FOCUS on
CHURCHES

Welcome to the first edi-
tion of Focus on Church
Accountability!

For over three decades, ECFA has
served churches. Today, four of the
11 largest churches in America are
ECFA members. Through our member
denominations and other associations
of churches, ECFAs reach extends to
over 30,000 churches.

Now in 2012, ECFA is beginning a
more intentional focus on the evangeli-
cal church community.

Why is ECFA highlighting its
service to churches? ECFAs stan-
dards of accountability apply equally to
churches and other nonprofit organiza-
tions. ECFA’s outstanding leadership
in governance, financial management,
and stewardship relates to churches
and nonprofit organizations alike.

ECFAs accreditation of a church
sends a strong credibility signal to
those who attend and support church
ministries through tithes and offer-
ings. Through ECFA’s 32-year history,
givers have relied on the ECFA seal to
enhance their trust in a church they
support.

What are the commitments
of an ECFA accredited church?
Accredited churches demonstrate
their commitment to exceptional
governance by utilizing an indepen-
dent board (primarily comprised of
non-staff, non-family members). They
reflect their commitment to sound
financial management policies and
practices, including compliance with
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Social Networking in the Workplace —

Legal Implications
by Cynthia Coffee

n the spring of
IZOOQ, two bored

Domino’s Pizza
employees decided
to entertain them-
selves by creating a
video, performing very
unsanitary and unap-
pealing acts with a sandwich they were
preparing for a customer. They posted
it to You Tube. Within days more than
one million viewers had watched the
disgusting video and Domino’s stock
dropped sharply. This illustrates just
one of the many risks social network-
ing can cause for employers.

The term “social networking” refers
to the regular electronic communica-
tion and publication of thoughts, ideas,
activities, and opinions on a variety of
websites such as Facebook, MySpace,
LinkedIn, Twitter and You Tube. These
sites allow a user to create a personal
profile, including pictures and videos.

Use of social networking sites is on
the increase. On August 26, 2011, the
Pew Research Center reported that
65% of adult internet users and 50% of
all adults use social networking sites.
Surveys also confirm that social net-
working has infiltrated the workplace.

A recent study by Nucleus Research
revealed that two-thirds of employees
with Facebook accounts access it dur-
ing work hours, with some employees
spending as much as two hours a day
on the site at work. Also, one out of
every 33 employees admitted to using
Facebook during work hours. At first
glance, use of social networking in the

Cynthia Coffee

workplace may appear to be harmless.
Churches should recognize, however,
that numerous legal implications can
arise from employee and employer
use.

Risks associated with employee
use fall into two major categories:
dissemination of disparaging and con-
fidential information, and harassment
and discrimination. Sadly, technologi-
cally savvy employees with the elec-
tronic world at their fingertips don’t
always consider the legal, business
and ministry implications of certain
disclosures.

You've seen the headlines where
employees have compromised their

“Numerous legal implications
can arise from employee and
employer use of social media.”

employer’s business reputations.
Perhaps the most notable example is
the Domino’s Pizza fiasco described
above. However, many more exam-
ples abound. Several nurses at a Wis-
consin Medical Center in 2009 posted
pictures of patients’ X-rays showing
the presence of an embarrassing for-
eign object in the patients’ bodies. The
investigation was referred to the FBI
due to federal laws including HIPPA
and patients’ rights.

Confusion about what workers can
or can’t post has led to a surge of more
than 100 complaints at the National
Labor Relations Board (NLRB), most
within the past year, and has created

continued on page 2
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applicable laws. Additionally, they
commit to handle stewardship issues
with integrity—using giver-designated
gifts for the intended purpose, provid-
ing proper gift acknowledgements, and
much more.

When is the time for churches
to partner with ECFA? Today is the
time for churches to step up and dem-
onstrate their accountability, transpar-
ency, and integrity. Regulatory issues
related to churches are more in focus
on Capitol Hill now than at any time in
my memory.

