2012 COMPENSATION WORKSHEET

NEW COVENANT PRESBYTERY

For Clergy and Certified Directors of Christian Education

The 2012 Compensation Worksheet is intended to assist clerks, treasurers and pastors as they define and report income to Presbytery, the Board of Pensions and, of course, the IRS. It is not intended to serve as a comprehensive tax-planning tool or replace consultation with a Certified Public Accountant or other tax professional. While reasonable efforts have been made to ensure the accuracy of the information contained in this form, it is not necessarily complete and cannot be guaranteed.

1. COMPENSATION 
(Includes salary, housing, Social Security Compensation OVER 8.25% of Effective Salary, and other forms of reimbursement/ compensation all of which are subject to Board of Pension Dues.) 
Before completing this document be sure to check the Presbytery Minimum Terms of Call for 2012.

a. Salary 








$_________ 

Salary - Annual Cash Salary refers to compensation paid to a minister on a  regular basis. (Monthly, Semi-Monthly or Weekly). Employed minister’s salary is to be reported on Form W-2, Box 1. Ministers are not to use IRS Schedule C (Form 1040) for reporting salary. 


b. Housing and Utility Allowance 





$_________ 

Housing Allowance - The amount designated as Housing Allowance is to be reported at actual expenses. The allowance normally includes utilities’ cost. 

• Ministers who own their home - If you own your home and you receive as part of your pay a house allowance, you may exclude from taxable gross income the smallest of the following amounts: 


-- The amount actually used to provide a house. 


-- The amount officially designated as a housing allowance. 

Ministers who own their home will want to designate a housing amount to cover the total cost of owning, cost of their furnishings, cost of decorating, utilities, yard maintenance, etc. Any housing allowance that is more than this cost must be included as taxable gross income. 

• Ministers who rent or lease their home - If you rent or lease your house you will want to designate an amount to cover the actual rent paid, cost of decorating, utilities, yard maintenance, etc. Any housing (rental) allowance that is more than these cost must be included as taxable gross income. 
Utility Allowance - The estimated figure for a minister’s cost for utilities is 

usually included under Housing Allowance. However, if a separate payment for 

utilities is made to the minister it should be reported here. The Utility Allowance 

may be in addition to the value of the manse. 

DO NOT SUBMIT: Worksheet ONLY is for calculation purposes.
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The following notations should be considered in handling of Utility Allowance: 




• These allowances, if paid to the minister, are to be included in Effective Salary 


for dues computation. 



• If the utility service is registered in the name of the employing organization 


and the utilities are paid directly by said organization, the value of these services 


is not included in Effective Salary. In this case a $0.00 should be placed on this 


line. 

c. Manse (if provided) 






$______________ 

An amount may be placed here to cover the cost of decorating, utilities, yard  maintenance, etc. Any housing allowance that is more than these costs must be included as taxable gross income. 

If the congregation provides a manse, there is no direct payment to the minister related to housing. Nevertheless, the congregation is required to pay pension dues on the fair rental value of the manse. For Board of Pension calculations this figure should be at least 30% of the total of lines 1a thru 1g (not including line 1c). The value of the manse is free of income tax liability; however, the value of the manse is still subject to Self-employment tax (Social Security). 

Subtotal of lines 1a through 1g  (not including line 1c) $____________ X .30 = 











      
$_____________ 


d. Social Security Compensation 8.25% or MORE of Effective Salary) 












$_____________ 

Social Security Compensation

Compensation provided to assist with Social Security payments that is 8.25% or ABOVE of Effective Salary is considered INCOME and is subject to Pension dues. 

Compensation provided to assist with Social Security payments that is up to 8.24% of Effective Salary is considered as a BENEFIT and is NOT subject to Pension dues. 

Note: In calculating the percentage of Social Security Compensation to Effective Salary you do NOT include the amount paid for Social Security 

PLEASE read all the information under line 3.e. before completing this section – MOST churches end up reporting Social Security Compensation as up to 8.24% (3.e) and not as 8.25% and above (1.d.) 
Since the minister is considered as Self-Employed by the Social Security Administration, churches often provide income to offset this cost. 
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• Compensation provided UP TO 8.24% of the member’s Effective Salary is considered    a Benefit, which is to be entered on line 3.f. (below). 

