
  

Will Raffle Tickets Create Taxable Income for your Non-Profit? By Justin Ash 

  Non-profit organizations, particularly 
churches and 
small 501(c)(3)s, 
typically use 
gaming activities 
as a way to solicit 
cash donations 

from the public. Whether it be bingo at 
the church or a 50/50 raffle for the 
local boosters club, these gaming 
activities have long been somewhat of 
a gray area when it comes to taxation. 
The IRS has recently issued some new 
guidance intended to clarify the rules 
regarding what type of gaming is 
subject to a special tax levied on some 
non-profits. This guidance should shed 
some light on what has historically 
been thought of as a “no man’s land.” 
Firstly, non-profit organizations are 
granted an exemption from taxation 
only on activities that are substantially 
related to their exempt function, even 
if such an activity is considered a trade 
or business. Any other trade or 
business carried on that is not 
substantially related to its exempt 
purpose may be subject to tax. In other 
words, if you apply to be a 501(c)(3) 
for the purposes of running a little 
league for the local town your 
exemption from taxation does not 
automatically extend to the concession 
stand where you sell candy and 
popcorn. This is because the sale of 
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Fundamental 
concessions does not further your 
exempt purpose of running the local 
little league. It does not matter that the 
proceeds from the sale of the 
concessions are used for your exempt 
purpose. Furthermore, for certain types 
of non-profits, if unrelated business 
income grows too large in relation to 
donation income the non-profit could 
lose its status as a 501(c)(3). 
In the above example the income 
generated from the sale of concessions 
is referred to as “Unrelated Business 
Income” commonly referred to as 
“UBI”. This income is subject to tax 
and is reported on the Form 990-T 
which is attached to the non-profit’s 
regular tax return. The newly issued 
IRS guidance clarifies the rules 
regarding what is and is not considered 
unrelated business income for non-
profits with regard to gaming and also 
clarifies some broad exceptions to this 
type of tax. 
Before a non-profit’s activity is 
classified as unrelated, there are three 
requirements that must be met. First, 
the activity must be considered a trade 
or business (gaming is generally 
considered a trade or business if it 
generates revenue). Next, the activity 
must be regularly carried on (gaming 
conducted only annually at a 
fundraiser is not considered regularly 
carried on). Third, the activity must 
not be substantially related to the 
organization’s exempt purpose (simply 
using the proceeds from such an 
activity for the exempt purpose does 
not make them substantially related). 
Even if the activity satisfies all of the 
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above criteria, making it unrelated, 
there are still some broad 
exceptions that can get a non-profit 
out of paying tax on the income. If 
the organization conducts bingo as 
defined by the IRS, then that 
income is 
exempt as 
long as the 
activity does 
not violate 
local law and 
as long as for-profit entities cannot 
regularly carry on bingo in any 
part of the same jurisdiction. Also, 
gaming that is conducted with all 
volunteer labor is exempt from 
paying tax on gaming income. 
There are additional exceptions, 
but the aforementioned are two of 
the most common. 
For example, let’s assume that the 
non-profit that runs the little 
league mentioned above has an 
annual fundraiser dinner. At this 
dinner, volunteers conduct 50/50 
raffles and sell tickets for drawings 
to win prizes, all of which are 
donated. Because these activities 
are conducted only once per year 
and they are conducted with an all-
volunteer labor force, the non-
profit does not have to calculate 
unrelated business income or pay 
tax on the gaming net income. 
Conversely, if the non-profit 
conducts 50/50 raffles weekly at 
every little league game 
throughout the season and/or the 
individuals conducting the gaming  

(cont’d on page 2) 
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For Those Claiming the EIC and 
Refundable Child Tax Credit, 
Certain Tax Refunds Will Be 
Delayed in 2017 
By Justin Ash 

 

  

 

Important Dates 
 

Medicare Open Enrollment to 
Obtain Health Coverage for 2017: 

October 15,  2016 through 
December 7,  2016 

 
NYS Health Exchange Open 
Enrollment to Obtain Health 

Coverage for 2017 
November 16, 2016 through 

December 15 , 2016 
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are paid for their services, then the 
non-profit would likely be required 
to file a schedule 990-T to report 
the gaming income and pay 
income tax on the net income from 
gaming. 
If you are unsure if a non-profit 
you are involved with should be 
reporting unrelated business 
income please contact us. We can 
analyze the situation and advise 
you as to the best course of action. 
 

