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For most of my life and almost thirty years of
my priestly service, I have lived and worked
in the same place, the Archdiocese of
Washington. On December 5, 2017, I was
named by Pope Francis as the 13th Bishop
of Richmond. On January 12, 2018 at a
beautiful celebration of Mass, I was canonical
installed and took over responsibility for
the pastoral, catechetical, charitable and
administrative oversight of the diocese. In
the month between these two dates there was
a flurry of activity, which, with the timing of
Christmas and the New Year in between,
made for an intense few weeks of excitement,
anxiety, heartfelt farewells and joyful
greetings, along with occasional anxious
feelings for me and the staffs of the
Archdiocese of Washington and the Diocese
of Richmond.
		I spent the weeks, not only attending to
the social obligations of Christmas parties
and gift purchasing in Washington, but also
to multiple meetings with the new Moderator
of the Curia, the Auxiliary Bishops and
senior staff of the Archdiocese of
Washington, as well as with the Archbishop
of Washington, to make sure what was on
my desk was successfully transferred to
others. So also, there were arrangements for
several farewells in Washington, to the
Pastoral Center staff, to my brother priests of
the Washington presbyterate, and to the
parishioners and people that I have served
and came to know as friends over the years.
		This transitioning “out” of Washington
was in addition to transitioning “in” to
Richmond, with daily telephone calls with
the Vicar General and Moderator of the
Curia, the leadership and the transition team
in the Diocese of Richmond. There were the
many decisions associated with the move,
housing arrangements, transportation,
invitations, welcome receptions and the
schedule of visits with staff and parishioners
for my first weeks in the Diocese of
Go online to learn more

Richmond. For those few weeks I was
carrying with me two cell phones, two laptop computers and remembering two mailing
addresses and a few headaches, as I felt
pulled in many different directions at the
same time. As a result, the entire issue of
making a successful transition has been front
and center of my thinking. After many years
of stability of work and responsibilities, this
was a full immersion in the practical
experience of change management.
		What came as a great blessing during this
flurry of activity, occasional frayed nerves
and potential confusion were two very
competent staffs – in both DC and Richmond.
I was blessed to receive the help of the finetuned administrative structures established
by Cardinal Wuerl in Washington and by my
predecessor in Richmond, Bishop Francis
DiLorenzo, now at rest with the Lord.
		
Fortunately, I also had the experience
from time-to-time of changes in leadership
and staff in Washington. I was present at the
change in leadership from Cardinal Hickey
to Cardinal McCarrick as well as the
transition from Cardinal McCarrick to
Cardinal Wuerl. I experienced occasional
changes in senior staff in Washington, for
instance, about two years ago in Washington,
a new C.F.O., Mr. Eric Simontis, was hired
and relocated from Atlanta. I both observed
and assisted in his transition, all of which
helped in my transition to Richmond. As
with everything in life, a process always goes
better with a little planning and I want to
share some thoughts on how this transition
into Richmond was managed.
Assessing the current situation
Assessing the current situation is a critical
step in any transition and can set the stage
for the entire process. This involves learning
the setup of the circumstances you are
moving into, assessing the personnel involved,
and using the existing structure to assist in
the transition.

www.dfmconf.org
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Transition to the Diocese of Richmond - continued
Most Reverend Barry C. Knestout in collaboration with Mr. Eric Simontis

