Notes on Changes in Terms of Call

Please answer all relevant questions in full and return one copy to the Presbytery office for the Committee on Ministry by January 31.  See notes below for more information.  If you have questions or if you are proposing alternatives, please call for help from the Committee on Ministry while you are still early in the process.

Any report of change in salary or allowances for pastors or associate pastors will constitute a request for Presbytery’s approval of such change, as is required by the Form of Government.  Changes in the terms of call to a pastor or associate pastor must be voted upon by the congregation.

The “point value” for the position which your pastor holds is determined by the session and reviewed every few years.  If you do not have information on the Compensation Plan, contact your Area Chairperson of the Committee on Ministry for information and/or assistance in determining the point value and the Compensation Range for your situation.

The following items are REQUIRED in every call: 1a, 2a or 2c, 6, 7a, 7b.  It is usually best to establish these items and then discuss how the amounts can be distributed for tax purposes.

#1b Ministers can use 403b plans for retirement savings with tax advantages.

#1c COM recommends that 50% of FICA (Social Security) liability be listed in this line.  Since ministers are considered self-employed for the purposes of Social Security, they pay the entire 15.3% themselves.  However, half (7.65%) of that amount can be listed on this line (instead of under cash salary) and thereby remove that amount from being subject to the 31.5% for Pension/Major Medical dues.  This does not change the ministers’ income or his/her tax liability, but it does save on Pension/Major Medical dues.  The savings can be shared with the minister who otherwise will lose pension credits unless he/she is under the median salary.

#2a Manse value (which includes rental value plus all utilities) should be a minimum of 30% of the cash salary + annuity + manse expense allowance + housing allowance + additional medical insurance (1a; 1b; 2a; 2b; 2c; 3).  Social Security reimbursement is not included.  When the minimum effective salary is being used, the manse value can not be more than 30%, since to do so would decrease the cash salary received by the minister on minimum salary.  For those above minimum it may be appropriate to consider manse as valued at more than 30%.  A guideline for the rental value of a house is 1% of its assessed value plus cost of utilities as a fair monthly rental value.  “All utilities” includes at least the following: heat, electric, water, sewer, garbage collection, basic telephone.

#2b Ministers are not taxed by IRS for any housing expense.  They should request a notation in session minutes by December 31 of a Manse Expense Allowance, using a portion of salary (1a).  This does not change what a minister is paid, but it helps reduce taxes.  Anything for a house (from cleaning supplies to furniture) can be listed here.  A large amount should be used.  It can be reduced, but it cannot be increased.

#2c This line is for churches that do not have manses and it can be any portion of salary.  A large amount should be used.  It can be reduced, but it cannot be increased.

#3 Additional Medical Insurance might include insurance for vision or dental care or nursing home.

#4 Out-of-Pocket Medical Expense can be included to help cover out-of-pocket medical expenses which the pastor has for medical costs.  There is an annual deductible for the pastor and an additional deductible for family members.  After the deductible is met the pastor pays 20% of most medical costs.

#5 Effective salary is the term used for the amount which is subject to Pension/Major Medical dues of 31.5%.  More details are available from the Board of Pensions through a publication “Understanding Effective Salary”.  This must include cash salary (line 1a), annuity (line 1b), housing (line 2a & 2b or 2c), and additional medical insurance (line 3), but it may also be expanded to include the value of other benefits and professional expenses unless they are paid directly by the church through a voucher system.

#6 Pension/Major Medical Dues cover major medical, pension, disability, survivors’ pension, and death benefits.

#7 This should be a reimbursable account(s) used when the pastor submits a voucher for professional expenses.  It must include 48.5 cents per mile for auto expense and $750 for study leave.  It may be a larger amount or the pastor may choose to add to it from salary in order to pay for books, periodicals, etc.  The pastor may NOT receive any balance remaining in the account at the end of the year.

If you have questions, please call your COM Area Chairperson or the Presbytery Office at 
724-528-1610 or 724-652-1600.
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