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I must confess that when Cardinal Farrell
called me last September to ask if I would
consider taking his place as episcopal
moderator of the Diocesan Fiscal
Management Conference (DFMC), I was
not sure he had the right number. While I
have always admired the DFMC for the
support it gives to diocesan finance offices
and the professional advice to the United
States Conference of Catholic Bishops
(USCCB), I have never considered myself a
finance person. But as I considered it
further, I realized that as moderator of a
fast-paced and complex curia like the
Archdiocese of Washington, I see the
growing needs of the Church in the
temporal area extending beyond basic
accounting and investment issues. I rely on
our professional and accounting staff,
especially the Chief Financial Officer, more
and more for ever diverse matters. I see
how their role and expertise crosses over
into most major decisions we face on a daily
basis in the archdiocese. Thus, I concluded
episcopal moderator is a role that on behalf
of the DFMC and USCCB, I could and
would be honored to fulfill.
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		In the few months since assuming this
new responsibility, I have had time to reflect
even more on the ongoing work of the
DFMC and how it serves the dioceses in
North America. I am struck by its mission,
“To provide leadership in fiscal
management to the Catholic Church.” It is
easy to see the DFMC as an annual
conference, an event that comes and goes,
but providing leadership calls for much
more. To provide leadership requires vision,
purpose, and expertise. In today’s
everchanging world—whether finance,
accounting, healthcare, insurance, or even
the Church—it also necessitates being
professionally and technologically prepared.
This is a tall order for any organization,
including the Church.
		In this light, it is encouraging to see
the direction the DFMC is heading with its
current Strategic Plan. The focus on
continuing education at the annual meeting
and throughout the year on its website is
crucial in meeting the need of expertise on
an ever-expanding number of issues in
dioceses. At the same time, the Certified
Diocesan Fiscal Manager (CDFM) program
is becoming more and more common place
and an important recognition of
competency in Church-related temporal
areas.
		The focus on important relationships is
of utmost importance. The interaction of
members provided by the annual meeting
and on the website, is key to solving many
problems dioceses face, and it often helps
avoid a replication of efforts in dioceses
across North America. Equally important, is
the relationship with the USCCB. The
recent assistance with the diocesan
assessment formula and the ongoing work
on the Accounting Practices Committee are
much appreciated and valued by the
MORE ON PAGE 2
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bishops. The connections the DFMC makes for dioceses with the most relevant diocesan
service providers also forges strategic alliances that are paramount in aiding the Church.
These are all helpful initiatives that I hope to continue supporting and encouraging while
I serve as the DFMC episcopal moderator.
		To help us on our journey together in 2017, I would like to draw your attention to
some of the relevant points Pope Francis made in his December 22, 2016 address to the
Roman Curia. While the pope is specifically addressing curial reforms, the deeper
meaning of each point may be applied to our situations in the local Church. As we work
together as leaders in fiscal management, I suggest we take these points to heart and
make them an integral part of who we are and how we act.
1. Individual responsibility (personal conversion), “without which all
		 structural change would prove useless. The true soul of the reform are the men and
		 women who are part of it and make it possible. Indeed, personal conversion
		 supports and reinforces communal conversion.”
2. Pastoral concern (pastoral conversion). “Behind every paper is a person.”
3. Missionary spirit (Christocentrism). “The chief aim of all forms of service
		 in the Church [is] to bring the Good News to the ends of the earth.”
4. Organizational clarity. “Areas of competence must be respected, but they must
		 also be distributed in a reasonable, efficient and productive way.”
5. Improved functioning. Good stewardship of resources means proper roles for
		 greater efficiency.
6. Modernization (updating). “This involves an ability to interpret and attend to
		 ‘the signs of the times.’”
7. Sobriety. A serious approach to all we do is “needed for a proper and authentic
		witness.”
8. Subsidiarity. Making sure that certain tasks are performed in their proper place,
		 for example at the parish level, “so that carrying out its proper duties it will be of
		 direct and immediate.”
9. Synodality. Working together to find solutions. We “must avoid the fragmentation
		 caused by factors such as the multiplication of specialized sectors, which can tend
		 to become self-referential.”
10. Catholicity. “The catholicity of the Church must be reflected in the hiring of
		 personnel… carefully selected on the basis of their unexceptionable spiritual and
		 moral life and their professional competence…. Also of great importance is an
		 enhanced role for women and lay people in the life of the Church and their		
		 integration into roles of leadership.”
11. Professionalism. The finance office “must adopt a policy of continuing
		 formation for its personnel, to avoid their falling into a rut or becoming stuck in a
		 bureaucratic routine.”
12. Gradualism (discernment) in implementing improvement, “Gradualism has to
		 do with the necessary discernment entailed by historical processes, the passage of
		 time and stages of development, assessment, correction, experimentation, and
		 approvals ad experimentum… flexibility [is] needed to be able to achieve a true
		reform.”
In closing, I leave you these points to ponder, meditate on, and enact. May the Lord bless
you in your work and may the DFMC be a source of support and hope guiding you in
your important roles in the Church. ✟
Most Reverend Barry Knestout
Auxiliary Bishop of Washington
Episcopal Moderator of the DFMC