The three-year investigation of enti-
ties organized as churches was closed
last year by Senator Charles Grassley.
His staff produced a 61-page memo-
randum primarily relating to church
issues. The Senator turned to ECFA
to facilitate thoughtful responses on

“Regulatory issues related
to churches are more in focus
on Capitol Hill than at any time
i my memory.”

these matters. This placed ECFA at a
pivotal place to speak into national tax
policy for churches.

The article on page three of this
issue summarizes the church-related
issues under consideration by the
national commission formed by ECFA:
the Commission on Accountability and
Policy for Religious Organizations.

How does a church partner with
ECFA? The highest level of partner-
ship with ECFA is through the accredi-
tation process. Accredited churches
use the ECFA seal to communicate
their high accountability status to giv-
ers. They have full access to the ECFA
Church Knowledge Center, may partic-
ipate in ECFA’'s valuable Church Webi-
nars at no cost, benefit from ECFA’s
compliance program, and more.

Through our online membership
application process, churches can eas-
ily file a membership application.

Even if your church is not accred-
ited by ECFA, we provide an outstand-
ing church subscription service at the
silver, gold and platinum levels—all at

very modest cost. A church subscrip-
tion keeps you up-to-date on current
issues of interest to churches and
provides access to certain key docu-
ments in ECFAs Church Knowledge
Center. Learn more about church sub-
scriptions at: http:/churchwise.org.
Whether as an accredited church mem-
ber or a church subscriber, we look
forward to opportunities to serve your
church!

Social Networking
Sfrom page 1

uncertainty about how far social
media policies can go. On August
18, 2011, the NLRB’s general counsel
issued a lengthy report which was
released to the public as Memoran-
dum OM 11-74. The NLRB report out-
lines the facts of several interesting
cases and concludes that federal law
permits employees to talk with co-
workers about their jobs and working
conditions without reprisal, whether
that conversation takes place around
the water cooler or on Facebook or
Twitter. These NLRB actions repre-
sent a new arena in which the agency

“Employee use of social media
can subject churches to liability
Jor coworker harassment and
discrimination claims.”

is asserting itself in the private-sector
workplace.

Employee use of social media
can subject churches to liability for
coworker harassment and discrimina-
tion. In the 2007 case of Derrick v. the
City of Nashville, a female employee
was able to show discrimination where
her male manager made comments
about women on a networking site:
“What’s wrong with women these
days?” and “Chicks seem to have
more issues these days than Jet
magazine and keep up more drama
than daytime television and Jerry
Springer combined.”

Employer use of social media
can be just as problematic. Due
to the rising popularity of social
networking, many employers now
include searches for information

posted on sites as part of their regu-
lar background checks on job appli-
cants. Most churches are looking for
red flags—attitudes or behaviors that
do not mesh with the core values and
beliefs of the church. The challenge
is that the profiles of applicants also
include information about protected
characteristics, such as race, age, dis-
ability, or genetic information. Even
if the church chooses not to hire for
legitimate reasons revealed by an
electronic search, the mere fact that

“Most churches are looking
Jor red flags, attitudes or
behaviors that do not mesh
with the core values and
beliefs of the church.”

the employer was aware of the pro-
tected characteristics may be enough
to cast doubt on the hiring decision. In
addition, the search can foreclose an
argument of ignorance of a protected
characteristic, one of the most impor-
tant defenses to discriminatory failure
to hire claims. If a church is planning
to use electronic screening, it should
consider obtaining a candidate’s writ-
ten acknowledgement that the church
might search the Internet as part of
its pre-employment investigation. To
avoid a claim of disparate treatment,
a church should screen all applicants
if it screens any. If the search uncovers
information that plays a part in the hir-
ing decision, the church should keep
copies to document the decision.
Also, churches may use social net-
working sites to monitor cyberspace
behavior and activities of current
employees. Employee use of social

continued on page 3
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Social Networking
JSfrom page 2

networking while on company time
can hinder productivity. Thus churches
can benefit from keeping a watchful
eye, within reason. If a church man-
ager adds an employee as a “friend”
under false pretenses or by using a
fake identity, the church could be sus-
ceptible to invasion of privacy claims.
A church can avoid any appearance of
coercion if it avoids managerial con-
nections to employees on social net-
working sites.

