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SESSION 1 – 2017 HIGHER 
EDUCATION TAX UPDATE 

1. Tax Reform 
2. IRS – New Information Document Request (IDR) Process 
3. IRS – Issue Snapshots 
4. Repeal of the “Johnson Amendment”? 
5. California Scheming (SB 1146) 
6. 2016 ACT Report 
7. Form 1098-T Student Taxpayer ID Number – and Checkbox 
8. ITIN Renewal Guidance 
9. Form 1098-T “Amounts Billed” Penalties Not Imposed 
10.Summary of 2017 Key Tax Facts 
11.Form 990 Extension Changes 
12.Filing Deadline Changes for Forms W-2 and 1099-MISC 
13.2017 Token Amounts 
14.IRS Data-Driven Decision Making 
15.Scholarships and Education Credits IRS Fact Sheet 
16.Raffle Fundraisers 
17.Cybersecurity Definitely Needs Your Attention 
18.Type III Supporting Organizations 
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SESSION 2 – COMPENSATION AND 
BENEFITS LAB 

1. Repeal and Replacement of the Affordable Care Act 
2. Minister’s Housing Allowance 
3. 2017 Standard Mileage Rates 
4. Filing Deadline Changes for Forms W-2 and 1099-MISC 
5. FLSA Overtime Rule Blocked by Judge in Texas 
6. Executive Compensation Studies 
7. Employee benefit plan audits and Form 5500 
8. Case studies 

a. President’s house 
b. Cash gifts 
c. Comparable data 

What changes did your institution make in 2016 with respect to the FLSA 

overtime rules (that ultimately did not change)? 

_________________________________________________________________________________________ 

_________________________________________________________________________________________ 

Do you provide any “automatic excess benefits” to your employees? 

_________________________________________________________________________________________ 

_________________________________________________________________________________________ 

Do you give gift cards or other gifts to employees? 

_________________________________________________________________________________________ 

_________________________________________________________________________________________ 

Does your institution provide either a retirement plan or welfare benefit plan 

to your employees?  Do you reimburse health insurance premiums? 

_________________________________________________________________________________________ 
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SESSION 3 – UBIT ALLOCATION 
METHODS 

1. Expense Allocations of “Dual Use Facilities” 
2. Advertising vs. Qualified Sponsorship Payments 
3. Pouring Agreements 
4. Tax Reform and Qualified Sponsorships 
5. Catalog Sales Deemed UBIT (TAM 201633032) 
6. Revenue Enhancement Opportunities 
7. Periodical advertising 
8. Case studies 

a. Lessons from a College Golf Course 
b. Summer Camps 
c. Periodical advertising 

Does your institution rent space to any outside parties? 

_________________________________________________________________________________________ 

_________________________________________________________________________________________ 

Do you have sponsors who pay for “acknowledgements” at any events 

or on campus? 

_________________________________________________________________________________________ 

_________________________________________________________________________________________ 

Do you produce any “periodicals” either in print or online? 

_________________________________________________________________________________________ 

_________________________________________________________________________________________ 
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SESSION 2 – CASE STUDIES 

A. The CFO at Saltwater Christian College (SCC), a private college that is 

exempt under I.R.C. section 501(c)(3), had questions regarding the house 

that SCC’s president lives in tax free.  They were concerned that the IRS might 

deem the fair rental value of their president’s house – on campus – to be 

taxable to the president.  We answered that the housing should be tax-free if 

the three stipulations of I.R.C. section 119 are met.  Those stipulations 

are:  for the convenience of the employer, on the business premises, as a 

condition of employment.  We advise SCC that the location (on the business 

premises) and condition of employment (requirement in contract) can 

generally be objectively met.  However, more and more, the “convenience of 

the employer” stipulation is being questioned – and it can be difficult to 

prove after the fact if it is not documented somewhere. 

Documenting that the President maintains an office in the house where 

he/she regularly holds bona fide business meetings, that he/she holds 

college-sanctioned events (donor dinners, dignitary dinners, student events) 

in the house and/or on the grounds, etc. may go a long way toward 

establishing – to the satisfaction of the IRS – that the house is “for the 

convenience of the employer”.  Documentation is key.

