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Message
from the
President
Brad Wilson
Archdiocese
of Atlanta

Time marches on; everything changes
rapidly, including the members of the
DFMC. I venture a guess that less than
half of the DFMC members were born
when the first Catholic President of the
United States was elected! In the spirit of
this election season, I borrow liberally from
JFK when I say: Ask not what the DFMC
can do for you—ask what you can do for
your fellow DFMC members.
The DFMC was invaluable to me when I
became the CFO for the Archdiocese of
Atlanta. I had no non-profit accounting
experience and had very little
understanding of the unique finances of a
Catholic diocese. Six months after being
hired, I attended my first DFMC meeting
in Philadelphia in 2007. The people that I
met quickly became trusted advisors and
friends and helped me through many
interesting challenges. I know firsthand
what the DFMC did for me. This
experience is why I am so passionate
about the DFMC and why I look for
ways to help my fellow DFMC members.
I ask you to consider ways that you can
help your fellow DFMC members such as:
• Participate in the Listserve Forum.
		 Post a new question. Provide a reply
		 to someone else’s post.

• Peruse the “cookbook exchange”

		
		
		
		

section of the DFMC web site. Use
some materials and then add
materials that you think might be
useful to others.

• I know that you met new friends at

		
		
		
		

the DFMC meeting in Atlanta. Reach
out through email or go “old-school”
and make a telephone call. You will
be glad that you did.

• Utilize the Continuing Professional
		 Education (CPE) which was designed
		 specifically for our unique diocesan
		 financial issues. The CPE is on-line at
		 the DFMC web site. 24 credit hours
		 are available and best of all,
		
it’s free!
• With the CPE underway, register to

		
		
		
		

become a Certified Diocesan Fiscal
Manager (CDFM). I have heard that
the Year of Mercy may favorably
impact scoring.

• Volunteer to assist on a DFMC
		 Committee: Program, Audit,
		 Communications, or Strategic
		Planning.
• Run for a seat on the Board of
		 DFMC and help lead this
		 organization, not for yourself but for
		 those that follow.
And finally, mark the dates, September
18-21, 2016 and book your trip to
sunny San Diego where Mark Fisher
and Bishop McElroy will be our site hosts.
The Program Committee, under the
leadership of Bill Fisher (Diocese of
Wheeling-Charleston), is finalizing the
topics and presenters. He promises an
outstanding event!

www.dfmconf.org
Go online to learn more

DFMC
Board of
Directors
Bradley J. Wilson

President

Archdiocese of Atlanta
William G. Fisher

Vice President / Program Chair
Diocese of Wheeling-Charleston
Kevin R. Kiley

Secretary - Treasurer
Archdiocese of Boston
Most Rev. Kevin J. Farrell, DD

Episcopal Moderator
Diocese of Dallas

Most Rev. Donald W. Trautman,
STD, SSL

Episcopal Moderator Emeritus
Diocese of Erie
Patrick A. Markey

Executive Director

Robert L. Ash
Archdiocese of Louisville
William W. Biggs
Archdiocese for Military Services
David E. Hessel
Archdiocese of Galveston-Houston
Anthony R. Rabago

Diocese of Phoenix
Laura J. Williams

Diocese of Tyler
Richard K. Austin
Archdiocese of Detroit
Susan L. Clifton
Diocese of Fairbanks
Mary Beth Koenig

Diocese of Austin
Jeff P. Trumps
Diocese of Lafayette in Louisiana

2 Winter 2016

The Name of God
is Mercy
In Pope Francis' new book, his first since his
election to the Chair of Peter, the Pope
explains why mercy has become the hallmark of his Papacy and how it provided
the title of his book, The Name of
God is Mercy.

asked him what he did when he had those
doubts.” This is what he said: “I go to our
chapel and stand in front of the tabernacle
and say to Jesus: ‘Lord, forgive me if I have
forgiven too much. But you’re the one who
gave me the bad example!’ ”
When Peter asked how many times he
should forgive someone, Jesus said,
not seven times but seventy times
seven (cf. Mt. 18:22), or in other
words, always.

Recalling the words of Pope
Benedict, “Mercy” Pope
Francis points out, “is in
“Mercy exists,” the Pope
reality the core of the Gospel
points out, “but if you don’t
message; it is the name of
want to receive it … if you
God himself, the face with
don’t recognize yourself as
which he revealed himself in
a sinner, it means you don’t
the Old Testament and fully in
want to receive it, it means that
Jesus Christ, [the] incarnation
you don’t feel the need for it.
of creative and redemptive love.
The first and only step required
This love of mercy also illumito experience mercy,” he added,
Most Reverend
nates the face of the Church, and
“is to acknowledge that we are
Kevin J. Farrell, DD in need of mercy. Jesus comes
is manifested through the sacraBishop of Dallas
ments, in particular that of the
for us when we recognize that
Reconciliation, as well as in works
we are sinners.”
of charity, both of community and individuals. Everything that the Church says and
“More than half a century ago,” Pope
does shows that God has mercy for man.”
Francis recalls, “Pope Pius XII said that the
tragedy of our age was that it had lost its
We as disciples, individually as Christians
sense of sin, the awareness of sin. Today we
and collectively as Church, are instruments
add further to the tragedy by considering
of God's mercy in the world today. We are
our illness, our sins, to be incurable, things
called, “to be instruments of mercy because
that cannot be healed or forgiven.”
it was we who first received mercy from
God. We must be generous with others,
Perhaps, he continued, “We lack the actual
knowing that God showers his goodness
concrete experience of mercy. The fragility
upon us with immense generosity.”
of our era is this, too: we don’t believe that
there is a chance for redemption; for a hand
This is uniquely true in the sacrament of
to raise you up; for an embrace to save you,
Reconciliation, where, “the apostles and
forgive you, pick you up, flood you with
all their successors—the bishops and their
infinite, patient, indulgent love; to put you
colleagues the priests—become instruments
back on your feet. We need mercy.”
of the mercy of God.” They act “in persona
Christi,” in the person of Christ, to mediate
Indeed, we all need mercy and forgiveness.
God's forgiveness. “The Lord never tires
The Holy Father's book is wonderful readof forgiving: never! It is we who tire of
ing for Lent for those of us who serve God
asking him for forgiveness. We need to ask
in the Church. It is a great help in restoring
for the grace not to get tired of asking for
and maintaining our perspective as enablers
forgiveness, because he never gets tired of
of His mercy. It is readily available in bookforgiving.”
stores and online in both book and eBook
formats.
The Holy Father tells of a priest who once
told him … “I forgive a lot and sometimes
Bishop Kevin J. Farrell
I have doubts, I wonder if I have forgiven
Bishop of Dallas
too much? -- We talked about mercy and I

