exemptions), visit the USCCB’s Tax and Group Ruling page and refer to “Annual Filing Requirements for Catholic Organizations.”
- M.G.
See: : Form 990-N Submission Website Will Change Feb. 29, 2016 (Posted on IRS.gov on Jan. 28, 2016).

Rely on Our Sunday Visitor to

IMPLEMENT YOUR
DIOCESAN APPEALS

Call Joanie Lewis at (800) 348-2886 Ext. 2251
or email joanielewis@osv.com to
discuss your 2016 appeal plan!
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IRS Revokes Tax-Exempt Status of "Church" Using 7611 Procedures
On February 26, the IRS released an 83-page private letter ruling revoking an organization’s section 501(c)(3) tax-exempt
status. According to the organization’s articles of incorporation, its specific and primary purposes “are to operate a church for
religious purposes.” The organization filed Form 1023 with the IRS indicating that it would be supported by tithes, offerings and
contributions, and that any educational institution would be supported by tuition. The IRS approved the application, recognizing
the organization as described in section 501(c)(3) and as a church described in section 170(b)(1)(A)(i).
The IRS initiated section 7611 procedures when it had information “available to support the reasonable belief that [the organization] was not operating as a church,” by sending the organization a notice of church tax inquiry.

Practice Point: Proposed regulations under section 7611 were published August 5, 2009, identifying the
Director, Exempt Organizations, as the “appropriate high level Treasury official” authorized to initiate church
tax inquiries and church tax examinations; however, final regulations have not been issued concerning the identity
of the appropriate official, and it is unclear from the ruling who at Treasury or the IRS acted as the
“appropriate high level Treasury official” with respect to this matter.

The IRS had reviewed the organization’s website and found that it was “engaged primarily in the commercial promotion of tax
and wealth management strategies,” which was materially different than the activities the organization stated on its Form 1023 that
it intended to conduct. The organization’s website promoted several “structural charitable tools,” including tools for “Integrated
Auxiliary of a Church,” “Charitable Investment Trust” and “Business Investment Trust.”
In the course of the audit, the IRS found that the organization had accepted donations and in some cases returned funds to
donors, and that the organization received contributions as a fiscal sponsor with respect to non-exempt entities, but in fact exercised no oversight or control with respect to the entities.
The IRS requested information from the organization concerning its qualification as a church, including information related to the traditional 14 criteria for determining “church” status:
distinct legal existence; recognized creed and form of worship;
definite and distinct ecclesiastical government; formal code of
doctrine and discipline; distinct religious history; membership
not associated with any other church or denomination; complete
organization of ordained ministers ministering to their congregations; ordained ministers selected after completing prescribed
courses of study; literature of its own; established places of worship; regular congregations; regular religious services; Sunday
schools for religious instruction of the young; and schools for
the preparation of its ministers.
When asked about its provision of religious services, the organization stated that it co-hosted online prayer and meditation
services each Wednesday evening, but provided no address for
any brick-and-mortar facility. The IRS reviewed archives of the
organization’s website and found that no reference was made to
these “weekly shows” until after the organization responded to
the IRS’ request for information. The organization also appeared
to have no congregation. The organization’s president (who is
a minister) responded in writing to the IRS, after asking for a
one year “grace period” to bring his church into “full compliance,” that he had reviewed a 1994 IRS training article and “had
not realized just how important the criterion of the concept of a
congregation actually was to the IRS.”
continued
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Because the IRS continued to have a reasonable belief, on the basis of information provided to it and available on the organization’s website, that the organization was not operated as a church, the IRS sent the organization a notice of church tax examination,
and offered the organization a pre-examination conference as required by section 7611(b)(3).
In essence, the organization appeared to be attempting to get large donors to create their own “personal, private charities”—
normally such organizations are classified as private foundations under federal tax law—which would be “integrated auxiliaries”
of the organization, and touted the advantages of such “integrated auxiliaries,” including that no Form 1023 would have to be filed
with the IRS, the “integrated auxiliaries” would not be subject to the statutory and regulatory regime applicable to private foundations, and they would have “no public charity accountability issues” and could receive money from other private foundations.
Other material on the organization’s website indicated that the organization promoted these “integrated auxiliaries” as potential
passive investors in (presumably the donors’) trades or businesses. The organization did not provide information as to how these
“integrated auxiliaries” supported charitable and/or religious purposes.
The IRS held that the organization did not qualify as a church described in section 170(b)(1)(A)(i), cautiously evaluating the
organization’s claim under three alternative tests: the “common meaning and usage” test from De La Salle Institute v. U.S., 195 F.
Supp. 891 (N.D. Cal. 1961), the IRS’ own fourteen points, and the associational test derived from American Guidance Foundation,
Inc. v. U.S., 490 F. Supp. 304 (D.D.C. 1980). The IRS also found that the organization was not exempt and described in section
501(c)(3) under any other basis because of prohibited inurement and because it substantially engaged in the non-exempt activities
of private benefit and promoting commercial activities. - M.G.
See: : Private Letter Ruling 201609006 (Apr. 9, 2015).