Your Membership Dues at Work!
Thank you all very much for your 2017 DFMC
membership dues! The goal of the DFMC Board of
Directors is to offer as much value as possible while keeping
the membership dues low and affordable for all the dioceses
and eparchies.
Last year the support of members and diocesan service
providers enabled the DFMC to achieve several important
long-lasting initiatives that will continue to support dioceses
far into the future. Among the many things done, let me
highlight some of the most important. First, the Board could
provide a high quality annual meeting in San Diego. We are
very happy to report that membership attendance was the
highest ever and, according to member feedback, the
presentations were not just great but timely and important.
In 2016 we also finished rolling out the online CPE
courses offering important training in 16 areas that most
affect the work of diocesan accounting and finance
professionals. For those who complete the exams, we offer a
total of 32 National Association of State Boards of
Accountancy (NASBA) certified Continuing Professional
Education (CPE) credits! Taking these courses also prepares
members for the Certified Diocesan Fiscal Managers
(CDFM) exam. In fact, we are delighted to report, for the
first time all those who sat for the exam last year, nine in
total, passed! The CDFM is becoming an ever more
important preparation for tackling more and more complex
diocesan issues.
This year’s dues promise to provide even more value. In
2017, following member feedback over the past few years,
we will experience a few important changes to the annual
meeting as well as some innovations through the DFMC
website.
Over the years annual meeting participants have
requested more valuable content during the few days we
have together and more useful time with the exhibitors and
sponsors. While keeping the exact same number of days for
the meeting, Sunday afternoon through Wednesday evening,
the Program Committee has developed a program that will
better meet these needs.
The DFMC annual meeting in Baltimore will begin
Sunday with a banquet and keynote speaker, Fr. James
Martin, S.J. The exhibit hall will open on Monday at lunch
and run through Tuesday afternoon, with ample time to
visit new and existing partners. Tuesday afternoon will
continue with programing, as will all day Wednesday, while
all evenings will be free for networking and fun. This year
also will feature a novelty. The four concurrent sessions on
Wednesday will be hosted by service providers giving even
more valuable time for members to spend with them
exploring the most important issues of the day. It promises
to be an even better meeting than last year; you won’t want
to miss it!

We are pleased to announce other new developments
regarding the website. One of the most important and used
features in the members’ section of the DFMC website is the
Listserv/Forum area. We are working to enhance this section
to make it much more user-friendly. We will enable members
to be in frequent and easy contact with one another as well
as our important service providers. It will have much more
of a social media feel but still offer security that members
need to communicate and share important information
without interference. We will communicate more
information as we begin to roll the new platform out.
Finally, we are happy to announce that we working on
offering live online courses on the most important topics of
the day as a service to members. These courses will offer
CPE credits for those who attend live and be available in an
archive for those who wish to attend at their own
convenience. We are also exploring offering online video
training modules for CDFM preparation and alternative
approaches and times for the CDFM exam. Stay tuned for
details!
I think you will find 2017 to be a very exciting and
important year for the DFMC. Thank you for your
continued support in both prayers and dues. ✟

What projects
have your parishes
been putting off?

Parish Needs

The Parish Capital Campaign
program from Our Sunday Visitor is
a complete consulting, communication
and recording program focused on vital

Replace leaky ro
of
Replace carpet
Wheelchair ram
ps
New HVAC syst
em
Repaint sanctu
ary
Repair organ

parish projects.This solution makes
it simple for parish staff to implement
and complete a successful
campaign.
Parish Capital Campaigns
also provide the parish a way
to separate capital funding
needs from regular offertory.

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

(800) 348-2886, ext. 2539
WINTER 2017

3

DFMC
2017 Membership List
Alabama
Birmingham
Mobile
Alaska
Anchorage
Fairbanks
Juneau
Arizona
Phoenix
Tucson
Holy Protection of Mary
LByzantine Catholic Eparchy
Arkansas
Little Rock
California
Armenian Catholic
Eparchy of Our Lady of
Nareg
Fresno
Los Angeles
Monterey
Oakland
Orange
Sacramento
San Bernardino
San Diego
San Francisco
San Jose
Santa Rosa
Stockton
Colorado
Colorado Springs
Denver
Pueblo
Connecticut
Bridgeport
Hartford
Norwich
Stamford for Ukrainians
District of Columbia
Military Services, USA
Washington, DC
Florida
Miami
Orlando
Palm Beach
Pensacola-Tallahassee
St Augustine
St Petersburg
Venice
Georgia
Atlanta
Savannah
Hawaii
Honolulu
Idaho
Boise
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Illinois
Belleville
Chicago
Joliet
Peoria
Rockford
Springfield (IL)
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
Louisville
Owensboro
Louisiana
Alexandria
Baton Rouge
Houma-Thibodaux
Lafayette (LA)
Lake Charles
New Orleans
Shreveport
Maine
Portland (ME)
Maryland
Baltimore
Massachusetts
Boston
Fall River
Springfield (MA)
Worcester
Michigan
Detroit
Gaylord
Grand Rapids
Kalamazoo
Lansing
Marquette
Saginaw
Minnesota
Crookston
Duluth
New Ulm
St. Cloud
St. Paul-Minneapolis
Winona