• Any income provided that is 8.25% or MORE of the member’s Effective Salary is considered as Compensation subject to BOP dues and is to be entered on line 1.d. 

All Social Security Compensation (lines 1.d. and 3.e.) is to be considered part of the member’s salary (that should be designated as salary on a W-2 form) ALL
Social Security Compensation above 8.25% is subject to Board of Pension dues.
e. Other direct compensation/ reimbursement 



$____________ 

(Bonuses, special allowances, employer gifts, unvouchered professional expenses, overtime pay) Additional allowances paid or reimbursed by the congregation to the minister (other then dues for participation in the basic benefits provided by the Board of Pensions) are included in Effective Salary: Year-end and other bonuses, lump sum allowances which are not part of an accountable reimbursement pay (as defined by the IRS), gifts from the church or employing organization (not gifts from private donors), down payment grants, and savings from interest-free loans (not loan principle) are compensation to be included in Effective Salary. 

f. Deferred Income 






$____________
Deferred income includes retirement benefits offered by some congregations to their minister. Deferred income includes tax-sheltered annuities, IRS 403(b) Plans, Retirement Savings Plans, Housing Equity Allowance, and other forms of funded or unfounded arrangements. All amounts set aside for deferred compensation contracts are considered as Effective Salary for Board of Pension dues calculations. 

g. Other paid insurance 






$____________ 

(Individual Policies) Premiums for individual insurance policies (auto, disability, life, supplemental medical, etc.), other than dues for participation in the basic benefits provided by the Benefits Plan of the Presbyterian Church (U.S.A.), that the employing organization pays for or reimburses to the member at his/her request are compensation to be included in Effective Salary. Subscription dues for optional benefit coverage under the Benefits Plan paid for by the employing organization are to be included in Effective Salary on the same basis.

 TOTAL COMPENSATION 




$____________ 

(Effective Salary as defined by Board of Pensions) Effective Salary is the sum of lines 1a through 1g. The Effective Salary is the amount subject to Board of Pension Dues. SEE NOTE UNDER 3. a. 

DO NOT SUBMIT: Worksheet ONLY is for calculation purposes.
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2. REIMBURSED EXPENSES: 

An Accountable Reimbursement Plan for ministry related expenses has several advantages for the minister and congregation. It is a way to more accurately estimate the minister’s true income for the purposes of calculating tax and pension dues. The underlying principle of such a plan is that the minister is not liable for Board of Pension dues on these expenses. An Accountable Reimbursement Plan allows the minister to pay taxes on true income and allows the congregation to pay pension on medical dues on actual salary. For the congregation’s dues calculation, continuing education, professional and auto expenses are not included in Effective Salary for dues compensation IF they are reimbursed to the minister through an Accountable Reimbursement Plan. 
According to the IRS to qualify as an Accountable Reimbursement Plan, ministers must “adequately account” to their employers for their ministry related expenses. They must give their employers documentary evidence of all their expenses -- maintaining the same type records and supporting information they would have to furnish the IRS to substantiate a deduction. To qualify, an Accountable Reimbursement Plan must meet the following three requirements: 



• All expenses reimbursed under the plan must be ministry related. 



• There must be adequate accounting. 



• There must be provision for a return of any excess reimbursement. If the excess is not 

  returned this amount must be reported as other applicable income (line 8), and it must 

  be reported as income for tax purposes. 
a. Auto Expenses (at IRS standard) 




$____________
    Please refer to the IRS rate for business mileage at http://www.irs.gov/ 
b. Books, Professional Dues, etc. 





$____________

(Not included in study leave allowance) Book and other Professional Expenses 
includes such items as books, subscriptions to magazines, office supplies, 
computers, computer software, meals related to the practice of ministry, vestments, 
etc., and should be reimbursed as spent to the minister. 

3. BENEFITS: 
a. Medical and Pension Insurance (Board of Pension Dues)

 $___________ 
DO NOT SUBMIT: Worksheet ONLY is for calculation purposes.
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If the Effective Salary exceeds the 200% of the Median Salary, which is $105,800, then the Board of Pension dues will be based upon $105,800.