		There are two traps that people could fall into at this stage. The first is trying to change
whatever existing structure you are moving to, into the replica of the one you have just left.
Richmond is not Washington, so it was important to realize that how we did things in
Washington may or may not work in Richmond. I caught myself many times wanting to
say to the staff in Richmond, “But in Washington we did it this way…”
		The second trap can be based on the first, but it involves making other dramatic
changes up front. The advice given to new pastors holds true here as well: I have said it
often to pastors making transitions in parishes, “For the first year, just listen and get to know
your people.” I have seen firsthand the challenges and disruption that can occur in a parish
when a new pastor tries to do something as seemingly small as change the Mass times too
quickly. That early lesson can be applied here as well. Changes may have to be made, but
it is better to develop them from the existing structure or culture. People, whether they are
parishioners or staff in the Chancery, do not always adapt easily to change.
Prioritizing the changes you wish to make
There is an old axiom that, if everything is important, then nothing is important! That is
a good statement to remember going into a new situation. The challenge in a new place,
because one is unfamiliar with the circumstances and history of the matters that need to
be managed, is to see everything as a priority. This means that one could become paralyzed,
being uncertain about what to do first. Priorities need to be set, but in my mind, the key is,
after familiarizing yourself with the new situation, to start with the small and immediate.
It is helpful to build momentum early on, so look for a few early and easy “wins” to get
under your belt before attempting anything too ambitious. As you begin to establish a track
record of achievements, making subsequent changes will become easier. Tackling a few
smaller issues will also help to familiarize yourself with the new environment so you can
see how people react to these changes. Finally, take the time to review your priorities
periodically to make sure that they are still appropriate.
Tackling corporate culture issues
Corporate culture is an issue that is inherent with every organization. For instance, some
dioceses are more formal than others or may have different traditions or methods of
dealing with issues or problems. Unfortunately, one of the elements that is generally
consistent is the intersection of “We’ve always done it this way” with an overall resistance
to any kind of change. That is not unusual in hierarchical organizations, but it is something
that may need to be carefully navigated around. As noted previously, however, if you can
manage a few small wins, it will help people to get on board with your agenda.
Communicating results
The final point in making the transition is to periodically make sure that the “wins” are
communicated to people. It is always good to acknowledge achievements and to pause for
a celebratory thank you to those who made sacrifices or added duties to their normal
responsibilities for the transition. It is important to remind people that progress is being
made and to thank them for their contributions. It is also a useful way to telegraph your
next series of changes or moves to help those around you to get comfortable with future
changes.
Prayer
Finally, through it all, it helps to recognize, from beginning to end, that nothing fruitful
occurs in the Church without the presence and guidance of the Holy Spirit, the source of
all wisdom and prudent decision making. Prayer at the beginning of any endeavor—to ask
for the success of our efforts, during the change—when we are dealing with difficult
decisions and uncertain outcomes, as well as prayers of thanksgiving once successes are
realized, is a key to any pastoral, catechetical, charitable and administrative effectiveness in
the Church.
		I do not claim to be expert in change management, nor have I studied best practices in
this regard, but having experienced it so recently, I hope these thoughts might be of help
to you in the event you experience any changes in your diocese.

Partners in Ministry During Personnel Transitions
Dennis M. Naughton, J.D., General Counsel, Diocese of Phoenix
At the September 2017 annual
DFMC meeting in Baltimore, I
had the pleasure of teaming up
with Rich Kelly, JD, CFA, the
CFO for the Archdiocese of
Cincinnati, to lead a session
exploring the many ways that
administrative departments such
as Finance, Legal, and Human
Resources can assist other diocesan
ministries in dealing with personnel
transitions. The program was a
Dennis M. Naughton, lively discussion about how the
Chancery “business” departments
J.D.
are not separate from or adverse to
the pastoral ministries of the Church, but are ministry
partners with a vital role in ensuring that the good work of
the Church can survive and thrive, even during difficult
economic times.
		As trained business professionals in Church service, we are
called to use our education, experience, and talents for the
good of the Church and her people. In doing so, we must
always remember that the Church is not a business, and
cannot function like one – it is the ministry of Christ, called
to bring the Good News to the ends of the earth. With that
said, however, the critical role that efficient, effective
administration plays in the success and future of that ministry
cannot be ignored. The Code of Canon Law calls all who
take part in the administration of ecclesiastical goods,
whether clerics or laity, to exercise diligence, good stewardship,
and vigilance in caring for the ecclesiastical goods to which
they are entrusted. (See, e.g., Canons 1282 and 1284.)
		Further, although the Church is not a business, we must
recognize that we are not immune from many of the same
forces affecting businesses. We are subject to shifting
demographics, economic cycles, and changing laws and tax
codes that can have significant impact on our parishioners,
school families, donors, employees, and costs of overhead
and operations. Good business practices therefore can and
must go hand-in-hand with ministry, and most priests have
not received specialized training in finance, accounting,
personnel management, or law. It is our job, as professionals
and administrators, to ensure that we are there to provide
that expertise and support.
		Rarely is that expertise and support more needed and
appreciated than during times of personnel transition.
Whether dealing with employees who simply aren’t doing the
job, or trying to adapt to changing demographics, declining
enrollment, or financial challenges, Church leaders face a
difficult choice: do they address the needs and long-term
health of the organization and its ministries, when doing so
means impacting the lives, livelihoods, and careers of wellintentioned and faithful employees?
		With that in mind, there are many ways in which we can
be true partners in ministry, helping to balance the need for

compassion and pastoral care with the duty to use prudent
business judgment to be good stewards. Below are some
examples that Chancery professionals should keep in mind to
assist Church leaders facing difficult personnel decisions.
Hire for Mission
The first key to successful personnel management applies to
the hiring process, long before any transition is even
considered: when hiring, achieving the mission of the
organization must always be the primary consideration. No
matter what our position or department, we are all here to
bring the Good News, and to serve the Church through our
ministries. Regardless of resume, experience, salary
conditions, or start date, if a candidate for a position doesn’t
fully support that mission, then we are setting them up for
failure before we have even started. No other consideration
should outweigh the mission. To do so would be unfair to the
Church or the individual, and almost guarantees a difficult
transition in the future.