Law Briefs is reprinted with special permission granted
by the Office of General Counsel,
United States Conference of Catholic Bishops,
Washington, D.C.
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Treasury and IRS Publish Regulations Concerning Type 1 and Type III Supporting
Organziations.
Congress enacted the Pension Protection Act of 2006, Pub. L. No. 109-208, changing the requirements for and modifying
provisions applicable to organizations that derive their public charity status by being described in section 509(a)(3)—“supporting
organizations.” An organization that meets the requirements for tax exemption under section 501 and the requirements for being
described in section 501(c)(3) is classified as either a public charity or a private foundation. An organization can qualify for public
charity status under section 509(a)(1) if it is a church, school or hospital, or under section 509(a)(1) or section 509(a)(2) if it satisfies a public support test. A charitable organization that is not a church, school, hospital or publicly supported may nevertheless
qualify as a public charity under section 509(a)(3) if it is organized and operated exclusively for the benefit of, or to perform the
functions of, or to carry out the purposes of, one or more specified public charities described in section 509(a)(1) or (2)— referred
to as “supported organizations.”
Three types of organizations can qualify under section 509(a)(3): organizations that are operated, supervised or controlled by
one or more supported organizations—comparable to parent- subsidiary relationships (“Type I”); organizations that are supervised or controlled in connection with one or more supported organizations—comparable to brother-sister relationships because
the same persons control both the supporting and supported organizations (“Type II”); and organizations that are operated in connection with one or more supported organizations (“Type III”). The regulations proposed by Treasury and the IRS on February 19
pertain to Type I and, especially, to Type III supporting organizations.
Practice Point: Many diocesan entities and organizations operated by religious orders apply for and are
recommended for inclusion in the USCCB group ruling because they meet the requirements for qualification as
either Type I or Type II supporting organizations, even though the organizations may also qualify as publicly
supported charities under either section 509(a)(1)/170(b)(1)(A)(vi) or section 509(a)(2). Qualification as a publicly
supported charity is nearly always superior to qualification as a supporting organization, particularly for fundraising
purposes, and diocesan attorneys should review carefully Section G-1 – Financial Data of a Form 0928A to
determine whether qualification under section 509(a)(1) or (2) is possible.
Type I and Type III supporting organizations may not accept gifts from donors who control their supported organizations.
Under section 509(f)(2), a Type I or Type III supporting organization will not qualify under section 509(a)(3) if it accepts a gift
or contribution from a person, other than a charitable organization described in section 509(a)(1), (2) or (4), who directly or indirectly controls, either alone or together with certain persons—i.e., a member of the person’s family or a 35% controlled entity
as defined in sections 4958(f)(3) and (4)—the supported organization’s governing body. The proposed regulations, which may be
relied on until final regulations are issued, define “control” to mean that the person, alone or by aggregating votes with the certain
other persons described in the preceding sentence, may require the supported organization’s governing body to perform acts that
significantly affect its operations or prevent it from performing such acts, which will usually occur if the voting power of such
person or persons “is 50 percent or more of the total voting power of such governing body or if one or more such persons have the
right to exercise veto power over the actions of the governing body of the supported organization.”
Practice Point: : Question 11 of Section J, 509(a)(3) Supporting Organizations, of Form 0928A, asks
“Does or will your organization accept any gift or contribution from a person (other than a section 509(a)(1) or (2)
organization) who directly or indirectly controls (alone or together with others) the governing body of one of your
supported organizations, or from a relative or controlled entity with respect to such person?” This question
addresses the prohibition on accepting such gifts.
The proposed regulations also clarify certain additional requirements applicable to Type III supporting organizations. A Type
III supporting organization must satisfy (i) a notification requirement, (ii) a responsiveness test and (iii) an integral part test. The
notification requirement is met by the supporting organization providing to each of its supported organizations a written notice
of the type and amount of all the support it provided during the preceding taxable year, a copy of the supporting organization’s
most recently filed Form 990, and a copy of the supporting organization’s governing documents and amendments, unless there
have been no changes since the last time copies were provided. The proposed regulations state that delivery (including electronic
delivery, which is permitted) must be made by the last day of the fifth calendar month after the year being reported.
continued
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The Type III supporting organization responsiveness test requires that a supporting organization be responsive to the needs
or demands of its supported organizations, which is satisfied by both having one of three specified relationships with its supported