In Memoriam
John "Jack" St. Martin
Founding Father of the DFMC

Few of today’s DFMC members may remember John “Jack”
St. Martin, the founding father of the DFMC, who died in
West St. Paul, Minnesota on July 20, 2015 at the age of 92.
Jack is survived by his wife of 70 years, Charlotte, and their
six children and their families. In 1970 Jack and four other
fiscal officers met and created the DFMC as a professional
association for mutual support and communication. Jack was
the volunteer Executive Secretary of DFMC until he retired
in 1987. He was the first Comptroller of the University of
St. Thomas, then the first Comptroller of the Archdiocese
of Saint Paul and Minneapolis. He later served as CFO for
the Diocese of Reno, then Director of Administration and
Finance of the Archdiocese of Seattle, then Director of
Finance and Administration at the Diocese of Grand Rapids
and finally Secretary for Administration at the Diocese of
Camden. He was one of the original members of the USCC
Accounting Practices Committee and devoted many hours
to drafting what would become Diocesan Financial
Reporting as well as the Church’s responses to AICPA and
FASB exposure documents which would eventually
constitute the foundation of religious non-profit accounting
as known today. He was a pioneer of fund accounting and
the Church’s conversion from cash basis to modified accrual
accounting. He was one of the first proponents of
independent outside audits and the application of GAAP in
church accounting.
The DFMC grew fast under Jack’s leadership because he
actively sought out and invited fiscal officers from around
the country to join for the annual meeting. This was no
small feat in the days before texting, emailing or even faxing.
Jack kept records of members’ attendance and speakers’
presentations on 3x5 cards. He made program
arrangements, kept the books and paid the bills, worked with
the hotels and local dioceses and arranged the one annual
planning meeting of the board. In those days the board was
(s)elected to reflect small, medium and large dioceses,
geographically balanced from around the country. There
were no vendors and the meetings were semi-cloistered to
avoid media interest. Jack’s early and organized collection of
DFMC records are preserved in the DFMC archives.

While Jack fostered and encouraged the membership and
took care of the meetings, Charlotte hosted the wives’ tours.
Wives, not spouses, because the only three women who
attended the DFMC were single. They all sat together in the
front row on the right side of the room. About a third of the
members were priests, usually Chancellors, Vicars General
or Vicars for Finance and Administration. A large number
of laymen serving as fiscal officers were retired from military
and other careers, and all wore coat and tie for all sessions
and meals. They were soon joined by one, then a few other,
religious women. Jack exemplified professional lay ministry
before the term was coined and few will ever know the full
extent to which bishops trusted and relied on him.
Each evening there was a hospitality suite in a room
connected to Jack and Charlotte’s room. Jack and a helper
or two brought in cases, cans, bottles, ice, chips and snacks
because the DFMC couldn’t afford to hire bartenders and
order from room service. Jack and Charlotte got very little
sleep because hospitality extended into the wee hours and
the room was left with a thick pall of stale smoke and
overflowing ashtrays. Charlotte was a saint.
Jack’s contribution to the professionalism of the ministry of
diocesan fiscal management can never be measured or fully
described. He was an academic and teacher at heart, an
accountant by profession, a gentleman in manner, a
churchman of full measure, and a devout and faithful
Catholic. May he rest in peace, may his selfless hard work
be rewarded in Heaven, and may his beloved Charlotte be
consoled knowing that today’s DFMC is only possible
because of the foundation they laid for us.
Bruce Egnew

Save the Date!
DFMC 2016 in San Diego!
September 18-21
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DFMC
2016 Membership List Supporting Each Other...Thank You!
Alabama
Birmingham
Mobile
Alaska
Anchorage
Fairbanks
Juneau
Arizona
Holy Protection of
Mary (Van Nuys)
Phoenix
Tucson
Arkansas
Little Rock
California
Fresno
Los Angeles
Monterey
Oakland
Orange
San Bernardino
San Diego
San Francisco
San Jose
Santa Rosa
Stockton
Colorado
Colorado Springs
Denver

Indiana
Evansville
Fort Wayne-South Bend
Gary
Indianapolis
Lafayette (IL)
Iowa
Davenport
Des Moines
Dubuque
Sioux City
Kansas
Dodge City
Kansas City
Salina
Wichita
Kentucky
Covington
Lexington
Louisville
Owensboro
Louisiana
Alexandria
Baton Rouge
Houma-Thibodaux
Lafayette (LA)
Lake Charles
New Orleans
Shreveport

Connecticut
Bridgeport
Hartford
Norwich
Stamford for Ukrainians

Maine
Portland (ME)

District of Columbia
Military Services, USA
Washington, DC

Massachusetts
Boston
Fall River
Springfield (MA)
Worcester

Florida
Miami
Orlando
Palm Beach
Pensacola-Tallahassee
Venice
Georgia
Atlanta
Savannah
Hawaii
Honolulu
Idaho
Boise
Illinois
Belleville
Chicago
Joliet
Peoria
Rockford
Springfield (IL)
St. Nicholas of Chicago
for Ukranians
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Maryland
Baltimore