B.  Marathon Bible College (MBC) is a private college exempt under Internal 

Revenue Code section 501(c)(3) and section 170(b)(1)(A)(ii).  They are 

required to file Form 990 annually. 

This December, MBC’s president gave – out of his budget – each of his ten 

staff people Christmas cards with $100 bills in them as “gifts” from the 
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college.  MBC’s Controller calls us to ask how this should be handled for tax 

purposes. 

We tell her that the gifts are generally taxable compensation and must be 

included in each employee’s Form W-2 for the year in which they received 

the cash.  An alternative could be to have the president “absorb” all of the 

gifts in his compensation and consider the $100 bills to be “personal gifts” 

from him to the staff.  If the latter alternative is chosen, MBC should carefully 

navigate the issues surrounding the reasonableness of the president’s 

compensation and any potential gift tax implications. 

In either case, the $100 payments must be “grossed up” to cover the 

employee’s share of any federal income tax withholding (optional) and 

“FICA”. 

HOW TO: 

When “grossing up” an employee’s compensation (in either of the situations 

above) the formula will generally be: 

Step 1: 100% minus Payroll tax % = Gross up % 

Step 2: Amount of cash payment divided by Gross up % = Grossed-up wages 

Step 3: Check the amount by multiplying Grossed-up wages by Payroll tax % 

So, in the situation above, with respect to employees, if we presume the 

7.65% employee “FICA” (6.2% social security and 1.45% Medicare) plus a 

10% federal income tax withholding amount, (resulting in a Payroll tax % of 

17.65) the calculation would be as follows: 

Step 1: 100% minus 17.65 % = 82.35 % 

Step 2: $100 divided by 82.35% = $121.43 

Step 3: $121.43 times 17.65% = $21.43 

Then, you must make sure that you properly reflect these amounts on 

quarterly payroll reports and Forms W-2. 



6 

C. Denali Christian College (DCC) is a private college that is exempt under 

I.R.C. section 501(c)(3) and section 170(b)(1)(A)(ii). At their recent board 

meeting, the topic arose of executive compensation. Specifically, the 

compensation committee wondered what they should be doing to satisfy one 

of the three required areas of Treasury Regulation 53.4958-6 (known as the 

“rebuttable presumption” clause), namely “comparable data”. 

The CFO is not totally sure how to answer the question, so they call us. First, 

we tell them that they should ensure that all three of the “rebuttable 

presumption” facets are met – including independent board approval, use of 

comparable data, and documentation of the process. Schedule J (Form 990) 

contains check boxes in a section (Part I, Line 3) that asks which, if any, of the 

following methods were used to arrive at executive compensation: 

compensation committee, independent compensation consultant, Form 990 

of other organizations, written employment contract, compensation survey 

or study, approval by the board or compensation committee. In the 

instructions to Schedule J, “compensation survey or study” is described as 

follows: “refers to a study of top management official compensation or 

functionally comparable positions in similarly situated organizations.” 

As an aside, all institutions should ensure that their description of the 

process for determining executive compensation (on Form 990, Schedule O) 

conforms to the IRS’ expectations in this arena. 

We encourage the team at DCC to contract to have a “compensation study” 

done by an outside consultant for any executives listed at Form 990, Part VII, 

Section A. Further, the “shelf life” of these studies is probably about 24 

months.  They should be done more frequent if significant changes to 

compensation occur. 
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SESSION 3 – CASE STUDIES 

A. Denali Christian College (DCC) – in Alaska – is a public charity in 

accordance with Internal Revenue Code sections 501(c)(3) and 

170(b)(1)(A)(ii).  In the past year, a donor gave DCC a golf course.  So now, 

DCC runs a golf operation that is used by students, faculty, alumni, and the 

general public.  Fees charged are as follows: 

General public             $30 

Alumni                        $25 

Faculty                        $10 

Students                      $10 

The accounting team at DCC knows that they have unrelated business income 

for the greens fees paid by the general public and alumni (but not students 

and faculty).  They have allocated expenses to the unrelated business income 

on a “gross-to-gross” (gross revenue for unrelated golfers over total gross 

revenue).  So, for example, if each of the four “types” of golfers above each 

accounted for 250 rounds per year, the expense allocation would look as 

follows: 

($30 x 250 = 7,500) + ($25 x 250 = 6,250) = 

13,750 / 18,750 = 73.33%

The IRS – in the Colleges and Universities Compliance Project (Final Report 

2013) – found this NOT to be a reasonable allocation method – inherently 

because it misrepresented the expenses because unrelated golfers paid more 

per round.  Thus, the numerator in the cost allocation equation was skewed 

upward. 