Supporting each other. . . Thank You!
Mississippi
Biloxi
Jackson

Oklahoma
Oklahoma City
Tulsa

Missouri
Jefferson City
Kansas City-St. Joseph
Our Lady of Lebanon of
Los Angeles
Springfield-Cape
Girardeau, MO
St. Louis

Oregon
Baker
Portland (OR)

Montana
Great Falls-Billings
Helena
Nebraska
Grand Island
Lincoln
Omaha
Nevada
Las Vegas
Reno
New Hampshire
Manchester
New Jersey
Camden
Metuchen
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
Toledo
Youngstown

Pennsylvania
Allentown
Altoona-Johnstown
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
Spokane
Yakima
West Virginia
Wheeling-Charleston
Wisconsin
Green Bay
La Crosse
Madison
Milwaukee
Superior
Wyoming
Cheyenne
Atlantic Islands
Arecibo, PR
Fajardo-Humacao, PR
Nassau, NP
Ponce, PR
St. Thomas, VI
Pacific Islands
Agana, GU
Canada
Calgary, AB
Hamilton, ON
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

Channeling the Wants and Needs of Users,
What Does the Future Hold for Nonprofit Accounting?
January 23, 2017 by Andy Segedin
Reprinted with permission of The NonProfit Times,
go to www.nptimes.com

In the beginning there was heaven and earth. Things like
water and light took a little while longer. Nonprofit accounting software providers find themselves somewhere in the
middle of the tech week of creation.
Basic functionality has been widely available for years
and years. Sector-specific accommodations are becoming
increasingly common. It’s only been recently, however, that
software companies have proclaimed “Let there be light!”
Flat-file integration had long been the common way
of nonprofit accounting, according to Dan Murphy, senior
manager at Abila. Organizations might have had financial
management and billing capabilities and the two might have
even been able to integrate. There was one flexible system
that could handle donor management, mailing, and billing
— serving as a jack-of-all-trades, but a master of none.
More tailor-fit solutions have come into high demand in
the past few years. “What we’re seeing is reliance on technology to scale,” Murphy said. “Organizations can’t have
generic technology. They have to have purpose-built technology…the past two years we’ve seen this as being highly
preferred or required.”

The trend is called “channeling,” a move toward organizations seeking solutions that are unique and flexible not
only the broader nonprofit sector, but their specific subsector — health, education, etc. — and needs. Features such as
cloud-to-cloud capabilities and synchronization with multiple
systems are now not simply requested. They are expected.
The needs of an affordable housing nonprofit are an
example of this shift in the market in action, Murphy said.
Subsidized rent is likely a component of the nonprofit’s billing process, but it also plays into execution and performance
metrics. Solutions that are of centralizing that information
and sharing it between departments serving different purposes thus become more important.
This is especially true as nonprofits face a squeeze from
regulators regarding both their bottom line and services provided. “As compliance gets more specific, a lot of people are
looking beyond generic,” added Jenna Overbeck, the Austin,
Texas-based company’s public relations and social media
manager. “The need to track and pull reports – that’s been a
big turning point.”
Murphy spends much of his time tracking the volume of
activity customers are experiencing, speaking with customers,
participating in usability sessions, and fielding requests from
customers as well as resellers. From a product perspective,
MORE ON PAGE 6

WINTER 2017

5

DFMC
Channeling the Wants and Needs of Users, What Does the Future Hold for Nonprofit Accounting?
FROM PAGE 5

Abila has prioritized building out, according to Murphy. The
company has developed a Partner Ecosystem of resellers,
implementation partners, and product partners with products
that complement, extend, or integrate with one or more of
Abila’s products. Abila Marketplace was launched last year
in an effort to help customers more easily find integration
partners.
Blackbaud, too, has emphasized collaboration and strong
application program interfaces (APIs) – products that can
integrate with other products, said Tom Walker, financial
solutions product manager. The balance Walker tries to find
is determining and prioritizing where Blackbauad should allocate its resources.
In some cases, it might make more sense to look outside the Charleston, S.C., company, he said. Blackbaud is
a strong accounting-solution fit for clinics, for instance, but
that doesn’t mean that the company will take the next step
and develop an electronic records system. It might not make
sense. “If you think of verticalization, it’s not just the four
walls of Blackbaud, but who we can partner with,” Walker
said. “What would it take me to build it? Can I get my
executives to fund it…I’m going to go out and see who I can
partner with or if it would make sense to acquire an organization.”
The ability to reach niches is important in today’s market, added Michael Blanton, senior product marketing manager. From a client’s perspective, there is value in using APIs
to build off the strengths of different vendors as opposed to
having to purchase a stack of products from one software
company. Blackbaud might be able to fill an organization’s
accounting or CRM needs and then connect to those specializing in other areas. Acquisitions also serve this purpose.
MicroEdge, a grant administration product, was acquired to
help serve a broader network of customers, Blanton said.
Verticalization has been a priority for Blackbaud for
many years, Blanton said. K-12 education, for instance, has
always been a market of emphasis for the company and solutions have long been tailored for the education space. That
perspective has been ratchetted up further in the past few
years, driven by a more nuanced market and increased connectivity of software.
Blackbaud is fresh off the heels of its annual conference
and the things the market seems to be clamoring for are
readability and connectivity, according to Blanton. Organizations are prioritizing better reporting, not just financial,
but in services provided such as beds at a hospital or meals
for a social-service provider. Integration is important in that,
Blanton said, and a learning gap remains. Some organization
staffs still struggle with adapting to the cloud.
The regulation crunch helps inform practices and partnerships, added Walker. Blackbaud, for instance, has begun
using Microsoft Office APIs to help organizations better
connect journal entries with accounting. “If I can save them
20 minutes on this or 30 minutes on that…It’s focusing on
efficiencies to help them do more with less,” he said.
Peter Stam, president of Needham, Mass.-based Accufund, also sees regulation as a driving force behind software
specialization. More regulations equate to potentially less
6 WINTER 2017