Michigan
Detroit
Gaylord
Grand Rapids
Kalamazoo
Lansing
Marquette
Saginaw
Minnesota
Crookston
Duluth
New Ulm
St. Cloud
St. Paul-Minneapolis
Winona
Mississippi
Biloxi
Jackson

Missouri
Jefferson City
Kansas City-St. Joseph
Our Lady of Lebanon of
Los Angeles
Springfield-Cape Girardeau
St. Louis
Montana
Great Falls-Billings
Helena
Nebraska
Grand Island
Omaha
Nevada
Las Vegas
Reno
New Hampshire
Manchester
New Jersey
Camden
Newark
Newton for Melkites
Paterson
Trenton
New Mexico
Gallup
Las Cruces
Santa Fe
New York
Albany
Brooklyn
Buffalo
New York
Ogdensburg
Rochester
Rockville Centre
Syracuse
North Carolina
Charlotte
Raleigh
North Dakota
Bismarck
Fargo
Ohio
Cincinnati
Cleveland
Columbus
St George's in Canton
for Romanians
St Josaphat of Parma
for Ukranians
Steubenville
Toledo
Youngstown
Oklahoma
Oklahoma City
Tulsa

Oregon
Baker
Portland (OR)
Pennsylvania
Allentown
Erie
Greensburg
Harrisburg
Philadelphia
Philadelphia for
Ukrainians
Pittsburgh
Pittsburgh for Byzantines
Scranton
Rhode Island
Providence
South Carolina
Charleston
South Dakota
Rapid City
Sioux Falls
Tennessee
Knoxville
Memphis
Nashville
Texas
Amarillo
Austin
Beaumont
Corpus Christi
Dallas
El Paso
Ft. Worth
Galveston-Houston
Laredo
Lubbock
San Angelo
Tyler
Victoria

Utah
Salt Lake City
Vermont
Burlington
Virginia
Arlington
Richmond
Washington
Seattle
Yakima
West Virginia
Wheeling-Charleston
Wisconsin
Green Bay
La Crosse
Madison
Milwaukee
Superior
Wyoming
Cheyenne
Atlantic Islands
Arecibo, PR
Fajardo-Humacao, PR
Nassau, NP
St. Thomas, VI
Pacific Islands
Agana, GU
Canada
Calgary, AB
Regina, SK
St. Catharines, ON
Toronto, ON
Vancouver, BC
Winnepeg, MB

If you haven’t already joined,
help us support one another!

Membership Dues:

Small—$525.00
(up to 100,000 Catholics)

Medium—$725.00
(100,001 to 350,000 Catholics)
Large—$925.00
(Over 350,000 Catholics)

http://dfmconf.org/membership

LAW BRIEFS
Federal Litigation
Supreme Court Grants Certiorari in Seven Cases Challenging HHS Mandate's
"Accommodation"
On November 6, the U.S. Supreme Court granted certiorari in all seven cases pending before the Court in which the petitioners are challenging the HHS contraceptive mandate’s “accommodation.”
The petitioners in the seven cases are nonprofit entities, including faith-based schools, universities, charities, and other ministries, such as the Little Sisters of the Poor, who run nursing homes across the United States serving the elderly poor. The
petitioners also include the Archdiocese of Washington and the Dioceses of Erie and Pittsburgh and related ministries and
schools.
Federal appellate courts in all seven cases had ruled against the petitioners and held that the accommodation scheme did not
violate the Religious Freedom Restoration Act (“RFRA”). Under the accommodation, certain religious organizations have to
comply with a self- certification process, among other requirements, in order to avoid directly paying for contraceptive coverage.
The petitioners, which include Catholic and Protestant nonprofits, assert that their religious beliefs prohibit them from providing healthcare coverage for contraceptives (in the cases involving Catholic entities) or abortion-inducing drugs and devices (in
all cases). They have argued that the requirement that they submit EBSA Form 700 or a notice to HHS so that their third-party
administrator can provide the objectionable drugs and devices is not an accommodation because it substantially burdens their
exercise of religion.
The Court consolidated the cases. It limited its review to certain questions involving whether the HHS mandate violates
RFRA as applied to nonprofit religious entities. The Court will not hear questions concerning the First Amendment or whether
RFRA allows the government to divide the Catholic Church by creating a narrow “religious employer” exemption that applies
to “houses of worship” but excludes the Church’s separately incorporated nonprofit charitable and educational entities.
It is expected that oral argument will occur in March, with a decision expected by late June 2016.

– H.B.
See: Zubik v. Burwell, No. 14-1418 (U.S. Nov. 6,
2015); Priests for Life v. Dep’t of Health &
Human Svcs., 14-1453 (U.S. Nov. 6, 2015);
Roman Cath. Archbishop of Washington v.
Burwell, 14-1505 (U.S. Nov. 6, 2015); E. Tex.
Baptist Univ. v. Burwell, 15-35 (U.S. Nov. 6,
2015); Little Sisters of the Poor Home for the
Aged v. Burwell, 15-105 (U.S. Nov. 6, 2015);
So. Nazarene Univ. v. Burwell, 15-119 (U.S.
Nov. 6, 2015); Geneva Coll. v. Burwell, 15-191
(U.S. Nov. 6, 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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LAW BRIEFS

DFMC
Regulatory Issues

Employer May Make Tax Free Payments for Employee’s Health Coverage by the
Employer of Employee’s Spouse
In Chief Counsel Advice, the IRS described the tax consequences under various arrangements in which an employer offers
and reimburses the cost of group health coverage for its employees and their spouses, but in which an employee declines the
employer’s health coverage and instead opts to be covered under a group health plan offered by his or her spouse’s employer.
Generally, the employer’s reimbursements for substantiated amounts that were paid on an after-tax basis and not through a salary reduction arrangement offered pursuant to a section 125 cafeteria plan— including those made through a health
reimbursement arrangement or HRA—are excluded from the employee’s gross income, and are not wages for purposes of FICA
and federal income tax withholding. – M.G.
See: Chief Counsel Advice 201547006 (Oct. 7, 2015).