Church Organizations Are Charities –
The Jobs Are Not
A Parish once needed help with the separation of an
employee who clearly wasn’t capable of doing the job. When
asked how he got the job several months earlier despite his
obvious lack of qualifications, the response was, “Father
thought he was down on his luck, and needed a break.”
Certainly, the Pastor acted with the best of intentions, but
without the best of focus on stewardship. After all, the
Church itself is a charity – but Church jobs are not. We seek
to help those in need in many ways: providing food, clothing,
spiritual guidance, education, community. We achieve that
mission only when we hire qualified individuals committed to
the success of those ministries. Again, we need to assist
Church leaders in focusing on the true mission of the
Church, avoiding the mistake of believing that providing the
job itself was the mission.
Maintain Professional Workplace,
Free of Harassment and Discrimination.
Church leaders and organizations should not tolerate
anything short of a highly professional and respectful
workplace. Harassment and unjust discrimination not only
run afoul of the moral teachings of the Catholic Church and
violate state, local, and federal laws, but they hamper the
ability of the Church to achieve its mission by denying
qualified, committed individuals the positive environment
they need to thrive. Further, an unprofessional workplace
eventually leads to extremely contentious personnel issues,
and possible legal liability. The best way to avoid such
situations is to assist Church leaders in making sure the
workplace remains professional, respectful, and befitting a
Catholic organization.
Continued on Page 4
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DFMC
Partners in Ministry During Personnel Transitions - continued
Dennis M. Naughton, J.D., General Counsel, Diocese of Phoenix

Regular, Honest Performance Reviews
Sometimes, employees simply are not doing the job, and
changes needs to be made – but the meeting informing them
of their termination should not be the first employees hear of
their performance issues. A regular, honest performance
review process allows employees the opportunity to hear
objective, constructive criticism and make changes, and
ensures that the organization has documented those
performance issues. Organizations that do not provide
objective feedback to their employees, or that fill the personnel
files with only positive reviews despite performance issues,
may find themselves facing claims of discrimination or
wrongful termination without objective documentation to
counter them.
Facing Challenging Times: Alternatives
to Closures & Layoffs
When economic challenges arise, Church leaders may
assume that the only solutions are Parish/School closures or
employee layoffs. However, there are often less-drastic
alternatives worth considering or attempting before such
major decisions are made. In addition, if measures are taken
when signs of financial or economic uncertainty first appear,
more drastic action may be avoided. For example, the
organization can:
• Reduce/eliminate overtime
•		Impose hiring freezes
• Freeze/postpone wage increases
• Create job-sharing opportunities
• Impose unpaid work furloughs of limited duration
• Reduced work hours or workdays, with proportionate
pay cuts
• Discontinuing the use of temporary and part-time
employees
• Provide incentives for early retirement or resignation
These options all bring their own legal issues, and so legal
counsel should be consulted to ensure compliance with state,
local, and federal law and work out the details. Initially,
however, the important thing is to make the leadership aware
of the many options available that can be explored.
Facing Challenging Times: Closures & Layoffs
Finally, when economic challenges leave no other viable
options, Church organizations may simply need to accept
that closures and/or layoffs are required. In such cases,
business professionals must help ensure that the actions are
carefully planned and executed, compliant with all laws, and
consistent with the goal of preserving and protecting the
mission and ministry of the organization in the long term. In
such cases, the organization will need assistance in
implementing the critical components of any closure/
reduction in force situation:
• Establishing and communicating the legitimate, objective
reasons for the action to be taken
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• Working with counsel to ensure compliance with the
Worker Adjustment and Retraining Notification Act of
1988 (the "WARN Act")
Act and all obligations under state and local laws
• Planning for continuous operations and sustained morale
of remaining employees
• Assisting with selection of employees to be laid off by
emphasizing objective selection factors, and reviewing for
disparate impact against protected groups, such as race,
sex, or age
• Determining impact on pension and benefit plans
• Determine severance amounts and employee assistance
In his 2016 remarks regarding reforming the Vatican Curia—
and the accompanying personnel transitions that would
certainly result—Pope Francis observed that “the succession
of generations is part of life, and woe to us if we think or live
heedless of this truth. Hence, a change of persons is normal,
necessary and to be hoped for.” Personnel transitions are
often difficult, but are a necessary and normal part of life—
including Church life—and administrative departments such
as Finance, Legal, and Human Resources can be of great
assistance by sharing our training and experience through
such difficult situations. By doing so, we show that we are
truly ministry partners, with a vital role making sure that the
good work of the Church survives and thrives for the
generations that follow.