organizations, and ensuring that the supported organization’s officers, directors or trustees have a significant voice in the supporting organization’s investment policies, grant procedures, and the use of its income or assets. The proposed regulations expressly
state that a supporting organization must meet the responsiveness test with respect to each one of its supported organizations.
The applicable integral part test for a Type III supporting organization depends on whether the supporting organization is
“functionally integrated” or “non-functionally integrated.” A supporting organization can satisfy the integral part test to be functionally integrated by engaging in activities substantially all of which directly further the exempt purposes of its supported organizations, by being the parent of its supported organizations, or by supporting a governmental supported organization. The proposed
regulations clarify that a “parent” organization must be a part of an integrated system (such as a hospital system), and engage in
activities typical of the parent of an integrated system—coordinating the activities of the supported organizations and engaging
in overall planning, policy development, budgeting and resource allocation for the supported organizations. In this context, the
governing body (or members thereof) or officers of the parent must appoint or elect, directly or indirectly, a majority of the officers, directors or trustees of each of its supported organizations. According to the preamble, Treasury and the IRS interpret this
requirement to include the power of the parent organization to remove and replace officers, directors or trustees, or otherwise have
an ongoing power to appoint or elect such persons with reasonable frequency. This relationship is similar to a Type I relationship,
except that in a Type III relationship, the supporting organization controls its supported organizations.
A non-functionally integrated Type III supporting organization generally must satisfy the integral part test through a distribution and an attentiveness requirement. The proposed regulations modify the distribution requirement—generally, an amount
equal to the greater of 85% of the supporting organization’s adjusted net income for the immediately preceding taxable year or its
minimum asset amount—that was published as a final regulation on December 23, 2015, to provide that the distributable amount
is not reduced by tax imposed on its unrelated business taxable income. See 80 Fed. Reg. 79684. - M.G.
See: : 81 Fed. Reg. 8446, Requirements for Type I and Type III Supporting Organizations (Feb. 19, 2016).
Law Briefs is reprinted with special permission granted by the Office of General Counsel,
United States Conference of Catholic Bishops, Washington, D.C.
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FinCEN Proposes New Rules Regarding FBAR Accounts, Reducing Burden on
Employees of Catholic Organizations with Overseas Accounts
The Bank Secrecy Act requires that each U.S. citizen and resident alien person—i.e., individuals and entities, including nonprofit religious organizations—file Report of Foreign Bank and Financial Accounts – FinCEN Form 114 (“FBAR”) if the person has
either a financial interest in or signature authority over any financial accounts outside the United States and the aggregate maximum value of the account(s) exceeds $10,000 at any time during the year. Currently, FBAR reports are due on June 30 of the year
following the calendar year being reported, and must be filed electronically through the Bank Secrecy Act (“BSA”) E-Filing System.
As reported in the October 2015 issue of Law Briefs, the due date will be changed to April 15 beginning in 2017 with respect to the
2016 reporting year. Each person must maintain records of the accounts for a period of five years.
Example: U.S. Diocese maintains a financial account at the Vatican Bank with a value in excess of $10,000.
The persons with signature authority with respect to the account are Bishop, Vicar General and CFO. By law,
each of Diocese, Bishop, Vicar General and CFO is required to file FBAR on June 30 with respect to the preceding
calendar year. Diocese may file FBAR for itself and separate FBARs on behalf of each of Bishop, Vicar General
and CFO, but Diocese’s own FBAR does not alone satisfy the signatories’ filing requirements. Further, if Ellen
was CEO from January through April of the reporting year, and Felipe replaced her from May through December,
both Ellen and Felipe are required to file FBAR.
FinCEN proposes to change the rules (link) so that officers, employees and agents of U.S. entities would no longer be required
to file FBAR in their individual capacities due solely to their employment with respect to accounts that are required to be reported
by the employer. The proposed rule change would not affect a U.S. person with signature authority over a foreign financial account
of a foreign entity that is not required to report (e.g., a religious member of a foreign religious order who has signature authority
over the order’s foreign account(s) would still be required to file FBAR). FinCEN also proposes to remove a provision that currently
provides that a person with financial authority and/or signature
authority over 25 or more accounts need not report detailed information about the accounts, only maintain records and provide them upon request by the Treasury Secretary or his or her
delegate. Written comments on the notice of proposed rulemaking may be submitted on or before April 25, 2016. - M.G.
See: : Financial Crimes Enforcement Network; Amendment to the Bank Secrecy Act Regulations – Reports of
Foreign Financial Accounts, RIN 1506-AB26 (released
Mar. 2, 2016).