Treasury, DOL and HHS Issue Final Regulations for Grandfathered Plans
The Departments of Treasury, Labor and Health and Human Services issued final regulations concerning Grandfathered
Plans, Preexisting Condition Exclusions, Lifetime and Annual Limits, Rescissions, Dependent Coverage, Appeals and Patient
Protections.
Section 1251 of the Affordable Care Act attempted to preserve the right of employers to maintain existing group health plan
coverage in which participants have been continuously enrolled since March 23, 2010. Such “grandfathered plans” are exempt
from some of ACA’s market reform provisions, including the requirement to provide coverage of “preventive” health services
without cost-sharing and the prohibition against imposing annual dollar limits on coverage.
The Departments previously published interim final regulations implementing section 1251 on June 17, 2010 (75 Fed. Reg.
34538), and issued an amendment on November 17, 2010 (75 Fed. Reg. 70114), as well as numerous other sub-regulatory items.
The final regulations adopt those interim final regulations and sub-regulatory guidance without substantial change. Importantly,
the final regulations continue to include an anti-abuse rule in which a group health plan will lose its grandfathered status if the
principal purpose of a merger, acquisition, or similar restructuring is to cover new individuals under the grandfathered
health plan.

Committed to Catholic
Investment Programs

Group health plans lose grandfathered status if, among
other changes to the coverage, all or substantially all benefits
to diagnose or treat a particular condition are eliminated,
fixed-amount co-payments are increased beyond a certain
level, employers decrease their contribution rate by more than
five percent, or existing annual dollar limits are changed.

– M.G.
See: Treasury Decision 9744 (Nov. 13, 2015).

Managing Principal Stephen H. Schott
and the CapTrust Team wish you a
Happy New Year!
General Funds

Deposit & Loan

Endowments & Foundations

Pensions

401(k) & 403(b) Plans

CapTrust Advisors, LLC
Tampa
888/697-5908 Toll Free
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Hollywood, FL
www.captrustadv.com

Law Briefs is reprinted with special permission granted
by the Office of General Counsel,
United States Conference of Catholic Bishops,
Washington, D.C.

LAW BRIEFS
Organization Providing Financial Support to Religiously Affiliated Schools Revoked for
Want of International Grantmaking Procedures
The IRS revoked an organization’s tax-exempt status under section 501(c)(3) for failing to demonstrate that it was operated
exclusively for charitable purposes and for acting as a “conduit” for a foreign organization.
Practice Point: In the parlance of tax-exempt organizations, a “conduit” refers to an organization that
receives funds for further distribution to one or more foreign organizations, but which fails to exercise any
control or discretion with respect to the funds to ensure that they are used to further the domestic organization’s
own charitable purposes. See Rev. Rul. 66-79 and Rev. Rul. 63-252. The IRS Commissioner for Tax Exempt and
Government Entities recently issued “TE/GE Priorities for FY 2016,” stating that the IRS exempt organizations
division would focus its resources on five areas this fiscal year, including “oversight on funds spent outside the
U.S., including … exempt organizations operating as foreign conduits….”
The organization was formed to provide support for Jewish education, including making contributions to schools in a foreign
country. The revocation contained many excerpts from Information Document Requests, or IDRs, issued to the organization by
IRS revenue agents concerning the organization’s making of international grants to a foreign school as well as funding scholarships for students at the school.
In the course of the examination process, it became apparent that the organization, among other failings, did not require a
written grant application, did not require grant recipients to provide periodic reports accounting for the use of grant funds, did
not determine whether grant recipients were included in the Office of Foreign Asset Control’s Specially Designated Nationals list,
had no mechanism in place to measure progress toward grant goals, never approved grants in variance from the amounts requested—the IRS believes this factor evidences a conduit relationship—and had no system in place to investigate when funds were not
accounted for, or to recover misspent funds or otherwise discontinue funding when the grant recipient did not satisfy its accountability requirements. – M.G.
See: Private Letter Ruling 201539032 (June 29, 2015).

Reason says:
hire a jack of
all trades.
Instinct says:
choose a master of one.

twitter.com/grantthorntonus
linkd.in/grantthorntonus
youtube.com/grantthorntonus

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

At Grant Thornton, our not‐for‐profit professionals
work extensively with organizations just like yours.
That focus gives them deep experience to help their
clients grow in their ability to serve the greater good.
See how they do it at grantthornton.com/nfp

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

“Grant Thornton” refers to Grant Thornton LLP, the U.S. member firm of Grant
Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide
partnership. Services are delivered by the member firms. GTIL and its member
firms are not agents of, and do not obligate, one another and are not liable for one
another’s acts or omissions. Please see grantthornton.com for further details.
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DFMC