Ownership,
Responsibility,
Accountability
and Reward–
Fundamental principles
when identifying the
right partner.
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Birmingham
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Savannah
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Juneau

HAWAII
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ARIZONA
Holy Protection of Mary
(Van Nuys)
Phoenix
Tucson
ARKANSAS
Little Rock
CALIFORNIA
Fresno
Los Angeles
Monterey
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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

IDAHO
Boise
ILLINOIS
Belleville
Chicago
Joliet
Peoria
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Springfield
INDIANA
Evansville
Ft Wayne-South Bend
Gary
Indianapolis
Lafayette

IOWA
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KANSAS
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KENTUCKY
Covington
Lexington
Louisville
Owensboro
LOUISIANA
Alexandria
Baton Rouge
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Lafayette
Lake Charles
New Orleans
Shreveport
MAINE
Portland
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MARYLAND
Baltimore
MASSACHUSETTS
Boston
Fall River
Springfield
Worcester
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
SpringfieldCape Girardeau
St Louis
MONTANA
Great Falls-Billings
Helena

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
Parma for Byzantines
St George's in Canton for
Romanians
Toledo
Youngstown
OKLAHOMA
Oklahoma City
Tulsa
OREGON
Baker
Portland

NEVADA
Las Vegas
Reno

PENNSYLVANNIA
Allentown
Altoona-Johnstown
Erie
Greensburg
Harrisburg
Philadelphia
Philadelphia for Ukrainians
Pittsburgh for Byzantines
Scranton

NEW HAMPSHIRE
Manchester

RHODE ISLAND
Providence

NEW JERSEY
Camden
Metuchen
Newark
Newton for Melkites
Passaic for Byzantines
Paterson
Trenton

SOUTH CAROLINA
Charleston

NEBRASKA
Grand Island
Lincoln
Omaha

SOUTH DAKOTA
Rapid City
Sioux Falls
TENNESSEE
Knoxville
Memphis
Nashville

TEXAS
Amarillo
Austin
Beaumont
Corpus Christi
Dallas
El Paso
Fort 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
Nassau
Arecibo
PACIFIC ISLANDS
Agana
Chalan Kanoa
CANADA
Calgary, AB
Hamilton, ON
Regina, SK
Saint Boniface, MB
St. Catharines, ON
Toronto, ON
Vancouver, BC
Winnipeg, MB
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Massive Tax Reform Legislation Becomes Law
By Matthew Giuliano, Esq., Assistant General Counsel for the USCCB (from the USCCB Law Briefs)
Legislation introduced as the “Tax Cuts and Jobs Act” (H.R. 1) was signed by President Trump on
December 22, 2017 (“the Act”). Most of the changes are effective as of January 1, 2018. Some are
permanent (e.g., the reduced top corporate tax rate of 21%), while others expire after December 31,
2025.
The Act, through 2025, creates new tax rates (10, 12, 22, 24, 32, 35, and 37 percent) and brackets for
individuals, and increases the standard deduction to $12,000 for single individuals and $24,000 for
married individuals. Thus, employer withholding for lay employees (and priests who elect to have
withholding apply) will change. The IRS issued withholding guidance in Notice 2018-14 and an
updated Publication 15, urging employers to begin using the new withholding tables by February 15.

Matthew Giuliano
The Act also makes changes to benefits that some Catholic employers offer to employees. The Act
suspends through 2025 the exclusion in section 132(f)(8) for any “qualified bicycle commuting
reimbursement” and the exclusion in section 132(g) for a “qualified moving expense reimbursement.” Employers that continue
to reimburse new employees for moving expenses (or pay the expenses directly) must now treat those reimbursements as taxable
wages subject to withholding and employment taxes.
The Act adds section 512(a)(7), which subjects tax-exempt organizations to the unrelated business income tax (“UBIT”) to the
extent they pay or incur expenses for any qualified transportation fringe described in section 132(f), any parking facility used in
connection with qualified parking, or any on-premises athletic facility (as defined in section 132(j)(4)(B)). The Act does not
eliminate the exclusion from income for employees. Presumably, the purpose of section 512(a)(7) is to create parity between
tax-exempt organizations and taxable employers that offer free (or reduced cost) employee parking and transit passes, because
the Act denies an income tax deduction to taxable employers that offer these fringe benefits.
Another new UBIT provision added by the Act is section
512(a)(6), which requires tax-exempt organizations with
more than one unrelated trade or business to treat each
business as a separate silo for purposes of calculating its
unrelated business taxable income. Previously, organizations
could offset gains from one unrelated activity with losses
from another; however, in many cases the IRS found that
organizations were using losses from activities that were not
unrelated trades or businesses, and so this provision is
intended to increase the amount of UBIT collected by the
IRS each year. It is not clear how new silo rules will impact
passively earned unrelated business taxable income.
The Act also adds section 529(c)(7) to permit qualified tuition
plans (commonly known as “529 plans”) to make nontaxable
distributions for tuition in connection with attendance or
enrollment at an elementary or secondary public, private, or
religious school, up to $10,000 incurred during each tax year,
on a per-student basis.
A memorandum describing these changes in more detail was
sent to members of the National Diocesan Attorneys
Association on January 2. We urge diocesan fiscal leaders to
discuss the new law and its implications with their attorneys
and tax advisors. In particular, dioceses and their parishes
may want to consider whether to begin making estimated tax
payments in advance of filing Form 990-T to avoid penalties.
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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
parish projects.This solution makes
it simple for parish staff to implement
and complete a successful
campaign.