Churches can reduce their risk of
litigation and dissemination of confi-
dential information by using a com-
prehensive policy governing social
networking. Written policies should
include a few basic provisions:

1. Social networking activities are sub-
ject to related church policies, e.g.,
computers;

2. There must be no impression—
overt or implied—that the employee
is speaking for the church;

3. The church has an interest in pro-
tecting its reputation and goodwill;

4. Employees must not use copy-
righted church material;

5. Employees must not disclose confi-
dential information;

6. Employees must not disclose
information about the church’s
constituents;

7. Employees should expect compli-
ance monitoring; and

8. The church may access information
at any time without prior notice.

The best way for churches to
guard against the numerous legal,
business and ministry challenges
posed by the use of social media is
to develop and enforce a lawful and
workable policy, nurture a posi-
tive environment, and educate their
workforce. Churches should review
their policies annually to keep them
current with developing technology
and related legal issues.

Cynthia Coffee is General Counsel at the
Southeast Christian Church in Louisville,
KY, an ECFA-accredited church.

FOCUS Interviews Michael Batts, Commission Chairman

hurches are in the
C spotlight on Capi-

tol Hill more than
at any time in many
years. This focus is
primarily due to a
three-year investigation
by Senator Charles
Grassley of six ministries organized as
churches.

The Senator closed his investigation
in January 2011 and turned to ECFA to
facilitate input on a litany of religious
and other nonprofit tax policy issues—
most of them relating to churches.

In response, ECFA formed a
national commission, the Commis-
sion on Accountability and Policy for
Religious Organizations, to conduct a
multi-year study of these issues. For
this article, we interviewed the Com-
mission Chairman Michael Batts.

FOCUS: Although the senator’s inves-
tigation primarily related to televan-
gelists and not what we might term
“steeple” churches, how important are
these matters to congregations across
America, and what are some of the key
issues?

Batts: The issues under consideration
are very important to all churches,
religious organizations, and members
of the clergy. An example is the clergy
housing exclusion issue, which is of
interest to virtually every member of
the clergy in the U.S.

The clergy housing exclusion is cur-
rently under attack in the courts since
a group has charged that it is unconsti-
tutional. Some suggest that the tax law
should be modified in some way in an
effort to protect the constitutionality
of the exclusion.

In a 2010 case (Driscoll v. Com-
missioner), the IRS challenged a min-
ister’s exclusion for a second home
under the premise that Congress only
intended to provide the income tax
exclusion for one home. The minister
in this case had a second home that
was on a lake. In a 7-6 decision, the
Tax Court ruled that the exclusion is
not limited to one home.

Michael Batts

TABILITY AND
GANIZATIONS

This ruling has caused consterna-
tion on Capitol Hill because prior to
the court’s decision, virtually everyone
understood the law to permit an exclu-
sion for only one home.

In a report prepared by Senator
Grassley’s staff, an observation was
made that one minister under investi-
gation lived in a ministry-owned home
that had been valued by the local tax
authorities at more than $6 million. It
is likely that neither Congress nor the
taxpaying public expected ministers
to live in $6 million parsonages. Some
have suggested that the clergy housing
exclusion should be limited.

Another facet of the clergy hous-
ing exclusion issue is an assertion in
the Grassley staff report that some
churches ordain large groups of
employees in order to take advantage

“The housing exclusion issue
1S of interest to
virtually every member of
the clergy in the U.S.”

of the clergy housing exclusion. If
done for that reason alone, many view
such a practice as abuse.

So, I think you can see clearly how
this one issue alone, the housing exclu-
sion, could have pervasive implica-
tions to churches and ministers across
the country.

FOCUS: Today, churches are not
required to file Form 990. In fact,
churches are not even required to
notify the IRS of the intent to claim
church status. The Grassley staff
report said: “This lack of governmen-
tal, independent or denominational
oversight is troubling when consider-
ing that churches can reach the size
of large taxable corporations, control
numerous taxable and non-taxable
subsidiaries, and bestow Wall Street-
sized benefits on their ministers.” What
are your thoughts on this topic?