In its attempts to waylay the tide of identity theft and fraudulent return filings, 
the IRS will begin scrutinizing tax returns that claim large refunds due to certain 
refundable tax credits. Chief among them are the earned income credit and the 
refundable child tax credit. The IRS estimates that around 25% of the refunds 
issued resulting from the earned income credit are erroneous. Many of these 
erroneous refunds are simply due to basic human error while the majority are 
outright fraudulent. 
Starting with 2016 income tax returns, which are due in 2017, the IRS will 
accept and process tax returns claiming the earned income credit and the 
additional child tax credit as normal. However, these refunds will not be issued 
until February 15, 2017 at the earliest, regardless of when the return was filed. 
This is because many fraudsters file returns very early in the year in hopes that 
the IRS will 
issue the refund 
before the real 
person has a 
chance to file 
their legitimate 
tax return. By 
delaying 
refunds until 
mid-February, 
the IRS is 
attempting to 
give the 
legitimate 
returns time to be filed. This should result in a large number of fraudulent 
returns being identified before the refund is issued because the IRS system will 
recognize duplicate social security numbers being claimed for these refundable 
credits. 
If you are concerned about identity theft, the IRS will soon be rolling out an 
individual PIN number system. Once the program is available nationwide, 
taxpayers will be able to request a PIN number which must accompany their tax 
returns whether filed electronically or on paper. Once requested, a new PIN 
number will be mailed to taxpayers in advance of each filing season. If the PIN 
number does not match the social security number of the taxpayer according to 
the IRS’ records, then the return will be rejected. In other words, the IRS will 
provide you with a unique key, and they will not process your return unless you 
provide them with that unique key. The IRS estimates that this simple safeguard 
will save taxpayers millions of dollars. 
If you have questions regarding the earned income credit or the procedure to 
apply for an identity theft protection PIN, please contact us so that we may 
advise you. 
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The Health Care Penalty 
Will Rise for the 
Upcoming 2017 Filing 
Season 
By Rick Dickson 
 
The 2016 health care penalty, which is payable with the 2016 
return filed in 2017, will rise again for the upcoming filing 
season. For the 2016 tax year the penalty is a minimum of $695 per 
adult and $347.50 per child with a household maximum of $2,085. 
This penalty amount will be adjusted upwards for inflation in future 
years. There are numerous exceptions to paying this penalty, the 
most obvious one being to simply obtain health coverage. 
Firstly, you can be exempted from the penalty if health coverage is 
simply unaffordable, meaning that the premiums are in excess of 
8.05% of your household income. Next, you are exempt from the 
penalty if you experienced a short coverage gap, defined as a gap in 
coverage of less than three months, which is typically experienced 
when changing jobs. Lastly, if your income is below the filing 
threshold the penalty does not apply. This is the case whether or not 
you file a return, as there are reasons to file even if you are not 
required to. The filing thresholds in 2015 were $10,300 for single 
individuals, $13,250 for head of household, and $20,600 for married 
filing jointly. Keep in mind that these thresholds are adjusted 
upwards every year for inflation and the 2016 thresholds were not 
yet released at the time of this publication. 
 

All of the above exceptions are simply calculated when you prepare 
your tax return. There are other exceptions referred to as 
“hardships.” These hardship exceptions are not blanket exceptions 
of the penalty like the ones listed above. The IRS will ask for 
documentation to substantiate your hardship and, if approved, will 
only waive the penalty for the portion of the year that the hardship 
existed. 
 