LAW BRIEFS

Organization’s Leasing of Space to Vendors Does Not Qualify for UBIT Exception for
Real Property Rental
A section 501(c)(3) organization was incorporated for the purpose of developing and maintaining an alumni association for
a public two-year community college serving a predominantly low- income community (the “Organization”). The Organization
funds scholarships and other financial aid for students at the community college, and provides other direct support to the college.
The Organization derives substantially all of its revenue from operating a market every Saturday and Sunday year-round (the
“Market”), utilizing the community college’s parking lots in which vendors offer arts and crafts, entertainment, a farmer’s market
and refreshment booths. Vendors pay an application fee and a monthly space fee to occupy assigned spaces at the Market, and if
a vendor fails to use a space, the space is leased to “standby” vendors who participate in a lottery system. Vendors are restricted
from conducting any business outside the space boundaries (presumably painted white lines) of their assigned spaces.
The Organization contended that the vendor fees it received were not unrelated business taxable income (“UBTI”) because
the conduct of the Market was substantially related to its exempt purpose, or alternatively, because the vendor’s fees constituted
rents from real property and were therefore excluded from UBTI. The “substantially related” arguments were quickly, and correctly, dismissed by the IRS, leaving the question of whether the real property rental exception to UBTI was applicable.
Practice Point: Generally, rents from real property (and the deductions directly connected therewith)
are excluded from the calculation of UBTI. This exclusion is subject to modification to the extent that part of the
payment is attributable to personal rather than real property. The rental activity also must be passive. If the lessor
tax-exempt organization provides services to the occupant, whether with respect to rooms in a hotel or dorm, or
space in a parking lot or garage, rental payments do not constitute rent from real property. Services that cause the
exception not to apply include those that are primarily for the occupant’s convenience, such as maid service, or
catering. However, furnishing heat and light, or cleaning and maintaining common entrances and stairways and
collecting trash, are not considered services rendered to the occupant.
The IRS found that the Organization operated and managed the Market through its own officers, employees and agents,
including employing a full-time manager and executive assistant to oversee the Market’s operations. Specifically, the Organization
met with vendors and made decisions regarding space allocation, maintained the Market premises with regard to cleanliness
(servicing bathrooms and removing trash), safety, and traffic control, including supervising automobile parking and providing
shuttle service to transport passengers and supplies, among other activities. The IRS found that the vendors were not merely paying for occupancy, but rather the opportunity to sell merchandise at an organized event requiring extensive preparation and
services. The Organization’s services were “substantial,” and notwithstanding that they were not enumerated in any written
agreements between the Organization and the vendors, they were regularly provided and a vendor would reasonably consider the
services to be part of the arrangement. Thus, the Organization’s operation of the Market was subject to the unrelated business
income tax. – M.G.
Practice Point: There is an exclusion from UBTI, not applicable here, for payments received by section
501(c)(3) organizations that rent display space to exhibitors (including suppliers), including exhibitors who sell or
solicit orders, during a “qualified convention and trade show,” if at least one purpose of the show is to educate
members or to stimulate their interest in and demand for the products or services of an industry or religious
denomination whose mission(s) is or are related to the purpose of the show. The show must be designed to achieve
its purpose through the character of the exhibits and the extent of the industry products displayed.
See: Technical Advice Memorandum 201544025 (July 10, 2015).

Diocesan Financial Management - A Guide to Best Practices
(Formerly Called: "Diocesan Financial Issues")
The document Diocesan Financial Management - A Guide to Best Practices was developed by the Committee on
Budget and Finance of the United States Conference of Catholic Bishops (USCCB). It was approved by the full body
of the U.S. Catholic Bishops at its November 2002 General Meeting and has been authorized for publication by the
undersigned.
Available for download:
Msgr. William P. Fay
http://usccb.org/about/financial-reporting/
General Secretary, USCCB
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LAW BRIEFS
Conducting Bingo Games Full Time Cannot Sustain 501(c)(3) Status, IRS Says
The IRS revoked the section 501(c)(3) tax-exempt status of an organization, which had derivative recognition of exemption
through a group ruling, because a substantial part of its activities was conducting bingo games which did not further the organization’s exempt purpose. The organization’s stated exempt purpose was to educate youth on the negative social, psychological,
moral and physical effects of drug and substance abuse.
The IRS found that the organization was conducting bingo games open to the public four days a week. In one tax year, 100%
of the organization’s gross receipts were derived from bingo operations, and almost none of its expenses were attributable to
grants or other operational expenses in furtherance of its charitable purpose, but rather were used to cover overhead administrative costs and the cost of gaming prizes. – M.G.
Practice Point: Conducting a raffle or a game of chance is generally an unrelated trade or business—
and additionally is often regulated by state law. However, there is an exclusion from unrelated business taxable
income for wagers placed in a bingo game, a game of chance in which markers are placed randomly on cards,
in which the first person to form a preselected pattern (e.g., 5 across) wins, and which involves placing wagers,
determining winners, and distributing prizes in the presence of all persons placing wagers. Other requirements
apply, and the exception does not apply to other games of chance. See IRC § 513(f).
See: Private Letter Ruling 201544030 (July 28, 2015).

Law Briefs is reprinted with special permission granted
by the Office of General Counsel,
United States Conference of Catholic Bishops,
Washington, D.C.
paycor_ad_dioceses_2015.pdf 1 10/20/2015 2:10:24 PM
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Your values. Your funds.
SEI Catholic Values Funds – for faith-based
organizations and individuals
To learn more, call 866-680-8027
or go to seic.com/CatholicValues
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Streamline your payroll and HR processes and gain
easy access to data so you can focus on your mission.

CMY

K

Employee
Administration

Payroll & Time

Additional Services

º Onboarding

º Payroll

º Custom reporting

º Employee handbooks

º Tax filing

º Workers’ compensation

º HR best practices

º Employee mobile access

º Tax credit services

º HR advice & guidance

º Time and attendance
management

º Retirement services
including 403(b)

º Online check stubs

º Fund accounting
integration

º Employment screening
& background checks
º Benefits management

Call 937.776.6777

SEI Investments Management Corporation (SIMC) is the adviser to the Funds,
which are distributed by SEI Investments Distribution Co. (SIDCo). SIMC and
SIDCo are wholly owned subsidiaries of SEI Investments Company.

Call 866-680-8027 to obtain a summary
or a full prospectus containing risks,
objectives, charges and fees, to
read and carefully consider
before investing.