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

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
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LAW BRIEFS

Denying FEMA Funds to Rebuild Churches Does Not Violate Free Exercise Clause;
FEMA Changes Policy to Allow Federal Disaster Assistance to Houses of Worship
On August 25, 2017, Hurricane Harvey made landfall in Texas, causing loss of human life and widespread property damage. The
Federal Emergency Management Agency (“FEMA”) made federal disaster assistance available to rebuild hurricane-damaged
buildings, but denied assistance for buildings “primarily” used for political, athletic, religious, recreational, vocational, or academic training, conferences, or similar activities. “Primarily” means that more than 50 percent of the physical space is dedicated
to ineligible services.
Three churches—Harvest Family Church, Hi-Way Tabernacle, and Rockport First Assembly of God—applied for federal disaster
assistance to rebuild. The plaintiffs concede that they use more than 50% of their building space for religious activities. FEMA
denied the applications. The churches sued, claiming that the denial of assistance violated the Free Exercise Clause, and seeking
a preliminary injunction requiring disbursement of federal disaster funds for purposes of rebuilding their church buildings.
The district court denied the motion, finding that the plaintiffs had failed to demonstrate a substantial likelihood of success on the
merits.
The plaintiffs relied principally on Trinity Lutheran Church v. Comer, 137 S. Ct. 2012 (2017). The Supreme Court there held
that Missouri violated the Free Exercise Clause when it denied state playground resurfacing funds to an otherwise-eligible school
because of its religious affiliation. The district court concluded that Trinity Lutheran was distinguishable because here the government’s denial of funds was not based on the parties’ religious affiliation, but on their proposed religious use of the funds. The
affiliation/use distinction was recognized by four justices in the majority in Trinity Lutheran. 137 S. Ct. at 2024 n.3 (plurality)
(pointing out that the majority opinion did “not address religious uses of funding”).
The present case, the district court concluded, was closer to Locke v. Davey, 540 U.S. 712 (2004). In Locke, Washington State
denied a scholarship to an individual, not because of his religious affiliation, but because of what he proposed to do with the
scholarship funds (i.e., use the funds to prepare for ministry). The Supreme Court held that denying the scholarship on that basis
did not violate the Free Exercise Clause.
In this case, the government denied funds not because of the plaintiffs’ religious affiliation, as in Trinity Lutheran, but because
of their proposed use of the funds to rebuild buildings used primarily for religious activities. The district court concluded that,
consistent with Locke, this was not a free exercise violation.
–M.M.
Practice Point: On January 2, FEMA announced that it has
changed its policy to allow disaster assistance funds for houses
of worship. See:
https://www.fema.gov/news-release/2018/01/02/femaexpands-public-assistance-eligibility-include-houses-worship.
“These changes are effective for disasters declared on or after
August 23, 2017 and for applications for assistance that were
pending with FEMA as of August 23, 2017, including applications on first- or second-level appeal, that as of today have not
yet been resolved by FEMA.” Id.
The change in policy, ironically, is based on Trinity Lutheran.
“In light of the Trinity Lutheran decision, FEMA has considered its guidance on private nonprofit facility eligibility and
determined that it will revise its interpretation of the aforementioned statutory and regulatory authorities so as not to
exclude houses of worship from eligibility for FEMA aid on
the basis of the religious character or primarily religious use of
the facility.” FEMA Public Assistance Program and Policy
Guide (Jan. 2018), p. vii, http://s3.amazonaws.com/becketnewsite/FEMA-PAPPG-3d-Edition-1-2-18-Final.pdf.
See: Harvest Family Church v. Federal Emergency Management
Agency, No. H-17-2662, 2017 WL 6060107 (S.D. Tex. Dec. 7,
2017).
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LAW BRIEFS
D.C. Circuit Refuses Archdiocese’s Request for Emergency Relief to Cure Metro’s
Refusal to Accept and Display Advent Ads on Public Buses
The Washington Metro accepts a wide variety of paid ads for display on public buses. For example, it accepted and displayed an
ad promoting yoga as a mechanism to “take you on an inner journey of self-discovery” and “fully unit[e] the body, mind and
spirit.” It also accepted and displayed the familiar Red Kettle ad soliciting donations to the Salvation Army. Nevertheless, Metro
refused to accept and display a paid Advent ad from the Archdiocese of Washington showing a silhouette of shepherds with the
words “Find the Perfect Gift.” In support of its decision, Metro cited its policy not to post “religious” ads.
The Archdiocese sued, claiming content- and viewpoint-based discrimination in violation of the Free Speech Clause, and seeking
emergency relief requiring Metro to accept and post the paid ad.
The district court denied the motion.
The Archdiocese filed an emergency motion for an injunction pending appeal with the D.C. Circuit. The D.C. Circuit denied the
motion, concluding that the Archdiocese had failed at this pre-discovery stage to demonstrate a substantial likelihood of success.
The yoga ad “contains no discernible holiday, seasonal, religious, or irreligious content.” The Salvation Army ad underscored
that Metro “does not exclude religious speakers from advertising when their proposed messages comport with allowed categories
of speech. Neither does anything in that advertisement suggest that [Metro] is discriminating against a religious perspective on
worthwhile eleemosynary activities; in fact, it indicates the opposite.”
In denying the requested emergency injunction, the court emphasized the preliminary nature of the order, which does not speak
to the ultimate merits of the Archdiocese’s claims based on a more developed record. –M.M.
See: Archdiocese of Washington v. Washington Metropolitan Area Transit Authority, No. 17-7171, 2017 WL 6504661 (D.C. Cir. Dec. 20, 2017).
Law Briefs is published by the USCCB Office of the General
Counsel. Copyright © 2018 United States Conference of
Catholic Bishops. All rights reserved
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Tax Roundup
Treasury and IRS Enjoined from Enforcing
Housing Allowance Exclusion
On December 13, Judge Barbara Crabb of the Western
District of Wisconsin issued an Opinion and Order that section 107(2) of the Internal Revenue Code violates the
Establishment Clause, and enjoined the Treasury Secretary
and IRS Commissioner from enforcing that provision, which
injunction takes effect 180 days after the conclusion of any
appeals filed by the government defendants or intervenor
defendant ministers.
Practice Point: Until the injunction takes effect, dioceses that
provide the section 107(2) housing allowance exclusion for
active and/or (more commonly) retired priests may continue to
do so.
Previously, on October 6, Judge Crabb declared that the section 107(2) housing allowance exclusion—but not the section
107(1) “in-kind” rectory or parsonage exclusion—for ministers of the gospel was an unconstitutional endorsement of
religion. That order, however, provided no remedy. See
“Housing Allowance Back in the Constitutional Crosshairs,”
November 2017 edition of Law Briefs, for a discussion of that
opinion. –M.G.