money available for services. With that comes important
organizational decisions in terms of what client base they can
best serve, who to focus on, and how to show compliance and
success.
“I think that they are beginning to get more into performance reporting, the ability to include unit accounting
or performance accounting. It is easier to see units served
or expenses per unit,” Stam said. “More people are taking
advantage of capabilities there.”
Accounts receivable billing has become very specific in
some cases, according to Stam. In response, Accufund has
looked to its customer base to gauge their needs and what
variations to modules would be helpful. An example of this is
client services. Users are being able to track more client-level
data, Stam said, in an effort to deduce how client bases affect
the organizations’ bottom lines to help inform where additional funding is needed.
Stam has seen a market for specialization, but he doesn’t
think it’s a particularly new concept or one that is sweeping
the market. Some products might fit better in some niches,
he said, but products that can deliver accurate reporting in
real time still tend to be the most successful. “[Customers]
need numbers quickly, they need accurate numbers quickly,”
said Stam. “When you live on razor-thin margins, there is no
room for error.”
Focuses have, in turn, been on developing and marketing
Accufund as a flexible, configurable product with detailed reporting and client-data capabilities. Stam sees Accufund and

At Breckinridge Capital Advisors, we integrate
environmental, social and governance factors
into our research process, and our robust,
proprietary tools can effectively build and
manage customized fixed income separate
accounts to accommodate Catholic mandates.

To learn more, please visit www.breckinridge.com
or call Cara Early at 617-443-1120.

its competitor products specializing in the nonprofit market
as increasingly valuable because “people are finding that the
[basic] Quick-Books, the generic, horizontal products don’t
have the reporting capacities that they need. That’s opening
up more opportunities.”
Flexibility and configurability are the names of the game
now, according to Donald Cassady, president and CEO of
Grants Management Systems (GMS). Five years ago, most
nonprofits were 100-percent budget driven. Today, as much,
if not more, results related data are being collected and sent
to funders as compared to financials. Organizations are, in
turn, being asked to do more on thin margins. “Accountability has been there forever,” Cassady said. “Accountability is
paramount when you are spending these kinds of dollars.”
GMS, based in Kensington, Md., has not ventured into
dedicating itself to specific verticals, Cassady believing that it
limits more customers than it would gain. In an era in which
providers are more specialized and nobody does everything
well, leaders at GMS have also shied away from building out
too many ancillaries and have instead focused on being able
to sync well with various APIs.
Mergers between organizations and nonprofit-corporate
partnerships have also driven the need to be compatible.
These types of moves have become increasingly common
in the past two or three years, according to Cassady, and
are necessary for cash-strapped organizations to survive.
Software providers, in turn, are expected to accommodate
integrations with organizations’ ancillary software or existing
accounting software.
Even small soup kitchens, for example, don’t conduct
manual payroll anymore, according to Cassady. So, when a
GMS client merges with that soup kitchen it is paramount
that the product is flexible enough to hit the ground running.
The real-time needs of existing clients mirror the priorities of potential new ones. When GMS employees conduct
demonstrations for prospective clients, the ability of the
accounting software to connect with other software drives a
good part of the conversation. “Any software that is out there
right now needs to play well with others in order to survive,”
Cassady said.
Jay Malik, CEO of Tangicloud, is a veteran of the
nonprofit tech space, but is entering this new age of nonprofit accounting software with fresh eyes. Tangicloud, based
in Littleton, Colo., gained access to OneNFP’s client list
early last year. The deal wasn’t a product acquisition, Malik
explained, and a new system based off Microsoft’s new
Dynamics 365 technology had to be built. Product building
began in March, followed by customer conversion in July,
and complete conversion in August.
Malik said nonprofit and government clients have
gravitated toward leased, cloud-based products for
three particular reasons:
1) The cost of leasing is a predictable expense that can
		 be plugged into budgets year to year;
2) Cloud-based software is generally up to date.
Customers aren’t faced with the dilemma of buying
a new system or continuing on with something that’s
several years old; and;
3) The independence from having to manage servers and
infrastructure. This benefit is harder to quantify, but is
		 still significant, according to Malik.