Visit paycor.com/diocesan-partners

Winter 2016 9

LAW BRIEFS

DFMC
Tax Round-Up

Third Circuit Deals Heavy Blow to Church Ministry-Sponsored Benefit Plans
Just as one district court upheld a Catholic hospital’s “church plan” exemption from ERISA (see “Summary Judgment
Granted in Favor of Catholic Hospital’s Church Plan in Medina,” this issue of Law Briefs), the first court of appeals to consider
the issue affirmed the decision of the lower court in Kaplan v. Saint Peter’s Healthcare System that a church agency cannot
establish a church plan.
ERISA was enacted as a labor and tax statute to provide minimum standards (vesting, participation, funding, etc.) for
employee retirement plans, ensure consistent reporting and disclosure requirements, and provide civil remedies to promote compliance. Congress exempted “church plans” from ERISA, however. Under ERISA § 3(33)(A), “[t]he term ‘church plan’ means a
plan established and maintained … for its employees (or their beneficiaries) by a church or by a convention or association of
churches which is exempt from tax under section 501 of [the Internal Revenue Code].” Thus, under ERISA § 3(33)(A), it would
appear that a church must both establish and maintain a plan for it to be a church plan. However, ERISA § 3(33)(C)(i), added by
the Multi-employer Pension Plan Amendments Act of 1980, provides that “[a] plan established and maintained for its employees
(or their beneficiaries) by a church or by a convention or association of churches includes a plan maintained by an organization,
whether a civil law corporation or otherwise, the principal purpose or function of which is the administration or funding of a
plan or program for the provision of retirement benefits or welfare benefits, or both, for the employees of a church or a convention or association of churches, if such organization is controlled by or associated with a church or a convention or association
of churches.”
The question considered by the Third Circuit was whether St. Peter’s, a nonprofit healthcare entity or “church agency,” could
establish and maintain its own defined benefit church plan under ERISA § 3(33)(C)(i), or whether the plan must in the first
instance have been established by a church to qualify as a church plan. The court noted that district courts have been split on this
issue, before concluding that the plain language of ERISA § 3(33)(A) requires a church to establish a plan, while ERISA § 3(33)
(C)(i) merely expands the maintenance requirement to permit a broader class of organizations, typically pension or benefit boards,
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Continued: to maintain the plan, without abrogating the establishment-by-a-church requirement under ERISA § 3(33)(A). The
court also noted that ERISA is a “remedial” statute and should be liberally construed in favor of protecting plan participants,
and the sheer number of employees of church agencies mitigated against removing them from the scope of the statute’s protections.
Perhaps the most troubling statement in the opinion for church plans not maintained by churches or denominational pension
boards is found in a footnote, in which the court noted it had “substantial reservations over whether St. Peter’s can even maintain
an exempt plan.” The court stated that even if an organization is controlled by or associated with a church, it must be “an organization, whether a civil law corporation or otherwise, the principal purpose or function of which is the administration or
funding of a plan or program for the provision of retirement benefits or welfare benefits, or both….” In the court’s view, St.
Peter’s principal purpose is the provision of health care and not the administration or funding of a retirement plan, and the
statute does not contemplate that a subcommittee of employees or other individuals who administer the plan satisfies this organization-level principal purpose requirement.
Other appellate decisions on this issue are expected from the Ninth Circuit (Rollins v. Dignity Health) and Seventh Circuit
(Stapleton v. Advocate Health Care Network). – M.G.
See: Kaplan v. St. Peter’s
15-1172 (3d Cir. Dec. 29,

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 Instructs Examiners that Church Tax Inquiry Protections of Section 7611 Apply to
Employment Tax Examinations
In a memorandum issued in late 2015, the Director of Examination Policy for the IRS’ Small Business/Self-Employed unit
with authority regarding the conduct of employment tax audits, announced a change to the Internal Revenue Manual, which
provides guidance to IRS revenue agents and tax examiners. Effective December 17, 2015, IRS examiners must follow section
7611 church tax inquiry protections prior to initiating any employment tax inquiries of a church.
Section 7611 was added by the Church Audit Procedures Act in 1984, replacing the prior protections in section 7605(c).
Before commencing a church tax inquiry, such as requesting information or materials from a church of a type contained in church
records, an “appropriate high-level Treasury official” must have a reasonable belief that the church may not be exempt, or may
be carrying on an unrelated trade or business or otherwise engaged in activities subject to tax under the Internal Revenue Code.
There is also a notification requirement and additional restrictions on the scope and duration of examinations. The identity of
the “appropriate high- level Treasury official” remains somewhat controversial: Treasury and the IRS published proposed regulations in 2009 indicating that the official is the Director, Exempt Organizations, but no final regulations have been published.
Practice Point: Treasury and IRS define “church,” for purposes of section 7611, to include “any
organization claiming to be a church and any convention or association of churches.” However, “a church does
not include separately incorporated church-supported schools or other organizations incorporated separately
from the church.” Treas. Reg. § 301.7611-1, A-2.
Section 4.23.2.13 of the Internal Revenue Manual (“IRM”), which was last reviewed and published by the IRS on September
22, 2015, reads in part: “IRC 7611 procedures do not apply to employment tax inquiries. However, there is potential that an
employment tax adjustment may impact TE/GE [Tax Exempt and Government Entities, a division of the IRS] issues. At a
minimum, examiners should coordinate with an exempt organizations agent before an employment tax examination of a church
is initiated.” The memorandum states that the IRM will be amended to read: “IRC 7611 procedures apply to employment tax
inquiries. Examiners should not initiate any examinations on a church. If for some reason an employment tax examiner encounters a church employment tax issue, the examiner should immediately contact the Program Manager, Exam, Programs and
Review (EPR) in TE/GE Exempt Organizations Examinations.” – M.G.
See: Memorandum for Commissioners, Large Business & International, Small Business/Self-Employed,
Tax Exempt/Government Entities, Director, Specialty Examination, SBSE-04-1215-0085 (Dec. 17,
2015).