If the pastor is part time, other factors are involved in calculating the dues.  The best way to determine Board of Pension dues in this case is to visit Board of Pensions webpage and use their calculator.  It can be found at: 



http://www.pensions.org/portal/server.pt?open=514&objID=449&mode=2

Dues are paid to the Board of Pensions Benefit Plan of the PCUSA. Dues for 2012 are computed on the basis of 32.25% of the Effective Salary. The total dues of 32.25% consist of 12% for Pension (including death and disability benefits) plus 20.75% for Major Medical benefits. PRESBYTERY IS NOT RESPONSIBLE FOR REPORTING CHANGES TO THE BOARD OF PENSIONS. Church Treasurers are to report salary changes to the Board of Pensions by the using Salary Change Form ENR-111 found in the Forms & Publications tab of the Board of Pensions 
website. http://www.pensions.org/portal/server.pt

b. Study Leave / Professional Development Allowance (cumulative for 3 years) 










$____________ 

This includes such items as tuition, room, board, and travel to study events. If this amount is not spent during the calendar or fiscal year it is cumulative for up to three years. 

The Presbytery minimum is for 2012 is $1450 for those ministers who do not attend the Presbytery of New Covenant Clergy Retreat. 

For those Clergy who do attend the Presbytery of New Covenant Clergy Retreat: Study leave for two weeks with expense allowance of $1,700 annually, which includes the approximate cost of the Clergy Retreat: $250. 

NEWLY ORDAINED CLERGY shall participate in Entry into Ministry Events sponsored / supported by the Presbytery of New Covenant.  Full provision will be made for the actual cost for one year (plus or minus $750) and the time needed to participate in these events. This means during a newly ordained clergy’s first year the study leave/professional development allowance should be at least $2,450.
c. Paid Study / Leave/Professional Development (amount of time allotted ____weeks 

(Time cumulative for 3 years) Presbytery has set a minimum Study Leave / Professional Development to be 2 weeks that is cumulative for three years. Each week includes one Sunday. Continuing Education Leave is cumulative for at least up to six weeks. 

DO NOT SUBMIT: Worksheet ONLY is for calculation purposes.
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NOTE: Additional leave of three days will be granted only for participation in the New Covenant Presbytery Clergy Retreat (this leave is not cumulative). 

d. Paid Vacation (amount of time allotted)       ___________ (Number of weeks/ days) 

Presbytery has set a minimum vacation for its church professionals as 4 weeks, which includes 4 Sundays. 

e. Social Security Compensation UP TO 8.24% of Effective
 Salary $__________ 

In order to encourage churches to help members pay Self-employment Social Security tax, the Board of Pensions allows churches to place an amount of Compensation not to exceed 8.24% of their Effective Salary as a Benefit. 

All Social Security Compensation is to be considered part of the member’s salary (that should be designated as salary on a W-2 form). BUT Compensation UP To 8.24% is NOT subject to Board of Pension dues. 

The advantage of using Social Security Compensation UP TO 8.24% of Effective Salary is that it reduces the dues a church must pay on a member; while at the same reduce to a small degree the medical deductible a member must pay. 

The disadvantage of using Social Security Compensation UP TO 8.24% of Effective Salary is that it will also lower the pension and/or disability dollars available to the member. 

4. ANNUAL REVIEW will be held:   


(Date)_______________ 

The session will establish a review committee to meet with the Minister every twelve months to discuss: 
-The congregation’s expectations of the minister and how well he/ she meets those    
expectations; 

-The minister’s expectations of the congregation and how well it (and its 

   members) meet those expectations; and 

-Adequacy of compensation. 

 The review committee is encouraged to utilize the resources provided by the 

  Committee on Ministry “Guidelines for Church Professional Evaluations” 
The review committee is encouraged to utilize the resources provided by the Committee on Ministry “Guidelines for Church Professional Evaluations.”
http://www.pbyofnewcovenant.org/forms/2008_01_Guidelines_for_Evaluations.pdf 

5. EFFECTIVE DATE of Change of Terms of Call: (Date) _______________ 
Minimum Terms of Call adopted by Presbytery November 13, 2010. 

Revised by COM 11-09; 12/10/10; 10/22/11
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