Catholic Management Services (CMS) works
in numerous dioceses proividing management
and consulting services that financially revitalize
Catholic funeral and cemetery systems.
Learn more at cmsmission.org

See: Gaylor v. Mnuchin, 3:16-cv-215-bbc, 2017 WL 6375819
(W.D. Wisc. Dec. 13, 2017).

DIOCESAN FISCAL MANAGEMENT CONFERENCE
OFFICIAL MEETING PLANNER

ANNUAL CONFERENCE 2018
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518-785-3392

Plaza Meetings ~ 685 Watervliet Shaker Road #1637 ~ Latham, NY 12110
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IRS Revokes Tax Exemption of “Volunteer” Fundraising Organization
The IRS issued an adverse determination letter revoking the tax-exempt status of a section 501(c)(3) organization purportedly
created to provide scholarships to help students and their families pay for education expenses from kindergarten through college.
The IRS found that the organization provided an excessive amount of private benefit to its members. The organization entered
into agreements with various arenas in the metropolitan area that hosted professional sporting and other entertainment events to
staff concession stands. The organization would receive a commission for sales, and a portion of the amounts earned would be
credited to the accounts of the “volunteer” students and parents who staffed the concession stands.
The IRS found that this model was simply disguised compensation to the “volunteer” student or parent, which allows for payments on account of a specific student’s tuition or other related educational expenses. This is similar to a staffing agency, where
the staffing agency is paid by its clients to provide workers, and in turn pays the workers. –M.G.
Practice Point: Organizations like this have been cropping up around the country. A Catholic school can accept distributions
from these organizations, even though directed to a specific student’s account, but it should be careful not to promote these
activities to parents, at the risk of becoming actively involved in the private benefit scheme. A Catholic school should not suggest
to any parent that a payment credited to a specific account is not taxable to the parent (even though the withholding and reporting obligation would not fall on the school in this instance) or qualifies as a charitable contribution.
See: Private Letter Ruling 201750017 (May 24, 2017).

Optional Standard Mileage Rate
Increases to 54.5 Cents Per Mile
for 2018
The IRS announced on December 14 that the standard
mileage rate for transportation or travel expenses in 2018 is
54.5 cents per mile, an increase of 1 cent from the 2017 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.
Although the House tax reform bill included a provision
which would have adjusted the statutory charitable mileage
rate for inflation, it was not included in the Senate amendment nor the conference agreement for the final version of
H.R. 1.
See: Notice 2018-03 (Dec. 14, 2017).