Batts: This question apparently has
as its premise the idea that the church

continued on page 4
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in America is or should be fundamen-
tally accountable to the IRS. Nothing
could be further from the intent of
our country’s original settlers and our
founding fathers. One of the most poi-
gnant aspects of our country’s foun-
dation was the freedom to exercise
religion outside the authority of the
government. One of the most compel-
ling reasons that British subjects and
others left their mother country was to
establish a new home where the king
was not the head of the church.

So I think we should step back to
recognize and remember that, in this
country, the church is not fundamen-
tally accountable to the government
any more than the government is fun-
damentally accountable to the church.
A significant history of Supreme Court
case law bears out the constitutional
prohibition against excessive entan-
glement between the church and the
government. While churches may
from time to time engage in activities

“The church s not
Jundamentally accountable
to the government any more than
the government is fundamentally
accountable to the church.”

that some find offensive, we can never
conclude that the proper response is
heavy-handed government regulation.
We do need to remember that those
who support churches financially have
the ultimate earthly regulatory author-
ity, and if their church engages in unac-
ceptable conduct, donors can and
should cause it to stop.

FOCUS: Churches commonly facili-
tate the collection of love offerings
for pastoral staff. These offerings
are especially common at Christmas.
Why is this topic being studied by the
Commission?

Batts: The main reason this issue is
under consideration relates to the fact
that churches, clergy, and donors do
not clearly understand current law in
this area. One reason the law is dif-
ficult to understand is that the differ-
ence between taxable compensation
and a nontaxable gift under the law is

based on the intent of the giver. So in
making a determination as to whether
a “love offering” is taxable or not, you
literally have to evaluate the mindset
of the person giving the money. There
are many who quite understandably do
not believe that tax compliance should
require clairvoyance. Clearly, the tax-
paying public, churches, clergy, and
the IRS would benefit from brighter
lines of clarity in this area of the law.

FOCUS: Current law is interpreted
by the IRS as prohibiting political
campaign intervention by churches
and other 501(c)(3) organizations. A
church must not “participate in, or
intervene in, including the publish-
ing or distributing of statements, any
political campaign on behalf of or in
opposition to any candidate for pub-
lic office.” This prohibition on politi-
cal campaign intervention is referred
to as the “electioneering prohibition.”
Should this prohibition be relaxed or
modified to permit limited speech in
support of or opposition to political
candidates?

Batts: This issue is likely to be the
most controversial of all the issues
under consideration by the Commis-
sion. Very strong views come from
both sides as to whether more free-
dom in this area would be good for
churches and the broader nonprofit
sector. Regardless of one’s view about
the answer to that question, it seems
reasonable to conclude that the cur-
rent situation, as administered by the
IRS, is untenable. We have churches
in America intentionally engaging in
activity that they believe violates the
IRS’s interpretation of the law. These
churches send documents evidencing
their conduct to the IRS along with
requests to be audited in an effort to
generate litigation on the issue. The
IRS is not currently taking the chal-
lenge for reasons that are not abun-
dantly clear. In a country based on
the rule of law, an unresolved conflict
of such magnitude is not healthy and
does not bode well for a system of jus-
tice that is to be respected.

The Commission encourages you to
provide input on the above issues (and
others noted on the Commission web-
site). The deadline for input is March

31, 2012.

We Need Your Input
on the Issues!

Please provide your comments on
the church and nonprofit tax policy
issues at:

https://religiouspolicycommission.org/
PublicInput.aspx

A few of the issues primarily of interest
to churches and clergy

e Should the parsonage allowance be limited
to a single primary residence or to a specific
dollar amount?

¢ Should the housing exclusion be expanded to
withstand a constitutional challenge?

¢ Should the housing exclusion be limited to
a narrower group of individuals than at the
present?

¢ Should new entities that claim to be churches
be required to notify the IRS of intent to claim
church status?

Should churches be required to file Form 990?

Should churches be required to file an
“e-postcard” or similar document with the IRS
annually?

Should “love offerings” or similar donations
be taxable to the recipient when a church
facilitates their collection?