Customers in Sudan, for instance, either can’t or don’t
want to be responsible for the maintenance of expensive
equipment. The cloud is safer in many ways, he said. Stateside, customers appreciate not having to tie up IT personnel
in the management of servers, with one customer telling
Malik that he would rather hire another accountant than an
IT staffer.
The new age has also had the effect of broadening the
marketplace with new price structures, Malik said. A decade
ago, it might have cost between $50,000 and $100,000 to
sign on and implement a new solution. The on-boarding
phase is now down to $5,000 or $10,000, he said, making it
easier to fit into organizational budgets. This cost is down for
providers as well, Malik said, as customers are often able to
on-board themselves with their own resources.
In turn, Tangicloud is able to zero-in on smaller organizations. Ten years ago, Malik would have defined his
customer base as those with $5 million in revenue or more.
“Bending the cost curve, when you look at the United States
nonprofit market, we’re now targeting $1 million and above,
or even $250,000,” said Malik. “The number of organizations that we can reach is much greater. Smaller nonprofits
need sophisticated functionality as much as large nonprofits
because of compliance requirements.”
Aplos, headquartered in Fresno, Calif., caters to small
and medium-sized nonprofits, those with $5 million or less
in revenue. The company was pretty early to the game in
targeting that market, according to Eric Nasalroad, chief
operating officer. At the time, Aplos’ client base which was
MORE ON PAGE 8

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

A TRUSTED PARTNER FOR CATHOLIC
INSTITUTIONS GLOBALLY SINCE 1981.
info@cbisonline.com

I
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What Next? Will 1 Plus 1 Equal 3?
What does the future hold for nonprofit accounting? Those
in the field were asked what they believe will be driving conversations a few years down the line. Their answers included:

3 Customization and flexibility. By far the most common

trend according to nonprofit tech executives, ease of use and
ability to accommodate different types and sources of information will only become increasingly important, said Dan
Murphy, senior manager at Abila. Donald Cassady, president
and CEO of Grants Management Systems agrees with him.
Integration between other systems and revenue sources has
been a priority for about two or three years now and he
expects that to grow.
The increasing number of applications and pull to become
more transparent and accurate fuels this trend, said Eric
Nasalroad, chief operating officer at Aplos. “From our standpoint, we stay up at night trying to keep it simple without losing robustness…if you, as a software, can’t move with them,
they’re going to find somebody who will.”

Editor’s note: The software companies listed in this article
are for example and information only. The DFMC does not
endorse or recommend any vendors. For a list of various
accounting software solutions, see the appendix to this article
at http://www.thenonprofittimes.com/news-articles/channeling-wants-needs-users-prominent-applications-roundupfuture-hold-nonprofit-accounting/.
DFMC accounting software solutions exhibitors and
sponsors are:
Advanced Enterprise Technologies, Inc.
Intacct
Parish Data Systems
ParishSOFT LLC
Qvinci Software
Shelby Systems
Serenic Software
©Visit Baltimore

comprised of churches, booster clubs, and community groups
was thrilled to just have quality fund accounting capabilities.
Expectations have risen as time has gone on.
“They all have nuances,” Nasalroad said of Aplos’ customers. “They expect things that are nuanced. Even if they
are smaller, they are shopping for those nuances.” Leaders
at Aplos decided to keep product development rather lean.
Instead of gearing toward a few key verticals, Aplos conducts
customer interviews and fields requests while trying to build
itself toward being more customizable as opposed to really
specific. Aplos built out feature sets on the fund-accounting
side. Where it has been unable to meet requests, it has looked
to fill gaps with API partners. Community Church Builder
has served as the management complement to Apolos’ accounting solution in some cases, according to Nasalroad.
Products like Kindful can be used by Aplos customers to
handle donor management.
While Aplos leaders have tried to stay lean on the development side and avoid pigeonholing the company into a
specific vertical, ways to make the solution customizable have
been created. For instance, Aplos has a feature that allows
users to track specific expenditures department to department and location to location. The salary of a manager of
five Boys & Girls Clubs might be split five ways, for example,
Nasalroad said. Using the tracking capability, that expense
can be followed across locations. Tracking can be similarly
done with other activities, incomes, or expenditures.
Nasalroad said that for the smaller and start-up organizations that Aplos serves, the emphasis has been on starting out
with basic software and adding on modules for things such
as online donations as needed. “The software can grow with
them without complicating things and it may grow differently
than the customer that came in last week,” he said.

1 Artificial intelligence. Automation and machine learning

are the new golden geese, according to Michael Blanton,
senior product marketing manager for Blackbaud. “How do
we leverage data to help inform people with technology? The
more we build on that the better everyone will be,” he said.
Tom Walker, financial solutions product manager at Blackbaud, echoed his colleague. Machine learning, he said, has
the potential to improve audit services and workflows;

2 A focus on performance. Peter Stam, president of Ac-

cufund, predicts that there will come a point when funding
agencies will note over-regulation and move back toward
more of a block-grant concept. Less focus on regulation and
more on performance will, in turn, change reporting and
reporting needs. The pressure will be put on organizations
to be able to report not only they are the right agency for a
grant or a project, but also their efficiency; and,

8 WINTER 2017

Baltimore, MD

HOME OF THE 2017 DFMC CONFERENCE

LAW BRIEFS
Tax Roundup
IRS Publishes Inflation-Adjustments for 2017
On October 25, the IRS released Revenue Procedure 2016-55, containing inflation-adjustments for various federal tax items
for 2017. Included among the adjustments are updates to the tax rate tables, the standard deduction amounts, the personal
exemption amount, the annual exclusion of gifts from an individual’s total amount of taxable gifts, and other items. On October
27, the IRS released Notice 2016-62, which contains inflation-adjustments for dollar limitations on benefits and contributions
under qualified retirement plans. A summary of the inflation-adjustments relevant to Catholic organizations is provided below.
Healthcare FSAs
For taxable years beginning in 2017, the maximum exclusion
for an employee’s voluntary salary reduction contribution to
a health flexible spending arrangement provided under an
employer’s cafeteria plan is $2,600 (up from $2,550).