Law Briefs is reprinted with special permission granted
by the Office of General Counsel,
United States Conference of Catholic Bishops,
Washington, D.C.
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IRS Extends Due Dates for ACA Information Reporting in 2016
The IRS issued a notice on December 28, 2015, extending the due dates for 2015 information reporting required to be filed
in 2016. Section 6055 was added to the Code by the Affordable Care Act and generally requires health insurance issuers and
self-insuring employers to file with the IRS and send to covered individuals information returns, namely, the 1094/1095 “B”
forms, which help the IRS determine whether an individual had minimum essential coverage in a given month for purposes of
the individual mandate under section 5000A. Section 6056 requires applicable large employers and applicable large employer
members to file with the IRS and send to covered individuals information returns, namely, the 1094/1095 “C” forms, which, in
addition to identifying whether individuals had minimum essential coverage, assist the IRS in determining whether an employer
is liable for the employer mandate penalty under section 4980H.
The following chart summarizes the due date extensions for forms required to be filed in 2016. The extended due dates do
not apply to 2016 forms that are required to be filed in 2017. – M.G.

2015 ACA Reporting Form

Sent To

Form 1095-B, Health Coverage

Individuals

Form 1095-C, Employer Provided

Individuals

Was due
1/31/161
1/31/161

Is Now Due
3/31/16
3/31/16

Health Insurance Offer and Coverage				
Form 1094-B, Transmittal of Health

By paper
Coverage Information Returns		 2/28/162

By paper

		

Electronically

Electronically

		