Should the current prohibition of political
campaign intervention by churches be
relaxed or modified in some way to permit
limited speech in support of or opposition to
political candidates?

Church Health Care Reporting

We know health care reform imposes
a number of blockbuster mandates,
including the employer requirement
to provide affordable health coverage
(2014), the so-called “individual man-
date” to buy health insurance (2014)
and a raft of insurance mandates such
as extending coverage to adult chil-
dren and ending annual and lifetime
coverage limits.

But there are lesser known and
understood mandates as well, includ-
ing the new W-2 reporting require-
ment of health care costs. While there
is news coverage about this topic, the
message is often very confusing. Here

are the basics: ) )
continued on page 6
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Enhancing Trust
for Churches

oin the growing number of
Jchurches accredited by ECFA!

Pastor Craig Groeschel, Senior
Pastor, LifeChurch.tv., Edmond, OK,
says it best: “LifeChurch.tv’s accredi-
tation by ECFA serves as a clear state-
ment of assurance to our attendees,
our donors, and to the public that we
conduct Kingdom business with integ-
rity and accountability.”

ECFA accreditation benefits:

¢ Great Commission focus. Church
accreditation gives greater confidence
to givers, which increases generosity,
which provides increased resources to
help fulfill the Great Commission.

e Scandal avoidance. One of the
biggest black eyes to the gospel and
the Great Commission is church scan-
dals. Churches that comply with ECFA
standards and are subject to ECFA’s
compliance process reduce suscep-
tibility to governance, financial and
stewardship scandals.

e Capitol Hill access. ECFAs pro-
vides churches representation on
Capitol Hill and access to inside infor-
mation about what is happening in
Washington, D.C. The more churches
accredited by ECFA, the stronger our
voice is on the Hill. We need each other.

e Church knowledge center access.
Only member churches have the
full access to the hundreds of docu-
ments—policies, procedures, in-depth
analysis of church-related issues and
much more in ECFA’s church knowl-
edge center.

e Church webinars. ECFA offers a
series of church specific webinars that
are free to church members.

e Governance videos. In 2012,
ECFA will release the first in a series
of governance training videos which
are available to member churches at
a discounted price.

Apply for your church’s membership
online at: ECFA.org/Join.aspx

Accountability Pays Big Dividends
Leaders of ECFA Members Speak Out...

ne of my first actions after
becoming lead pastor of Bethel
Temple Community
Church, Evansville,
Indiana, was to join
ECFA. 1 wanted to
send a clear mes-
sage from the very
beginning that we
were going to handle

S Etephin . |our finances in an
chwambac. .
above-board, Christ-
Lead Pastor h .
Bethel Temple onoring way.
Community Long ago, we faced
Church the fact that we were

not going to be able
to control the occasional financial mis-
behaviors of high-profile church lead-
ers—nor be able to significantly influ-
ence how the media would treat these
affronts to the cause of Christ. But
by making sure our leaders, members
and donors were well aware of our
ECFA membership, we believed we
would largely be able to insulate our-
selves from the giving backlash and
loss of confidence that can accompany
headline-grabbing financial impropri-
eties. As long-time ECFA members, we
can thankfully report that this has been
the case.

It is important to note, however,
that we haven’t stopped with merely
telling our constituency we are ECFA
members. We educate them about key
ECFA requirements regarding finan-
cial accountability and board makeup,
to make certain they understand that
ECFA membership is substantive, not
mere window dressing. Our people
seem especially impressed when we
remind them ECFA membership is
voluntary—which clearly communi-
cates the degree to which we are will-
ing to bend over backwards to make
sure we are living up to the words of
Scripture: “We want to avoid any criti-
cism of the way we administer this lib-
eral gift. For we are taking pains to do
what is right, not only in the eyes of
the Lord but also in the eyes of man”
2 Corinthians 8:20-21 (NIV).

Last year we celebrated our 25th
anniversary at Christ Community

Church, St. Charles,
Illinois. In the same
year that we reached
our 25th anniversary,
we celebrated our
acceptance into the
membership of the
ECFA.