Congress Passes Protecting Americans from Tax Hikes Act of 2015
On December 18, 2015, President Obama signed the Protecting Americans from Tax Hikes Act of 2015 (PATH Act), which
made permanent certain tax extenders provisions and added several new provisions impacting tax-exempt organizations.
Several tax extenders affecting Catholic organizations were made permanent by the PATH Act. Under section 132(f) of the
Code, transit passes and/or qualified parking benefits offered by employers are subject to separate limitations as to the monthly
amount excludible from income. Effective January 1, 2015, the monthly limit on the exclusion for combined transit pass and
vanpool benefits is $250, the same as the exclusion for qualified parking benefits (increasing to $255 for 2016).
Practice Point: Catholic employers that provided in 2015, either from their own funds or through compensation reduction agreements, transit passes in excess of $130 but not more than $250, contemplating a retroactive
extension, generally must file Forms 941-X (and Forms W-2c, if Forms W-2 have already been submitted to the
Social Security Administration). However, Notice 2016-6, issued on January 11, provides a special procedure for
employers to make adjustments if they have not yet filed their fourth quarter Form 941.
Two of the extenders made permanent are intended to encourage contributions to charitable organizations. Donors who
direct their trustees to make contributions from their traditional or ROTH individual retirement accounts to Catholic organizations and other charities that are described in section 170(b)(1)(A), including dioceses, parishes, schools and universities, hospitals
and publicly supported charities, may exclude from income the taxable portion of a distribution up to $100,000 per taxpayer in
any tax year. This exclusion for qualified charitable distributions under section 408(d) is now permanent.
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Continued: The deduction for contributions of food inventory also was made permanent, with some modifications which are
generally favorable to taxable entities that make gifts of “apparently wholesome food” to charitable organizations, including soup
kitchens. Also made permanent is the special modification rule pertaining to “qualifying specified payments” paid by a controlled
entity to a controlling organization pursuant to a binding written contract (or renewal on substantially similar terms) in effect on
August 17, 2006.
Notably, a new provision requires organizations claiming tax exemption under section 501(c)(4) to provide the IRS with
notice of formation and intent to operate under section 501(c)(4) no later than 60 days after the organization is established—presumably, the date it is legally created under state law. New section 506 of the Internal Revenue Code requires each organization
to provide its name, address and taxpayer identification number; the date on which, and the state in which, the organization was
organized; and a statement of the organization’s purpose. The IRS is required to acknowledge receipt of the notice within 60
days of receiving the notice. –M.G.
Practice Point: The new provision effectively eliminates the ability of organizations to operate under section
501(c)(4) and self-declare their exemption without having to give the IRS notice until a Form 990/EZ/N is filed.
Organizations that give notice will not be “recognized” by the IRS as tax-exempt under section 501(c)(4);
rather, such organizations will continue, as they currently do, to have the option of filing an application for
recognition of exemption (currently, Form 1024). For more information, see “IRS Issues Guidance on New
501(c)(4) Notification Requirement,” below.
See: Protecting Americans from Tax Hikes Act of 2015 (PATH Act) (S. 2029).
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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Church Plan Clarification Passed in PATH Act
Section 336 of the Protecting Americans from Tax Hikes Act of 2015 (S. 2029), signed into law by President Obama on
December 18, 2015, enacted the Church Plan Clarification Act of 2015 (S. 2308), which had recently been introduced by Sen.
Benjamin L. Cardin (D-MD) on November 19, 2015. The most significant change in the legislation concerned the application of
the section 414(c) controlled group rules to church plans. The primary purpose of the clarification appears intended to determine
when employees of related organizations must be considered for purposes of nondiscrimination testing under section 401 or
403(b) plans, but they also apply under various provisions of the Affordable Care Act, including whether related entities are
applicable large employer members of a single applicable large employer for purposes of the section 6056 reporting requirements
and the section 4980H employer mandate.
For purposes of section 414, tax-exempt organizations are generally treated as a single employer if they are under “common
control.” In regulations promulgated in 2007, Treasury and the IRS interpreted “common control” with respect to tax-exempt
organizations as follows:
For this purpose, common control exists between an exempt organization and another organization if at least 80 percent
of the directors or trustees of one organization are either representatives of, or directly or indirectly controlled by, the
other organization. A trustee or director is treated as a representative of another exempt organization if he or she also
is a trustee, director, agent, or employee of the other exempt organization. A trustee or director is controlled by another
organization if the other organization has the general power to remove such trustee or director and designate a new
trustee or director. Whether a person has the power to remove or designate a trustee or director is based on facts and
circumstances. To illustrate the rules of this paragraph (b), if exempt organization A has the power to appoint at least 80
percent of the trustees of exempt organization B (which is the owner of the outstanding shares of corporation C, which
is not an exempt organization) and to control at least 80 percent of the directors of exempt organization D, then, under
this paragraph (b) and § 1.414(b)- 1, entities A, B, C, and D are treated as the same employer with respect to any plan
maintained by A, B, C, or D for purposes of the sections referenced in section 414(b), (c), (m), (o), and (t).
Treas. Reg. §1.414(c)-5(b).
The current section 414 regulations state that the common control test quoted above does not apply “to any church, as
defined in section 3121(w)(3)(A), or any qualified church-controlled organization, as defined in section 3121(w)(3)(B).” A qualified
church-controlled organization, or QCCO, is similar (but not identical) to an integrated auxiliary, and generally excludes hospitals, nursing homes, low-income housing providers, and colleges and universities.
Nevertheless, it was assumed that even though churches and QCCOs are not subject to the same regulatory aggregation rules
as other tax-exempt organizations, they are nevertheless subject to aggregation. The 2007 preamble to the section 414 final regulations provided that churches and QCCOs “can continue to rely on the rules in Notice 89-23 for determining the controlled
group.” Notice 89-23 provided two safe harbors for determining whether two or more entities comprise a single controlled group:
(a) The controlled group includes each entity of which at least 80% of the directors, trustees or other individual members
of the entity's governing body are either representatives of or directly or indirectly control, or are controlled by, the
contributing employer.
(b) An entity is included in the same controlled group as the contributing employer if such entity provides directly or
indirectly at least 80% of the contributing employer's operating funds and there is a degree of common management
or supervision between the entities. A degree of common management or supervision exists if the entity providing the
funds has the power to appoint or nominate officers, senior management or members of the board of directors (or
other governing board) of the entity receiving the funds. A degree of common management or supervision also exists
if the entity providing the funds is involved in the day-to-day operations of the entity.
In the preamble to the final regulations under the employer mandate provision in section 4980H, the Department of
Treasury stated: “The final regulations continue to reserve on the application of the employer aggregation rules under section
414(b), (c), (m) and (o) to government entities, as well as to churches or conventions or associations of churches (as defined in §
1.170A–9(b)). Until further guidance is issued, those entities may apply a reasonable, good faith interpretation of section 414(b),
(c), (m) and (o) in determining their status as an applicable large employer.”
Under the new law passed at the end of 2015, section 414(c) has been amended to provide a general rule similar to safe
harbor (b) in Notice 89-23: an organization otherwise eligible to participate in a church plan shall not be aggregated with another such organization and treated as a single employer for a plan year beginning in a taxable year, unless (i) one such organization
provides (directly or indirectly) at least 80% of the operating funds for the other organization during the recipient organization’s
preceding taxable year; and (ii) there is a degree of common management or supervision between the organizations such that the
organization providing the operating funds is directly involved in the day-to-day operations of the recipient organization.