Practice Point: Annual contributions to dependent
care flexible spending accounts are limited, under section
129(a)(2)(A), to $5,000, or $2,500 for a married individual
filing separately. These amounts are not adjusted for inflation.

Qualified Transportation Fringe Benefits
For taxable years beginning in 2017, the monthly limitation for a section 132(f) fringe benefit exclusion for transportation in
a commuter highway vehicle, any transit pass, or qualified parking, is $255.
Low-Cost Articles, Insubstantial Benefits, Other Items
The revenue procedure updates, for taxable years beginning in 2017, the value of low cost articles under section 513(h)(2) of
the Internal Revenue Code & “insubstantial benefits” for purposes of the charitable income tax deduction under section 170.
There is an exclusion from unrelated business taxable income
for contributions received with respect to distributions of low cost
articles (address labels, for example) incidental to the solicitation
of charitable contributions. The term “low cost article” includes
all items distributed to a single distributee, the cost of which does
not exceed, for taxable years beginning in 2017, $10.70.

Practice Point: The low cost articles exception applies only
to distributions “incidental to the solicitation of charitable
contributions,” which means the distribution must not be
made at the request of or with the express consent of the distributee, and the article(s) must be accompanied by a request
for a charitable contribution that includes a statement that the
distributee may retain the article(s) regardless of whether the
distributee makes a contribution.

Contributions to a section 501(c)(3) charitable organization
are deductible under section 170 only to the extent they exceed
the fair market value of goods or services received in return.
However, certain “insubstantial benefits” may be disregarded. For
taxable years beginning in 2017, benefits received by a donor from a charity will be deemed to have “insubstantial fair market
value” if the donor’s contribution is made within the context of the charitable organization’s qualified fundraising campaign in
which the charity informs donors how much of their payments are deductible, and either (i) the benefits received by the donor
have a fair market value that does not exceed the lesser of 2% of the donor’s payment or $107, or, (ii) in the case of payments of
$53.50 or more, the donor receives only token items (bookmarks, calendars, key chains, mugs, posters, tee shirts, etc.) bearing the
organization’s name or logo, the aggregate cost—not fair market value—of which does not exceed $10.70.
Retirement Plan Limitations
Effective January 1, 2017, the limitation on the annual benefit under a defined benefit plan under section 415(b)(1)(A)
is $215,000 (up from $210,000). The limitation for defined
contribution plans under section 415(c)(1)(A) is $54,000 (up
from $53,000).

Practice Point: To disregard the value of benefits provided
to donors pursuant to a “qualified fundraising campaign,” the
charity must follow the same rules that apply to distributions
“incidental to the solicitation of charitable contributions,”
above. See Rev. Proc. 92-49, 1992-1 C.B. 987.

The section 402(g) elective deferral limit for employees in 401(k) and 403(b) plans remains $18,000, and the catch-up
contribution limit for employees 50 years of age and over remains $6,000. –M.G.

See: Revenue Procedure 2016-55 (Oct. 25, 2016); Notice 2016-62 (Oct. 27, 2016).

Law Briefs is reprinted with special permission granted
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Other Regulatory Issues
Congress Extends Religious Worker Provisions
In late September 2016 Congress enacted H.R. 5325, a Continuing Resolution (“CR”) that among other things extends the
special immigrant non-minister religious worker categories that were set to expire on September 30, 2016. President Obama
signed the CR on September 29, 2016, and it is effective until December 9, 2016. Unlike previous extensions that were explicit
in mentioning the relevant religious worker statutory provisions, the CR affirmed the authority granted to the Department of
Homeland Security in the Appropriations Act of 2016, which included an extension of the religious worker categories. P.L. 114113 § 573, p. 707-708. The United States Citizenship and Immigration Services acknowledged the extension in a message to the
public released on September 30, 2016. –C.O.M.
Practice Point: These religious worker provisions do not affect priests, but rather others engaging in religious occupations
or religious vocations that would qualify for permanent residency status as special immigrants under immigrations laws.
Attempts to make the provisions permanent have not been successful, and in the most recent reauthorizations they have
been linked to three other immigration programs with the same expiration dates, including e-verify (employment eligibility
authorization), Conrad 30 (waiver of home residency requirements for certain recent medical graduates), and EB-5 (fifth
preference employment-based categories for investors).