Mark Ahrenholz Over the years we

Ch‘e(f)fégz‘;‘aal have seen our church

Christ Community grow from a few
Church dozen people meet-

ing in a theater to a
congregation of 5,000 regular attendees
gathering at one of four campuses each
weekend. The stories of God’s hand at
work through the years are amazing!

Naturally the growth we experi-
enced presented new challenges in
the area of financial oversight and
accountability. Better systems and
controls were needed for managing the
increasing amount of resources being
given to the church. We felt a need to
partner with other like-minded minis-
tries as we sought to create and imple-
ment new systems. For this reason we
chose to pursue membership in ECFA.

Christ Community Church has
benefitted greatly from the numer-
ous resources provided by ECFA. The
website is loaded with articles, books,
forums and newsletters which speak
to the day-to-day issues confronting
churches and other nonprofits. The fre-
quent webinars on pertinent topics are
extremely valuable and are often open
to church members for no charge.

In addition to the helpful resources,
membership in ECFA provides the
church with credibility in the eyes of
our leadership and our donors. Occa-
sionally, we have an individual question
us about the use of donations received.
Now that we are members we can send
them a link to our profile on the ECFA
website. By explaining the purpose of
the ECFA and the process by which we
became a member, we have been able

continued on page 6
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to show these individuals that their
donations will be put to good use.

We are so grateful for the effort
ECFA puts into keeping us informed
and holding us accountable to the stan-
dards set for members. I highly recom-
mend the ECFA to any church.

CFA has been a big answer to
one of the dilemmas at Calvary

Chapel Chattanooga.
When we planted this
church in the heart
of the Bible Belt, we
knew that we were
swimming upstream.

_ Chattanooga is awash
—= \ in typical denomi-
Frank Ramseur | National  churches.
Pastor Calvary Chapel is dif-
Calvary Chapel | ferent in that we are
Chattanooga | wyown for our casual

atmosphere.

Being laid back is good, to a point,
but we want all those who attend to
know that we are not casual in two
areas: doctrine and the way we do busi-
ness. Once you sit through one of our
messages, the doctrinal question goes
away. But how do you convince the
body that its money is spent wisely?

Many in our congregation are busi-
nessmen and -women, and many have
held elder and deacon positions at their
previous churches. They are interested
in how the business side of the church
is run. Prior to joining ECFA, we spent
a lot of time explaining our desire to
operate according to best practices.
Once we joined ECFA and announced
it to our body, the questions generally
stopped. All those who are familiar
with ECFA know that ECFA sets the
highest standards in the church world
in terms of governance, financial man-
agement and stewardship. We also put
the ECFA seal on our website right
next to the “On-Line Giving” button.
Now on-line giving accounts for about
30% of our tithes and offerings.

Our administrative staff has taken
advantage of the many resources
available to us as members of ECFA—
including their webinars on a vari-
ety of subjects related to church
administration.

ECFA has given us the ability
to show the body and the commu-
nity that we operate with integrity,
accountability and transparency.
Being accountable to a nationally rec-
ognized organization that sets high
standards for operating churches and
other nonprofits is synonymous with
creditability and trust.

Church Health Care Reporting
Jfrom page 4

Effective date. For larger churches,
the reporting requirement is effective
for 2012 W-2s issued to employees
beginning in January 2013. For smaller
churches, the requirement generally
does not apply for 2012 Forms W-2 and
will not apply to future calendar years
until the IRS publishes guidance giving
at least six months of advance notice.

Larger churches vs. smaller
churches. What is the definition of
a larger church for which the report-
ing requirement applies to 2012 Form
W-2? This is a church filing 250 or more
Forms W-2 for 2011. In other words, if
a church filed 250 or more Forms W-2
for 2011 (generally filed with the SSA
in early 2012), the church is generally
required to comply with the reporting
of the cost of church-sponsored group
health plan coverage on Forms W-2
for 2012 (generally filed with the SSA
in early 2013). Conversely, if a church
filed fewer than 250 Forms W-2 for
2011, the reporting requirement for the
2012 Forms W-2 is not required.