14 Winter 2016

LAW BRIEFS
Notwithstanding this general rule, there is a different rule for non-qualified church-controlled organizations, or non-QCCOs:
A non-QCCO shall be aggregated with one or more other non- QCCOs or organizations not exempt under section 501, and
treated as a single employer with such other organization, if at least 80 percent of the directors or trustees of such other organization are either representatives of, or directly or indirectly controlled by, such non- QCCO. Permissive aggregation is allowed,
as is permissive disaggregation of churches and QCCOs from other non-churches and non-QCCOs.
Practice Point: Until further guidance is issued, it is not certain whether the permissive aggregation
and permissive disaggregation provisions apply for ACA purposes, or only those requirements
(e.g., nondiscrimination testing) that apply to plans rather than employers.
The amendments also allow, for 403(b) plans, automatic enrollment by church plans where it had previously been prohibited
by state law (i.e., by preemption), and tax-free trustee-to-trustee plan transfers and mergers between section 401(a) qualified
church plans and 403(b) annuity contracts maintained by the same church or convention or association of churches, such as
diocesan plans. – M.G.
Practice Point: The new law does not appear to impact the church plan litigation involving the ERISA
or non-ERISA status of religiously affiliated hospitals' defined benefit plans.
See: Consolidated Appropriations Act, 2016 (P.L. 114-113).
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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 selfinsuring 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
Was due
Is Now Due
1
Form 1095-B, Health Coverage
Individuals
1/31/16
3/31/16
1
Form 1095-C, Employer Provided
Individuals
1/31/16
3/31/16
Health Insurance Offer and Coverage				
Form 1094-B, Transmittal of Health
IRS
By paper
By paper
2
Coverage Information Returns		
2/28/16
5/31/16
		
Electronically
Electronically
		
3/31/16
6/30/16
Form 1095-B, Health Coverage
IRS
By paper
By paper
2
		2/28/16
5/31/16
		
Electronically
Electronically
		
3/31/16
6/30/16
Form 1094-C, Transmittal of EmployerIRS
By paper
By paper
2
Provided Health Insurance Offer and 		
2/28/16
5/31/16
Coverage Information Returns		
Electronically
Electronically
		
3/31/16
6/30/16
Form 1095-C, Employer-Provided
IRS
By paper
By paper
2
Health Insurance Offer and Coverage		
2/28/16
5/31/16
		
Electronically
Electronically
		
3/31/16
6/30/16
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).

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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Lenten Reflection
Unfortunately, the times we live in have imposed the paradigm of economic utility as the starting point
for personal relationships. The prevailing mentality advocates for the greatest possible profits, immediately and at any cost. This not only causes the ethical dimension of business to be lost, but it also forgets
that the best investment we can make is in people, in individual persons and in families. The best investment is creating opportunities. The prevailing mentality puts the flow of people at the service of the flow
of capital, resulting in many cases in the exploitation of employees as if they were objects to be used and
discarded (cf. Laudato Si’, 123). God will hold us accountable for the slaves of our day, and we must do
everything to make sure that these situations do not happen again. The flow of capital cannot decide the
flow and life of people.
When faced with tenets of the Church’s Social Doctrine, it is objected frequently: “These teachings
would have us be charitable organizations or that we transform our businesses into philanthropic institutions”. The only aspiration of the Church’s Social Doctrine is to guard over the integrity of people
and social structures. Every time that, for whatever reason, this integrity is threatened or reduced to a
consumer good, the Church’s Social Doctrine will be a prophetic voice to protect us all from being lost in
the seductive sea of ambition. Every time that a person’s integrity is violated, society, in a certain sense,
begins to decline. This is against no one, but in favor of all. Every sector has the obligation of looking out
for the good of all; we are all in the same boat. We all have to struggle to make sure that work is a humanizing moment which looks to the future; that it is a space for building up society and each person’s
participation in it. This attitude not only provides an immediate improvement, but in the long run it will
also transform society into a culture capable of promoting a dignified space for everyone. This culture,
born many times out of tension, is creating a new style of relationships, a new kind of nation….
I know that the issues raised are not easy, but it is worse to leave the future in the hands of corruption,
brutality and the lack of equity. I know it is often not easy to bring all parties together in negotiations,
but it is worse, and we end up doing more harm, when there is a lack of negotiations and appreciation. I
know it is not easy to get along in an increasingly competitive world, but it is worse to allow the competitive world to ruin the destiny of the people. Profit and capital are not a good over and above the human
person; they are at the service of the common good. When the common good is used only in the service
of profit and capital, the only thing gained is known as exclusion.
Pope Francis to representatives of the “world of work” at the Colegio de Bachilleres, Chihuahua, Mexico.
February 17, 2016 © 2016 Libreria Editrice Vaticana
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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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