"Cream, Sugar, and Tax with That?" IRS Asks Religious Coffee Shop
In a private letter ruling, the IRS determined that an organization operating a coffee shop did not qualify for exemption
under section 501(c)(3). The applicant was formed as a nonprofit corporation, and its charter and bylaws described among its
purposes "[p ]roclaiming earnestly the gospel message ... [p ]romoting prayer, Bible study, missions, Christian fellowship, evangelism, Christian service and ... [p]roviding a forum in which the Gospel of Jesus Christ can be discussed with non-believers outside
of a formal church setting."
The organization was also committed to a Fund-giving Policy of giving away 100% of its profits after payments for payroll
costs, occupancy costs, licenses and permits, advertising, insurance, supplies, costs of goods sold, and other expenses.
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Practice Point: Generally, paying all profits to other section 501(c)(3) organizations is not sufficient to establish that an
organization is organized and operated exclusively for charitable purposes. See "Ninth Circuit Affirms No Exemption for
Organization that Donates Profits to Charities," Law Briefs (June 2015). In this regard, the test for determining whether an
activity might incur unrelated business income tax is instructive: it is irrelevant how an organization intends to use funds it
generates from an activity (i.e., the "destination of income" test); what matters is the nature of the activity itself, and whether it has an important causal relationship to the achievement of the organization's exempt purposes.
To accomplish its mission, the organization opened a coffee shop downtown where there was no similar business. The coffee
shop is open weekdays from 6:00 a.m. to 8:00 p.m. and Saturdays from 7:00 a.m. to 8:00 p.m., and sells coffee and espresso purchased from coffee farmers at "Fair Trade" prices, among other drinks, such as tea, smoothies, and juices. The organization
intends to develop the capability to sell its roasted coffee beans online. The coffee shop also sells a variety of food, including soups,
sandwiches, baked goods, salads, and desserts.
Practice Point: As with other would-be charitable organizations that conduct entertaining, social, and/or recreational
activities as part of their exempt purposes, the IRS seems to be suggesting in this ruling that a religious coffee shop should
have significant structured spiritual or religious activities which the organization, not its attendees, conducts. See "Mobile
Retreat Center Did Not Qualify Under 501(c)(3)," Law Briefs (Sept. 2016).
The IRS found that more than an insubstantial portion of the organization's activities served a commercial purpose because
it was open to the public for extended periods of time, advertised, provided free WiFi and power outlets for customer use, and
met its operating expenses by charging for food and beverages, similar to other for-profit coffee shops. While the organization did
in fact provide ( and even encouraged use of) its meeting space as a venue for Bible studies and promotion of the Gospel, the
organization did not regularly conduct these activities itself-it merely provided the venue, just as it did for business meetings,
birthday parties, and baby and bridal showers. –M.G.
See: Private Letter Ruling 201645017 (Aug. 11, 2016).
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IRS Turning its Attention Back to Group Rulings?
"So we continue to improve processes in EO Determinations and we're currently focusing on group rulings and the whole group ruling process
and regime that goes around the operation of organizations within a group ruling. We're using a Lean Six Sigma approach to actually analyze the
group ruling data and identify opportunities to reduce the applicant burden as well as to improve compliance, accountability and transparency in
the group's operations and their reporting, centered around the central organization's accountability for the members of its group as well as the
group's subordinate operations within the group."
- Tammy Ripperda, Outgoing Director of Exempt Organizations, Internal Revenue Service, at a meeting of the Gulf Coast
Area TE/GE Council, October 25, 2016.
Tammy L. Ripperda, in one of her last public appearances as the IRS Director of Exempt Organizations before she becomes
the Deputy Commissioner for Small Business/Self-Employed, stated that Exempt Organizations is currently focusing on group
rulings and how they operate. While she did not specifically state that the IRS was looking at updating the now woefully out-ofdate Revenue Procedure 80-27, one cannot help but wonder if the IRS is going to tum its temporarily interrupted attention back
toward crucial reporting and compliance issues of group exemptions.
On June 15, 2011, the Advisory Committee on Tax Exempt and
Practice Point: The USCCB does not file a
Government Entities, or ACT, published a report on the status of group
group return for its subordinate organizations
exemptions which made several recommendations to the IRS, including
and, since 2007, no longer permits Type III
eliminating group annual information returns, updating Rev. Proc. 80-27
supporting organizations to request inclusion in
to provide guidance concerning the meaning of "general supervision or
the group ruling.
control," creating workable new options to include subordinate organizations in EO Select Check or otherwise provide donors with information regarding deductibility of contributions to such
organizations, and issuing guidance that Type III supporting organizations may no longer be included in group rulings.
About a year and a half after the ACT report was published, the IRS announced in January 2013, as part of the 2012 Annual
Report and 2013 Workplan, that it was going to initiate a group rulings compliance project, which was kicked off with a questionnaire sent to over 2,000 group ruling holders which consisted of 80 questions that focused on issues such as the size and
complexity of group rulings, communication and the relationship between group ruling holders and their subordinates, group
ruling procedures, unrelated business taxable income, and annual reporting requirements.
Later in 2013, the IRS found itself at the center of a
controversy over how it handled applications by conservative
and liberal advocacy organizations for recognition of exemption under Sections 501(c)(3) and 501(c)(4) and, coupled with
massive turnover of key management officials in Tax Exempt
and Government Entities (TE/GE) and the Exempt
Organizations division, group rulings may have been able to
slip out from under the spotlight and increased scrutiny. In
the past few years, Exempt Organizations has transitioned
away from conducting sector-targeted compliance projects in
favor of enforcement based on data-driven decision-making.
–M.G.
See: "EO Division Director Looks Back and Looks
Forward," EO Tax Journal 2016-217 (Nov. 8, 2016).
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Optional Standard Mileage Rate Drops
to 53.5 Cents Per Mile for 2017
The IRS announced on December 13 that the standard
mileage rate for transportation or travel expenses in 2017 is
53.5 cents per mile, a decrease of 0.5 cents from the 2016
rate. The statutory rate for gratuitous service of charitable
organizations is not subject to inflation and remains 14 cents
per mile. Taxpayers who choose not to use the optional standard mileage rates may instead substantiate their actual
allowable expenses. –M.G.
See: Notice 2016-79 (Dec. 13, 2016).
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Ask the Tax Man (Answers Your Questions About Losing Free Money)
“Ask the Tax Man” is a feature dealing with common tax and group ruling issues faced by dioceses and their
related institutions. We hope you find Tax Man’s practical advice helpful. If you have a question for him, please
fax it to Tax Man, Office of General Counsel, (202) 541-3337.