Taxability of health care costs.
Health care mandated W-2 reporting
is for information purposes only and
it will not cause excludable employer-
provided health coverage to become
taxable.

Reporting exclusions for certain
employees. Even if a church meets
the overall reporting requirements, a
church with employees who would not
otherwise receive W-2s is not required
to issue W-2s to those employees.
Example: A church has a part-time
assistant pastor who is on the church
group health plan and receives cash
compensation of $20,000 for whom
the church designates the entire
$20,000 as a housing allowance. The

Save 50% on your
Annual Membership Fee

ECFA is looking for churches and
other nonprofits who are willing to
demonstrate their commitment to
accountability, transparency, and
integrity by becoming an accredited
ECFA member.

You can help ECFA, help your church,
and help the prospective member by
participating in ECFA’'s new 5/50/500
membership initiative. Here’s how it
works:

D — Recommend at least 5 churches
or nonprofits and if they are
accredited in 2012, you will
receive a

50 — 50% discount on your 2013
annual membership fee and the

500 — $500 application fee is waived
for the referred church or
nonprofit

Visit ECFA.org/5

minister does not have any federal or
state income tax withheld. Since there
is no data, other than the cost of the
group health insurance coverage, for
potential inclusion on the W-2, no W-2
is required to be filed.

The bottom line: Churches filing
250 or more Forms W-2 for 2011 (gen-
erally filed with SSA in early 2012)
need to prepare for this new reporting
requirement that will impact them for
the filing of 2012 Forms W-2 (generally
filed with SSA in early 2013).

For smaller churches, breathe a
prayer of thanksgiving that you are not
required to report health care costs
yet. You have a temporary reprieve.
We don’t know how long the reprieve

will last.




ECFA FOCUS ON CHURCH ACCOUNTABILITY / FIRST QUARTER 2012

ECFA fr\\\

WEBANARS

CHURCH2012

FREE to ECFA Members

Just a few of the 2012 presenters —

Erika Cole
The Law Offices of
Erika E. Cole, LLC
Owings Mills, MD

Danny Miller
Connor & Winters
Washington, D.C.

Cathi Linch R. Scott Rodin
LifeChurch.tv Artios Partners
Edmond, OK Colbert, WA

Cynthia Coffee

Mike Batts

Batts Morrison Southeast Christian
Wales & Lee Church
Orlando, FL Louisville, KY

Bill Townes John Pearson

Executive John Pearson
Committee of the Associates
Southern Baptist San Clemente, CA

Convention

Nashville, TN

Steve Macchia John

Leadership Van Drunen
Transformations ECFA
Lexington, MA

Register online at ECFA.org/Events

RECENT DEVELOPMENTS

o IRS sets mileage rates for 2012.
Effective January 1, 2012, the standard
mileage rates for the use of a car (also
vans, pickup or panel trucks) are:

o 55.5 cents per mile for business
miles (unchanged from the mid-
2011 adjustment)

o 23 cents per mile for medical or
moving purposes (down 0.5 cents
per mile from 2011)

o 14 cents per mile driven in ser-
vice of charitable organizations
(no change from 2011)

o IRS informally says iPads will be
treated like cell phones. IRS officials
have informally stated that the IRS will
treat iPads and other tablet-type devices
in the same manner as cell phones for
tax purposes. Earlier, the IRS announced
relaxed rules related to the tax treatment
of employerprovided cell phones and
reimbursements for cell phones. The
lines of distinction between cell phones
and tablet devices are difficult, if not
impossible, to draw. Much of what can
be done on an iPad can be done on an
iPhone and vice versa.

e Supreme Court to rule on health
care law. The Supreme Court will
review the 2010 health care law based
on appeals from a decision by the U.S.
Court of Appeals for the 11th Circuit in
Atlanta.

The Supreme Court is expected
to hear oral arguments in the case in
March, which would be roughly two
years after the law’s passage. A ruling
in the case will come before the court
recesses in late June.

o Congress extends payroll tax
“holiday.” Late on December 22,
House and Senate leaders agreed to
end their stalemate over extending
the payroll tax break. Under the agree-
ment, for the first two months of 2012,
a4.2% Social Security tax will continue
to apply to workers’ pay (10.4% OASDI
tax for self-employment income).