Committed to Catholic Investment Programs
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IRS Changes Exemption Applications for 501(c)(4)s and Small 501(c)(3)s
The IRS has made modest changes to Form 1023-EZ, Streamlined Application for Recognition of Exemption Under Section
501(c)(3) of the Internal Revenue Code, and issued a new application form to be used exclusively by section 501(c)(4) organizations.
Small section 501(c)(3) charities are generally eligible to file Form 1023-EZ online. They must attest that they will not have gross
receipts in excess of $50,000 in the current tax year or any of its subsequent two tax years, that their gross receipts did not exceed
$50,000 in any of the three prior tax years, and that the fair market value of their assets does not exceed $250,000. Churches
described in section 170(b)(1)(A)(i), schools in section 170(b)(1)(A)(ii), and hospitals in section 170(b)(1)(A)(iii) are not eligible to file
Form 1023-EZ.
The revisions to Form 1023-EZ include that applicants will now be required to “briefly describe your mission or most significant
activities” in 255 characters or less so that the IRS can determine that they are within the scope of section 501(c)(3), attest that
they are not ineligible to file Form 1023-EZ because of their gross receipts or asset levels, and indicate whether they are applying
for recognition as a church, school, or hospital. In addition, organizations filing for retroactive reinstatement of tax-exempt status
after automatic revocation under the section 4 streamlined procedures in Rev. Proc. 2014-11 may not use Form 1023-EZ to
request reinstatement with a public charity status or foundation classification that is different from what it was at the time of
revocation.
The IRS has also issued a new application form, modifying its procedures for exempt organizations to receive determination letters. New Form 1024-A, Application for Recognition of Exemption Under Section 501(c)(4) of the Internal Revenue Code,
available here, may be used only by organizations described in section 501(c)(4) that choose to request a determination letter from
the IRS recognizing them as tax exempt and described in that section.
Practice Point: Section 501(c)(4) grants exemption from income tax to, among others, any “Civic leagues or organizations not
organized for profit but operated exclusively for the promotion of social welfare.” The regulations under section 501(c)(4) clarify
that “An organization is operated exclusively for the promotion of social welfare if it is primarily engaged in promoting in some
way the common good and general welfare of the people of the community.”
Section 501(c)(4) organizations, unlike their 501(c)(3) counterparts (with some exceptions, including for churches and integrated
auxiliaries), are not required to file an application to claim income tax exemption. Assuming they meet the statutory requirements
for exemption, they may self-declare their tax-exempt status and begin filing Forms 990. Only if a 501(c)(4) organization desires
certainty that it satisfies the operational requirements of the statute would it file an application with the IRS. Prior to the new
Form 1024-A, 501(c)(4) organizations filed Form 1024, Application for Recognition of Exemption Under Section 501(a), which
will continue to be used by certain other tax-exempt organizations, including those described in sections 501(c)(6), 501(c)(7), 501(c)
(8), and 501(c)(10).
Form 1024-A is an outgrowth of section 506, which was enacted over two years ago as part of the Protecting Americans from
Tax Hikes Act of 2015 and Consolidated Appropriations Act, 2016 (Pub. L. 114-113). Section 506 requires that organizations
claiming tax exemption under section 501(c)(4) 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. The IRS issued a revenue procedure concurrently with the
new application that modifies Revenue Procedure 2018-5, published on January 2, 2018, which provides procedures for issuing
determination letters on issues under the jurisdiction of the Director, Exempt Organizations Rulings and Agreements.
Although the statute does not expressly state that section 501(c)(4) organizations must file a different application form from other
similarly situated organizations, the new revenue procedure notes that in “discussing section 506(f), the Joint Committee on
Taxation states that it is intended that such a request for a determination be submitted on a new form … that clearly states that
such a request is optional.”
Section 501(c)(4) organizations must continue to comply with the 60-day-from-establishment notification requirement described
above by filing Form 8976, Notice of Intent to Operate Under Section 501(c)(4), online, regardless of when or whether it files a
Form 1024-A.
The IRS also reduced the user fees required to file applications for exemption. There is now a flat user fee of $600 for all section
501 applications (e.g., Form 1023, Form 1024, and Form 1024-A) other than Form 1023-EZ (which user fee remains $275), and
the user fee for requesting a group exemption letter has been reduced from $3,000 to $2,000. The new user fees are reflected in
Rev. Proc. 2018-5. –M.G.
See: TEGE Memorandum, Processing Form 1023-EZ – 2018 Updates (TEGE-07-0118-0003) (Jan. 17, 2018); Revenue Procedure 2018-10
(Jan. 24, 2018).
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Ask the Tax Man (About OCD Listings in Multiple Dioceses)
“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.
Dear Tax Man,
An organization that is included in the USCCB group
ruling and is listed in The Official Catholic Directory
under Diocese A has asked to also be listed under our
Diocese B because the organization is opening a new
ministry (but the same organization) here. I seem to
remember that an organization already listed in the
OCD is ineligible to file an application for inclusion
in the group ruling, but I don’t see that in the current
instructions to Form 0928A. They want in.
Sincerely,
Do I or Don’t I?
Dear DIDI,
You are recalling correctly that a prior iteration (2009) of the
group ruling application (the current version is dated
September 1, 2017, by the way, and is available on the
usccb.org website under “General Counsel”), under “What
Organizations are Not Eligible for Inclusion in the Group
Ruling?” included “Any organization already listed in The
Official Catholic Directory.” It seems rather common sense
that an organization already included in the group ruling (and
therefore listed in the OCD) should not file a second application to be included in the group ruling, and so it is no longer
included in the Eligibility Worksheet of the instructions to
Form 0928A. The prohibition continues to be true but does
not necessarily prohibit the inclusion request before you.
It occasionally happens that an organization with a principal
location in one diocese operates a facility or mission in another diocese and would like for that facility or ministry to be
recognized in that second diocese. For example, the United
States Conference of Catholic Bishops has a Migration and
Refugee Services office in Miami. The MRS Miami office is
not a separate legal entity from the USCCB nonprofit corporation that is based in Washington, D.C. If it was important
to have the MRS Miami office recognized in The Official
Catholic Directory as a ministry operating within the
Archdiocese of Miami, I would request inclusion of that ministry (presumably under Miscellaneous Listings) by contacting
the chancery of the Archdiocese of Miami.