Dear Tax Man,
We have a family who has made a donation to our school and the Walmart Foundation
		 will triple the family’s donation. However, when we try to enter our TIN the IRS does not
		 recognize our organization. Can you lead me in the right direction to remedy this situation?
~ Losing Free Money
Dear Losing Free Money,
		 The problem here is that your school is not listed in the IRS Exempt Organizations Business Master File (“EO
BMF”), and your matching donor, the Walmart Foundation, apparently only makes contributions to organizations that it can
verify are recognized by the IRS as tax-exempt because they are included in the EO BMF or confirmed by a verified third party
charitable organization that pulls data directly from the EO BMF, such as GuideStar. (Group ruling organizations are not eligible
to be listed in Exempt Organizations Select Check.)
		 The good news is that there is a solution. The bad news is that the solution can take many months to implement, which is
why I’m reproducing your question in this issue of Law Briefs, with the hope that I can encourage diocesan attorneys to play the
long game and get out ahead of the situation before they have a client calling or emailing them telling them the organization is
going to lose a grant (or, in this case, a matching donation).
		 Under the USCCB’s current group ruling procedures, every time an organization is approved for inclusion in the group ruling by the Office of General Counsel, the USCCB sends to the IRS a copy of the approved Form 0928-1, which provides in one
document all of the information the IRS needs to include the organization in the EO BMF. It hasn’t always been that way, however. For many years, the USCCB did not provide this information to the IRS because the USCCB, as a church, is not required
to, and instead group ruling organizations and donors continued to rely on an organization’s inclusion in the Official
Catholic Directory (“OCD”). Therefore, many organizations
in the group ruling are included the OCD but are not listed in
the EO BMF but, as we enter 2017, more and more large
institutional donors, like the Walmart Foundation, prefer the
Bishop Thomas John Paprocki,
streamlined simplicity of online verification to having to train
BPIC Episcopal Moderator
their staff about the rules for verifying deductibility of contriDiocese of Springfield in Illinois
butions to religious organizations.

Bishops’ Plan Insurance Company

		 If an organization is included in the OCD but is not listed
in the EO BMF, a diocese may request that the organization
be included in the EO BMF by sending a Form 0928-1 to the
Office of General Counsel and checking the box for “If applicable – Include in EO BMF only; already in OCD pg.____.”
If the organization is not a parish, (arch)diocese, eparchy, or
school, the organization must file an application for inclusion
in the group ruling (Form 0928A) with the diocese. This is
because the information the USCCB submits to the IRS for
inclusion in the EO BMF is not the same as what is included
in the OCD. If the organization is a parish, (arch)diocese,
eparchy, or school, no Form 0928A is required. A word of
warning: as discussed in more detail in the document,
The USCCB Group Ruling: Frequently Asked Questions,
available at http://ww.uscb.org/about/general-counsel/taxand-group-ruling.cfm, it can take at least 5 months from the
date the USCCB approves a Form 0928-1 before the organization appears in the EOBMF.
~ Tax Man
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Address Update

What would you like to see in the Herald?

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

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

The Herald Publication Schedule

Name

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

Position

Arch/Diocese

Address
City

State		Zip

❍

Deletion

❍

Addition

❍

Correction

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

Publication Date
May 31
August 30
November 30
February 28

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

Please Mail To: DFMC NATIONAL OFFICE, 4727 E. Bell Road, Ste. 45-358, Phoenix, AZ 85032
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Diocesan Fiscal Management Conference
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ASSOCIATION MEETINGS
Diocesan Fiscal Management Conference (DFMC)
September 24, 2017
September 27, 2017

Baltimore, MD

Baltimore Marriott
Waterfront

September 16, 2018
September 19, 2018

Phoenix, AZ

Sheraton Grand Phoenix

September 17, 2017
September 20, 2017

Atlanta, GA

Hyatt Regency

The Resource Center for Religious Institutes (RCRI)

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

International Catholic Stewardship Council (ICSC)

Indianapolis, IN
The Westin Indianapolis
		

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

President Abraham
Lincoln Springfield

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

Hyatt Regency St. Louis
at the Arch

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