The legislation allows employers
to withhold employee payroll taxes
at 4.2% (instead of 6.2%) on all wages

paid during the two-month extension
period, subject only to the full 2012
wage base ($110,100) and without
regard to the $18,350 cap (two-twelfths
of the wage base of $110,100) on wages
earned through the end of February,
2012. If an employee’s wages during
the first two months of 2012 exceed
$18,350, and the payroll tax reduction
is not extended for the remainder of
2012, an amount equal to 2% of those
excess wages would ultimately be
recaptured on the worker’s individual
tax return for 2012.

It is likely that Congress will find
a way for the payroll tax “holiday” to
apply for all of 2012.

o New charitable gift annuity rates
recommended. The American Coun-
cil on Gift Annuities (acga-web.org)
board of directors has reviewed the
current assumptions that underlie the
rates schedules. Given the significant
changes in the economic environment,
the board approved a new schedule of
suggested maximum gift annuity rates
which became effective January 1, 2012.
At ages older than 60, when the majority
of gift annuities are issued, one-life rates
will decline by 0.5% to 0.8%.

e ECFA works to preserve the
charitable contribution deduction.
ECFA continues to urge Congress to
preserve the charitable contribution
deduction because of its importance to
churches (and other ministries). While
no changes were made in 2011 to the
charitable contribution deduction, the
deduction may be part of future discus-
sions on Capitol Hill as Congress strug-
gles with deficit reductions, expiring
tax cuts and other related tax measures.
A charitable deduction floor has
received significant attention recently.
A floor of perhaps $500 per year for
single taxpayers and $1,000 for mar-
ried taxpayers filing jointly is touted
as improving the incentive aspect of
the charitable deduction by encourag-
ing contributions at the margin. ECFA
believes this is a dubious approach to
enhancing charitable giving.
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Unrelated Business Income and the Church
by Michael E. Batts

f you lead a church and are concerned about the tax implications of unrelated

business income, this is the book for you. Unrelated Business Income and the
Church demystifies the bewildering and intimidating world of tax rules governing
alternative sources of revenue. It arms you with tips and strategies to safeguard
your nonprofit status. Many myths and fables surround the topic of generating
unrelated business income: “You can’t do that, it’s illegal!” and “If you do that,
you will lose your tax-exempt status!” are some of the common fear-mongering
statements made by many in the nonprofit sector who don’t know the facts. The
author, nationally prominent CPA Michael Batts, lays the myths and fables to
rest by not only telling you what you can’t do, but more importantly, what you
can do! His favorite part of this book is Chapter 5, which is entitled: Generating
Income from Activities without Generating Unrelated Business Income.

Price: $19.95

The Zondervan Minister’s Tax & Financial Guide
and The Zondervan Church and Nonprofit Tax & Financial Guide

by Dan Busby and John Van Drunen

M inisters and churches can use these award-winning tax guides from Bl E R VA N
Zondervan to comply with federal tax laws. Dan Busby, CPA, a _ "
nationally recognized nonprofit expert, and John Van Drunen, CPA and J.D., . L Mlllister’s
have written a work of accuracy and reliability. These guides go beyond other M&H"""" Guide

tax guides because they provide: e . an CPr
John Van Brunen 7} 1y

(1 complete tax and financial guides for ministers, churches, and
nonprofit organizations Z0ND g ol

[ recent and last-minute changes in this year’s tax laws
(1 easy-to-follow explanations (in plain English)

 help in taking advantage of favorable tax laws

[d sound advice for future planning

[ money-saving tax strategies (now and for the future)

(1 sample forms and worksheets

™ Easy to Understang
Regular Price: $15.99 * Expert Advice on Handiing Ghartat g,

Your Price: $1 3.00 ® Key Financial Pofictes ang Procedures

Dan Busby and John Van Drunen are
ECFA staff members. On all sales made

To order, go to ECFA.ws or call 800-323-9473 through EGF, thea G EIEEEE

royalties to ECFA.



