INSTRUCTIONS FOR

CLERGY COMPENSATION 2012
This year’s compensation form has a different look.  Figures from last year have been included to help guide you and there are only four sections to complete:
Section I- Income

Section II-Salary Reductions
Section III-Housing

Section IV-Local Parish Expenses
Each section is outlined below.

AT TOP OF FORM:   Please list your cell phone number:  This will be used by Conference Staff only and will not be published.
SECTION I: INCOME
Amounts listed in this section are added together to show total compensation.

A. BASE SALARY
This is the cash salary amount before any reductions or withholdings are made.
B. OTHER
Designate any additional income on line B.  Describe on the line provided what this addition to Base Salary is for, possibly:

Social Security:  Some parishes have chosen to provide additional funding to offset the church’s portion of Social Security which pastors pay as Self Employment Tax.  An unusual designation for clergy is that the IRS considers clergy to be Employees while the Social Security Services classifies clergy as Self-Employed.

Health Insurance: The Annual Conference recommends that parishes NOT pay the pastor’s share of the health insurance premium separate from the base salary.  If you choose to pay health insurance premium, include this amount in line A. BASE SALARY.  

Reasoning:
1. Many calculations are based on the Denominational Average Compensation (DAC) including pension benefits and minimum salary requirements.  By reducing the Base Salary line and paying the pastor’s share of health insurance as a separate line item the DAC is artificially lowered reducing the benefit to all clergy.

2. Using a salary reduction agreement to pay this cost means clergy do not pay income tax on their health insurance premiums, and it provides documentation should the IRS ever audit the pastor.

3. By pastors paying this amount from salary we are encouraging them to take direct responsibility for their health.  By seeing a direct correlation between health costs and income it is easier to connect wellness to physical and financial benefits

C. TOTAL COMPENSATION FOR 2012
Add lines A and B.

D. HOUSING EXCLUSION/ALLOWANCE
This designation and amount MUST be included in the official minutes of the Church or Charge Conference which approves it.  The Housing Allowance Resolution form can be found on the conference Website at:  http://www.dakotasumc.org FORMS/Charge Conference.

Explanation:  Section 107 of the Internal Revenue Code allows pastors tax free use of a parsonage that is provided by the parish, and tax free allowance to the extent it is used for the rent or purchase of a home while in the service of a parish.  Further they allow for a “housing exclusion/allowance” that can be used for expenses while living in and maintaining the house (whether it is a parsonage, a rental, or a home owned by the pastor).  This housing exclusion/allowance must be designated in advance by the parish governing body, usually a church/charge conference.  This is at no extra cost to the parish.  It is a designation of a certain amount of the pastor’s salary that is listed on line D. The amount of the exclusion/allowance may not exceed the fair rental value of the house plus the utilities.
SECTION II: SALARY REDUCTIONS
Amounts in this section are subtracted from line A. BASE SALARY in section I above.

HealthFlex Pastor’s Share:
The amount on this line has been calculated for 2012 and shows in 2012 column.  It is recommended that there be a salary reduction agreement between the pastor and the parish so that the treasurer pays this premium for Healthflex.  This makes this portion of the pastor’s salary tax exempt.  This can provide the pastor with a significant tax savings thus allowing better stewardship of resources.

Please see the form in this packet entitled “Salary Reduction Agreement (For health insurance premium only).  It will need to be completed to reflect the change from 2011 to 2012 and is kept at the church.  
Medical Reimbursement Account:

This amount is in accordance with a Salary Reduction Agreement “Flexible Spending Account” between the pastor and the Healthflex insurance program.  These forms can be found on the website at: http://www.dakotasumc.org  under FORMS/charge conference.

Dependent Care Account:
Same as Medical Reimbursement Account.
Pastor’s Contribution to UMPIP: (To be completed only if there is a different amount than what is listed for 2011) 
The pastor may choose to have WITHHELD from his/her BASE SALARY (line A) an additional pension amount,  reducing the Line A Base Salary by that amount.  This would be either (Before Tax/Tax Deferred) or (After-Tax/Taxable).  
Either choice requires the use of these two forms:

 Before and After-tax Contribution Form with the agreement being held by the pastor and the parish.  
The Billing Change Form for the United Methodist Personal Investment Plan is to be completed and signed and brought to the annual charge conference. 

Both of these forms can be found on the website at: http://www.dakotasumc.org  under FORMS/charge conference.

SECTION III: HOUSING
Indicate if there is a change in a parsonage being provided.  

If the pastor does not live in a parsonage, indicate the cash allowance paid to the pastor to provide housing.  
NOTE:  This amount is not the same as the HOUSING EXCLUSION/ALLOWANCE listed under D.  Pastors with housing allowances paid in lieu of a parsonage may also take advantage of housing exclusion/allowance designated as a part of BASE SALARY.

SECTION IV:  LOCAL PARISH EXPENSES
Items in this section are NOT considered as income for the pastor.  These are expenses paid by the parish in the course of providing ministry on behalf of the parish.

A.
Parish’s Contribution to UMPIP
The recommended minimum contribution is $1,883.00.  The Cabinet recommends that the parish pay this in addition to the base salary on line A.  The parish may NOT pay more than the minimum contribution into this fund.  
NOTE:  This line is not where you mark deductions, that is covered SECTION II: SALARY REDUCTIONS
B.
Direct Bill for HealthFlex (paid to Conference)
This line is used to indicate the parish’s portion of the pastor’s health insurance costs.  In all cases where a full-time licensed, commissioned, or ordained United Methodist pastor is appointed to the church, this amount will be $10,000.  

C.
Parsonage Utilities
For consistency across the Annual Conference each parish is required to pay for the utilities of the parsonage.  

D. 
Accountable Reimbursement Plan

In determining this amount, a useful tool would be:  WORKSHEET FOR SETTING A BUDGET FOR AN ACCOUNTABLE REIMBURSEMENT POLICY.   It can be found on the website: http://www.dakotasumc.org under FORMS/charge conference.  

This worksheet indicates some of the many uses of an ARP, and to budget for them accordingly.  Only the total on line K of the worksheet is to be reported on the compensation form.  The reason for this is to allow flexibility in how the funds are spent.  For example, if the pastor were to overspend the automobile expense in doing parish visits, expenses listed on the other lines could be shifted to compensate for the difference as long as the total expense does not exceed the amount listed on line K.

E.
Other Expenses Paid by the Parish
Please describe what this expense is on the line indicated or provide an attachment explaining the expense.  

DO NOT put the pastor’s portion of health insurance on this line in an attempt to avoid tax reporting.

F.
Total Expenses Paid by Parish  (Add lines A through E).

SECTION V: SIGNATURES
PLEASE HAVE ALL FORMS SIGNED BY ALL PARISH OFFICIALS AND PASTOR  BEFORE THE ANNUAL CHARGE CONFERENCE
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