The IRS EO Examinations team prescribed a “unit-based” allocation method 

modeled after NUMBER OF ROUNDS as follows: 
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Number of unrelated (alumni and general public) rounds of golf (numerator) 

/ 

Total number of rounds of golf (denominator) 

= % of expenses allocable to unrelated business income from golf fees 

This would result in a much lower expense allocation percentage at: 

500 rounds / 1,000 total rounds = 50.00%

B. Troas Bible College (TBC) is a private university.  TBC has some 

dormitories that are used to house students during the fall and spring 

semesters.  During the summer months, TBC coordinates with Youth Sportz, 

a charitable organization within the meaning of Section 501(c)(3), for Youth 

Sportz to conduct summer sports and educational camps for youth.   TBC 

leases dormitory space to the participants of the camps and for the camp’s 

counselors.  TBC’s income from the lease of the dormitory space to the camp 

participants and counselors is not income from an unrelated business 

because the activity contributes to the educational purposes of TBC. The 

delineation here is that Youth Sportz is a charitable organization under I.R.C. 

section 501(c)(3) rather than a for-profit enterprise.  The revenue would be 

deemed “dual-use facilities” income if – for instance – the camp was run by a 

coach’s LLC or corporation (which we see often in our client base). 

Rules 

Treasury Regulation 1.513-1(d)(4)(iii) provides that, in certain cases, an 

asset or facility necessary to the conduct of exempt functions may also be 

employed in a commercial endeavor. In such cases, the mere fact of the use of 

the asset or facility in exempt functions does not, by itself, make the income 

from the commercial endeavor gross income from related trade or business. 

The test, instead, is whether the activities productive of the income in 

question contribute importantly to the accomplishment of exempt purposes. 
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Private Letter Ruling 8151005 – RULED: Income from hockey camp is from 

exempt activity related to C’s purposes and isn’t subject to tax. It was directly 

operated by C, to provide hockey instruction for children and is integral part 

of C’s educational program. 

However, Rev. Rul. 76-402, 1976-2 C.B. 177, states that an exempt school 

annually contracts with an individual who conducts a 10-week summer 

tennis camp with the school furnishing the tennis courts, housing, and dining 

facilities and the individual hiring the instructors, recruiting campers, and 

providing supervision. The amounts received are from the dual use of 

facilities and personnel; therefore, an allocable portion of expenses 

attributable to such facilities and personnel may be deducted in computing 

unrelated business taxable income under IRC 512. 

C. Troas Bible College (TBC) publishes an educational magazine, Rising Tides, 

the content of which is exclusively on TBC’s website.  TBC is a U.S. private 

college.  In addition to grants and contributions, Rising Tides is supported in 

part by advertising revenues.  TBC employs writers, researchers, a creative 

director and an editorial director for its publication and also incurs expenses 

for website maintenance and overall administration.  For purposes of the 

unrelated business income cost allocation rules of Section 1.512(a)-1(f) of 

the Income Tax Regulations, Rising Tides (TBC’s website publication) is a 

“periodical.”  Accordingly, TBC’s expenses, depreciation and similar items of 

deduction attributable to the production and distribution of the website 

publication, including the salaries of the publication staff, qualify as items of 

deductions directly connected with the unrelated advertising activity and 

may be used as deductions against the unrelated business income 

attributable to the sale of advertising in the website periodical. 
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SESSION 4 – R.E.O. – REVENUE 
ENHANCEMENT OPPORTUNITIES 

1. College & University eQueries - 2017 
2. I Samuel 17 

a. Defeatists 
b. Detractors 
c. Difference makers 

3. Uniquenesses 
4. Thought Leadership 