Hardships include, but are not necessarily limited to, being 
homeless, being evicted within the last six months, receiving a shut 
off notice from a utility company, experiencing the death of a family 
member, or filing for bankruptcy. The submission of a hardship 
application takes time to process. However, taxpayers are allowed to 
submit the hardship application and file their return assuming the 
hardship is granted by entering, “pending” on the Form 8965 which 
is used to claim the health coverage exemptions and get you out of 
paying the penalty. This will likely prolong the processing time of 
the return but can potentially save you around $2,000. 
If you have questions regarding the health care penalty or need 
assistance obtaining health coverage please contact us. Our in-house 
insurance expert, Richard Dickson, can help you sign up for 
coverage. 
 

There’s an App for 
That - Mileage 

Tracking Solutions 
By Justin Ash 

As many self-employed individuals know, you 
can take a deduction on your income tax return 
for the number of miles you drive for business 
purposes and are not reimbursed for. There are 
deductions allowed for miles driven not only 
for business purposes, but also to obtain 
medical care, to volunteer your time, and to 
move to another home in order to accept new 
employment. The amount that is deductible for 
2016 varies as depicted below. 
 

 
 

Business Deduction 
per Mile 

54 Cents 
per Mile 

Medical & Moving 
Deduction per Mile 

19 Cents 
per Mile 

Charitable 
Deduction per Mile 

14 Cents 
per Mile 

 
The IRS requires that you be able to 
substantiate the number of miles driven if 
asked to do so. The recommended approach is 
to maintain a mileage log in your vehicle 

(Apps Cont’d on page 4) 
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(Apps Cont’d)  
which documents the date and destination of each trip, the starting and ending mileage, and the purpose of the trip. 
With the proliferation of smartphones, there are many apps that can track your mileage right on your phone saving you 
time and headache. Please see below for our comparison of three popular mileage apps available for iPhone and 
Android operating systems. All of the following have predominantly positive customer review ratings and can be 
synced to the cloud to safeguard your mileage information even if your phone is lost or stolen. 
Mile IQ: Mile IQ can log all of your trips automatically and calculate each trip’s value. This means you don’t have to 
push a start and stop button, you just go about your business and classify the miles later. Additionally, you are able to 
classify each trip for different purposes. This is useful if you track mileage for both your day job and a side gig, and 
also if you occasionally volunteer your time. You can also log additional data such as tolls, parking, and hotels paid 
out of pocket for each trip. As far as getting information out of the app, you can print or export personalized mileage 
logs and/or expense reports. Lastly, Mile IQ’s website boasts that they never use pop up ads. Mile IQ is free for up to 
40 trips each month. After that the fee is $6 monthly or $60 annually. Remember that due to the automatic tracking 
feature, you will be billed once you exceed 40 trips in one month. 
Track My Drive: Track My Drive offers essentially all of the same options as Mile IQ. The difference is, the user 
interface isn’t quite as pretty, there is no feature to track out of pocket expenses such as tolls, and the price tag is lower. 
Additionally, Track My Drive allows you to either track your miles with the GPS as you drive, or to input the 
beginning and ending address (much like using MapQuest for directions) to calculate the miles driven after the fact. 
This app also has a convenient feature that allows you to quickly save or delete each trip using one swipe of your 
finger. Track My Drive is free for up to only 10 trips per month, or $8.99 per year for unlimited trips. 
Mile Bug: Mile Bug charges a one-time $2.99 flat fee and offers many of the same features discussed above. This app 
requires that you push a start button to begin tracking mileage for each trip and from there the GPS on your phone will 
track mileage until you tell it to stop or until you stop driving. Alternatively, you can add trips manually by entering 
the starting and ending odometer readings. This app also allows you to add expenses like tolls and parking. Customer 
reviews are a little less glowing for this app, citing that it is a bit more cumbersome to work through. For example, you 
must save your trip after you push the “start tracking” button but before you start driving, otherwise, you run the risk 
of the app losing the information. However, for the significant decrease in cost, this app is the best bang for my buck. 
The lower price tag is well worth the clunkier user interface in my opinion. 

Justin Ash, Staff Accountant 