3/31/16

6/30/16

Form 1095-B, Health Coverage

IRS

IRS

5/31/16

By paper
		2/28/162

By paper

		

Electronically

Electronically

		
Form 1094-C, Transmittal of EmployerIRS

6/30/16
By paper

Provided Health Insurance Offer and 		

3/31/16
By paper
2/28/162

Coverage Information Returns		

Electronically

Electronically

		

3/31/16

6/30/16

Form 1095-C, Employer-Provided

By paper

Health Insurance Offer and Coverage		

By paper
2/28/162

		

Electronically

Electronically

		

3/31/16

6/30/16

IRS

5/31/16

5/31/16

5/31/16

1 In 2016, this date falls on a weekend, so the actual
due date would have been Feb. 1.
2 In 2016, this date falls on a weekend, so the actual
due date would have been Feb. 29. See: Notice
2016-4 (Dec. 28, 2015).

See: Notice 2016-4 (Dec 28, 2015).
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Free CPE!

DFMC members can now obtain up to 24 hours
of CPE credits on the DFMC website!
Courses Include:
- Diocesan Auditing - Case Studies of Fraud (4 credits)
- Administrative Issues for Catholic Education (3 credits)
- Human Resource Issues for the Catholic Church (3 credits)
- Investments (3 credits)
- Diocesan Pension Plans (2 credits)
- Not-for-profit Tax Issues (2 credits)
- Priests Income Tax Issues (2 credits)
- Catholic Cemetery Administration (2 credits)
- Church Stewardship Development Administration (2 credits)
- Alternative Dispute Resolution (1 credit)

Sign into the members area and study to receive your free CPE today!
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Diocesan Fiscal Management Conference
Official Meeting Planner

Annual Conference 2016
September 18-21 • San Diego, California
Manchester Grand Hyatt San Diego • Discounted Air Transportation

518-785-3392
Plaza Meetings • 685 Watervliet Shaker Road # 1637 • Latham, NY 12110
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Mark Your Calendar
Now For DFMC 2016
in San Diego!

Save the date!

September 2016
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Address Update
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:
Name

What would you like to see in the

The

Position
Address

State		Zip

❍

Deletion

❍

Addition

❍

Herald Publication Schedule

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

Arch/Diocese

City

Herald ?

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

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

A SSOCIATION MEETINGS
Diocesan Fiscal Management Conference (DFMC)
September 18, 2016
September 26, 2016

San Diego, CA

Manchester Grand Hyatt
San Diego

September 24, 2017
September 27, 2017

Baltimore, MD

Baltimore Marriott
Waterfront

September 16, 2018
September 19, 2018

Phoenix, AZ

Sheraton Grand Phoenix

Canon Law Society of America (CLSA)
October 10, 2016
Houston, TX
October 13, 2016		
October 16, 2017
October 19, 2017

Houston Marriott
Westchase

Indianapolis, IN
The Westin Indianapolis
		

Catholic Cemetery Conference (CCC)
October 11, 2016
Orlando, FL
October 14, 2016		

Rosen Shingle
Creek Resort

Conference for Catholic Facility Management (CCFM)
April 28, 2016
Phoenix, AZ
April 30, 2016		

Hyatt Regency Phoenix

Diocesan Information Systems Conference (DISC)
June 23, 2016
Atlanta, GA
June 26, 2016		

JW Marriott Atlanta
Buckhead

International Catholic Stewardship Council (ICSC)
October 2, 2016
October 5, 2016

New Orleans, LA

Hyatt Regency

The Resource Center for Religious Institutes (RCRI)
October 11, 2016
Anaheim, CA
October 16, 2016		

Anaheim Marriott

National Association of Church Personnel Administrators
(NACPA)
April 17, 2016
Oklahoma City, OK Sheraton Oklahoma City
April 19, 2016		
Downtown
April 30, 2017
May 2, 2017		

