
IRS Withdraws Controversial Gift Substantiation Proposal.
A proposal introduced last fall would have allowed—but not
required—churches to annually file a new form with the IRS. 
It would have been an alternative to providing donors with
written charitable gift acknowledgements to substantiate their
single contributions of $250 or more. The IRS withdrew its
proposed alternative in early January after receiving nearly
38,000 public comments. The primary concerns related to
donor privacy and identity theft. The new reporting form
would have required organizations to keep donor taxpayer
identification numbers (social security numbers) on file to
report to the federal government.

Check Your Church’s Mileage Rates for 2016. Does your
church reimburse pastors and other staff for church-related
mileage based on a mileage log? And, do you reimburse at the
top IRS business mileage rate? If so, now is the time to adjust
the reimbursement. The business mileage for 2016 is at a five-
year low because of the drop in gas prices. Effective January 1,
2016, the business mileage rate decreased from 57.5 cents to 54
cents per mile. The medical and moving mileage rate decreased
from 23 to 19 cents per mile. The charitable mileage rate
remained at 14 cents per mile. Click here for more information.

The Latest on ACA Employer Reporting and Deadline
Extensions. Check out the Nonprofit Special Alert ( Jan. 5)
issued by Batts Morrison Wales & Lee for the latest develop-
ments in employer health care reporting obligations under the
Affordable Care Act. The Alert notes certain reporting dead-
lines that have recently been extended by the IRS and includes
a helpful summary chart for church and ministry employers.

Heightened Procedures Now Apply to Church Employ-
ment Tax Audits.  For decades, federal law has required the

Internal Revenue Service (IRS) to follow strict guidelines in
the process of auditing churches for compliance with rules
related to maintaining their tax-exempt status (“Church Audit
Procedures Act,” IRC 7611). Now these heightened audit pro-
cedures will also apply in the context of employment tax audits,
according to a December 17 internal IRS memo. 

One practical result of this change may be less church employ-
ment tax audits. The IRS has yet to officially revise regulations
that have been years in the making to specify who is “an appro-
priate high-level Treasury official” to approve tax inquiries and
examinations. 

Invest 10 Minutes to Improve Church Governance.  ECFA
has just launched a national survey to learn the latest trends, chal-
lenges, and best practices in church governance. Get started now:
ECFA Members;  Nonmembers. As a thank you for participat-
ing, you’ll also receive a complimentary download of ECFA’s
Church Financial Management Survey 1.0 (Full Report, $29.99
value). Don’t miss out before the survey closes January 29!

Meet us at the XP-Seminar. The XP-Seminar is a special
learning and networking event for executive pastors. Michael
Martin and Dan Busby will be attending this event that runs
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Employment Tax Audits
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Don’t Miss These Webinars

• March 22 (1 p.m. EDT) – Cash Reserves for
Churches and Ministries—How Much Is Enough?
with John Regan and Lana McKenzie.

• April (watch our website for the date) – Creating a
Generous Church Culture with Chris Willard of
Leadership Network

• May 26 (1 p.m. EDT) – ECFA’s Church Gover-
nance Survey Results 1.0 with Cameron Doolittle

• July 26 (1 p.m. EDT) – 7 Fundamentals of  Clergy
Housing Exclusion with Attorney Erika Cole

Webinars Coming in 2016—Dates to be Announced

• Implications of  the New Fair Labor Standards Act
Rules

• Top 10 Restricted Giving Issues

• 10 Fundamentals of  Church Business Expenses

http://www.ecfa.org/Content/IRS-Withdraws-Controversial-Proposed-Gift-Substantiation-Alternative
http://www.ecfa.org/Content/Just-Announced-IRS-Lowers-Standard-Mileage-Rates-for-2016
http://www.nonprofitcpa.com/reminder-aca-employer-reporting-requirements-due-dates-extended
https://www.irs.gov/pub/foia/ig/spder/SBSE-04-1215-0085.pdf
https://www.surveymonkey.com/r/membergovernance
https://www.surveymonkey.com/r/2016governance
https://www.ecfa.org/Events.aspx?EventID=135
https://www.ecfa.org/Events.aspx?EventID=139
https://www.ecfa.org/Events.aspx?EventID=137
https://www.ecfa.org/Events.aspx?EventID=133


February 17-18, 2016 in Dallas, TX. Dan will be speaking in 
two workshops.  Register at XPastor.org.

