Things to Think About at Year End 2010
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Tennessee Conference, The United Methodist Church
Jim Allen, Treasurer  treasurer@tnumc.org
I. Year End Reporting and Related Stuff
[Before 1/1/2011

941 payments no longer accepted at banks; must file electronically if 





more than $2500/quarter] 
January 1, 2011+

Give contributors annual statements as soon as possible – 

if your contributor who took a charitable deduction is audited by the IRS, they must show they had your statement in hand when they filed their taxes 
January 31, 2011

Deadline for distributing W-2 forms to employees

February 28, 2011

Deadline for filing paper W-2 with the IRS

February 28, 2011

Deadline for completing and submitting your church’s 2010 
year-end statistics on-line  www.eagle.gcfa.org (extended from Discipline’s January 31 deadline)
March 31, 2011

Deadline for filing electronic W-2s with IRS
Who/how is the pastor’s compensation set? (according to Jim…)
i. Staff/Pastor Parish Relations Committee (S/PPRC) recommends total amount to come from the offering plate for the pastor
ii. S/PPRC consults with Finance Committee, which is building the church’s budget for the coming year and with luck agree upon the amount

iii. Once S/PPRC and Finance Committees agree on the total, the pastor designates how that total will be allocated to cash salary, utilities, and pension (UMPIP)

iv. Church must either provide a parsonage, or a housing allowance in lieu of the parsonage

v. Package is approved at Charge Conference

vi. Mid-year changes that do not affect the total (such as reallocating split of cash salary to utilities or UMPIP) may be approved by Church Council and reported to the district office.  Changes to the total can only be made by the Charge Conference, which requires DS approval.
How is compensation reported on the W-2?
Reporting Compensation to the IRS – Example 1
2010 Compensation for 


_Pastor Bubba P. (w/parsonage)____
(Note: Pastor Bubba P. has been licensed, commissioned or ordained by The United Methodist Church as an elder, deacon, or local pastor; could be a retired elder serving as “supply”)

1. Total Compensation (2+3+4+5)*  


$__50,000_____
2. Cash Salary (include after tax pension) 

$__36,500_____

3. Utilities (household expenses) 


$__12,000_____

4. Other benefits (a+b+c)



$_____________

a. Conference Plan (dependents)
$_____________

b. Medical Reimbursement (FSA) $_____________

Note: church must have written IRC Sec. 125 -compliant approved Flexible Spending Account PLAN
c. Other




$_____________

5. Before Tax Pension Contribution (UMPIP) 
$____1,500____
6. Housing Allowance (in lieu of parsonage) 
$_(parsonage)__
Write “parsonage” on this line if provided
* Note 1:  TN Conference minimum compensation 2010-2011 is:

$35,542 for probationary, commissioned, full elders and deacons,

$32,130 for associate members, 

$30,834 for full time local pastors.

Note 2:  Clergy pension (CRSP) is based in part on lines 1 + 6 (parsonage/housing)
Reporting Compensation to the IRS – Example 2
2010 Compensation for 

   Pastor Bubbette H. (housing allowance)
(Note: Pastor Bubbette H. has been licensed, commissioned or ordained by The United Methodist Church as an elder, deacon, or local pastor; could be a retired elder serving as “supply”)
1. Total Compensation (2+3+4+5)*     


$__50,000______

2. Cash Salary (include after tax pension) 

$__36,500_____

3. Utilities (household expenses) 



$___3,000_____

4. Other benefits (a+b+c)




$_____________

a. Conference Plan (dependents)
$_____________

b. Medical Reimbursement (FSA) $_____________

Note: church must have written IRC Sec. 125 -compliant approved Flexible Spending Account PLAN
c. Other




$_____________

5. Before Tax Pension Contribution (UMPIP) 

$____1,500____
6. Housing Allowance (in lieu of parsonage) 

$____ 9,000____
Write “parsonage” on this line if provided
* Note 1:  TN Conference minimum compensation 2010-2011 is:

$35,542 for probationary, commissioned, full elders and deacons,

$32,130 for associate members, 

$30,834 for full time local pastors.

Note 2:  Clergy pension (CRSP) is based in part on lines 1 + 6 (parsonage/housing)
So how do their W-2s look?
_Pastor Bubba P. (w/parsonage) W-2:____
Box 1 Wages, tips, other compensation: 
$36,500

Box 3 Social Security Wages


$0

Box 5 Medicare Wages



$0

Box 12



Code E
$1,500

Box 14 Other (optional): 

Housing
$12,000

   Pastor Bubbette H (housing allowance) W-2: 
Box 1 Wages, tips, other compensation: 
$36,500

Box 3 Social Security Wages


$0

Box 5 Medicare Wages



$0

Box 12



Code E
$1,500

Box 14 Other (optional): 

Housing
$12,000

Amounts designated as either “Utilities” and “Housing Allowance” are treated the same by the IRS and SSA!

Reporting Compensation to the IRS- Example 3
2010 Compensation for 


_ Ms. Sharon Adams____
(Note: Sharon Adams has NEVER been licensed, commissioned or ordained by The United Methodist Church as an elder, deacon, or local pastor.  She might be a lay speaker serving as a “Supply” minister, a youth minister, a church secretary, or any other lay staff of a church)
Total Salary: 






$15,500

  (as a lay person, Sharon cannot get a tax-exempt housing allowance) 
Less Before Tax Pension Contribution (UMPIP) 
  $1,500
Cash Salary:







$14,000

Ms. Sharon Adams’  W-2:
Box 1 (Wages, tips, other compensation): 
$14,000



Box 2 Federal income tax withheld

$312.00

Box 3 Social Security Wages


$15,500



Box 4 Social Security tax withheld

$961.00

Box 5 Medicare Wages



$15,500



Box 6 Medicare tax withheld


$234.75

II.  Charitable Contributions Issues
1. Contributions must be handled as instructed by donor (or returned to donor)

a. Designated or restricted gift

b. Undesignated 

c. No strings attached!

2. Cash/checks/credit card contributions must be documented as required by IRS rules for the donor to be able to deduct the charitable contribution on Schedule A of their 1040.  Most churches provide an annual statement to donors with the following minimum information:

a. Name of church

b. Name of donor

c. Amount of each contribution (and date)

d. Amount of anything provided in return for donation, or this statement:

e. “No goods or services are provided by [name of church] in return for the contributions listed on this statement, other than intangible religious benefits.”

3. Special situations – require statement/receipt for each gift
a. Something of value in return for gift? (meal, ticket, book…)

b. Donated property

i. Donor’s duty to establish value of property

ii. Donor may need to file Form 8283 with value

iii. If Value > $5,000, Form 8283 must contain certification by a qualified appraiser.  It is the donor’s responsibility to provide this.
Other Resources
Tennessee Conference:  www.tnumc.org, then click on “Administration and Finance” then “Local Church Resources”

IRS:  www.irs.gov, click on “Publications” then either click on the many options, or search by the name or number in the search box  (I usually use google and the publication number, name or description.)

GCFA:  www.gcfa.org , under “Departments” click on “Legal”,  forms are listed on the left side of the page.

Richard Hammar.  www.ChristianityToday.com , http://store.churchlawtodaystore.com/  

Church & Clergy Tax Guide ; Church Finance Today (subscription); Pastor, Church & Law (4 volume set); Church Law and Tax Report (subscription); Federal Reporting Requirements for Churches (CD); and hundreds of other publications and resources.
The Book of Discipline of The United Methodist Church (2008), esp. ¶258.4 (Finance Committee).
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