Law Briefs is published by the USCCB Office of the General
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Diocese B that receives an additional listing request from an
organization already listed in Diocese A has complete discretion to decide whether to approve the listing, and should
request a complete copy of the group ruling application that
was filed with Diocese A, and may even request an updated
application or any other documentation. If Diocese B
approves the inclusion, it sends a Form 0928-4, Request for
Inclusion of Activity/Ministry in Official Catholic Directory,
to the USCCB. The activity or ministry listing in Diocese B
should indicate that it is part of an organization listed in
Diocese A, so that future Diocese B chancery staff, counsel,
etc., have some basis for understanding what and why there is
a listing in Diocese B. For example, Diocese B may list the
activity in its Miscellaneous Listings as follows:
SPRINGFIELD, Catholic Ministry (part of Catholic
Organization, Inc., Diocese A), 1234 Main Street,
Springfield, State 12345-0001.

Tax Man

ALIGN YOUR INVESTMENTS
WITH YOUR MISSION
At Breckinridge Capital Advisors,
our customized separate account capabilities
efficiently serve Catholic mandates.

To learn more, contact our Consultant Relations team
at 617-443-1120 or visit www.breckinridge.com.
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Providing Catholic Organizations
with Comprehensive Plans
and Solutions
˃ Catholic School Management
˃ BMT Management & Financial Consultants
˃ Employee Health Plan
˃ Employee Pension Plan
˃ Employee Retirement Savings
˃ Clergy Health & Retirement
˃ Website Design/Board Portals

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

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
Position

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

Arch/Diocese

Address
City

State		Zip

❍

Deletion

❍

Addition

❍

Correction

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

Publication Date
May 31
August 30
November 30
February 28

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

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

Permit No. 166
La Crosse, WI

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

ASSOCIATION MEETINGS
Diocesan Fiscal Management Conference (DFMC)
September 16, 2018
September 19, 2018

Phoenix, AZ

Sheraton Grand Phoenix

September 29, 2019
October 2, 2019

Chicago, IL

Hyatt Regency Chicago

September 13, 2020 Denver, CO
Hyatt Regency Denver
September 16, 2020		th
Convention Center
50 Anniversary Meeting!

Canon Law Society of America (CLSA)
October 8, 2018
Phoenix, AZ
October 11, 2018		

Renaissance Phoenix
Downtown Hotel

Diocesan Information Systems Conference (DISC)
June 19, 2018
Livonia, MI
June 21, 2018		

Embassy Suites

International Catholic Stewardship Council (ICSC)
October 28, 2018
October 31, 2018

Nashville, TN

Grand Opryland Hotel

The Resource Center for Religious Institutes (RCRI)
October 29, 2018
November 2, 2018

Orlando, FL

September 30, 2019
Dallas, TX
October 4, 2019		

National Association of Church Personnel Administrators
(NACPA)
April 22, 2018
Niagara Falls, NY The Sheraton at the Falls
April 24, 2018		
		

Catholic Cemetery Conference (CCC)
Conference for Catholic Facility Management (CCFM)
April 9, 2018
Austin, TX
Hyatt Regency
April 11, 2018		
		

September 18, 2018
Cincinnati, OH
September 22, 2018		

Hilton Cincinnati
Netherlands Plaza