Nearly Every Church Must File Form 1099s.  When a 
church pays an independent contractor $600 or more in a cal-
endar year, a Form 1099-MISC must generally be filed with the 
IRS. These forms must be provided to the payee by January 31 
and filed by February 28 with the IRS to avoid penalties. 

Independent contractors are typically self-employed individu-
als or small service firms that the church hires as independent 
contractors. Examples of independent workers might include a 
graphics designer, Web developer, cleaning service, landscaping 
or grass cutting service, or other self-employed provider. The 
key is that the independent worker is self employed—and not 
your employee. See Employee vs. Independent Contractor.

Gifts for Foreign Entities. Contributions by an individual 
to a non-U.S. charity are generally not deductible for U.S. 
Income tax purposes. There are certain acceptable situations 
where a U.S. ministry may receive gifts for which a deduction is 
allowed with the money used abroad.  However, gift

deductibility may be questioned by the IRS when a U.S. min-
istry is used in such a way that it is no more than an agent of,
or trustee for, a particular foreign organization, has purposes
so narrow that its funds can go only to a particular foreign
organization; or solicits funds on behalf of a particular foreign
organization. e Guide to Charitable Giving for Church and Ministries
(new book to be released on March 1, 2016) 

Crowdfunding Webinar Takeaways.  The following issues
were addressed during this recent webinar presented by Alex
Campbell, Attorney, Mosher & Associates, LLC, on this cut-
ting edge topic:

• The amount raised from crowdfunding campaigns in 2015
is expected to exceed $34 billion—more than double the
amount for 2014.

• The donation-based crowdfunding model is being increas-
ingly used by churches.

• The same rules concerning deductibility or non-deductibil-
ity of gifts apply to crowdfunding—just the same as for gifts
made through other channels.

• The quid pro quo rules apply to crowdfunding—just the
same as for gifts made through other channels.

• Some crowdfunding platforms issue charitable gift acknowledg-
ments; in other scenarios, the responsibility falls to the church.

This webinar recording is available on the ECFA website—
FREE to ECFA members and at a modest cost to others.

ECFA.org

Save $500 on the ECFA Membership Application.
Interested in joining the growing number of churches
committed to high standards in financial integrity?
Enter Church2016 when you submit your application to
have the $500 application fee waived. Click here to get
started, or contact Michael Martin at 800-323-9473 or
Michael@ECFA.org.

Still Time to Catch These 
Webinars-on-Demand 

Free to ECFA-Certified Churches

• Five Key Church Financial Issues with Michael
Batts and Richard Hammar

• Top Five Intellectual Property Issues with David
Middlebrook

• Church Financial Management Survey 1.0 Results
with John Pearson and Cameron Doolittle

25th Edition of Zondervan Guides. The 2016 editions 
of the annual Minister’s Tax & Finance Guide and Church 
and Nonprofit Tax & Financial Guide have been released by 
Zondervan. These guides are authored by members of 
ECFA’s leadership team, Dan Busby, Michael Martin, and 
John Van Drunen.

ECFA church members have received a complimentary copy 
of each guide as a member benefit. Both books are available 
at Amazon.com.

7 Most Common Charitable Gift Acknowledgment 
Mistakes Made by Churches 

1. Failure to include the “no goods or services” wording on
acknowledgements when, in fact, this is true.

2. Providing a gift acknowledgment indicating the gift is “to
or for” an individual instead of “to and for” the church.

3. Providing a gift acknowledgement for the gift of time.
4. Providing a gift acknowledgement for the gift of the rent-

free use of property.
5. Including the valuation of property on a gift acknowledgment.
6. Failure to file Form 8282 with the IRS if certain gifts of

property are disposed of within three years after the date
of the contribution.

7. Failure to provide an appropriate acknowledgment for
qualifying quid pro quo payments.

Many of these issues were covered in the recent webinar:
Yearend Giving and Receipting Issues—10 Things You
Must Know. This webinar recording is available to ECFA
members at no cost and to others for a modest cost.
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