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2019 W-2 Instructions and other General Tax Information

Remember that in 2014, with new provisions of the Affordable Care Act churches are no longer
able to reimburse employees for health insurance premiums as a non-taxable benefit. Since
employees purchasing individual coverage are eligible for premium tax credits, any contribution by
the employer is taxable income. Be sure to notify your employees of this.

To read more, please see the document on the Wespath website
http://www.wespath.org/assets/1/7/4636.pdf

Churches have not been subject to the requirement to include health insurance premiums on the W-
2. This exemption may be changing. We will pass any new information we receive on this topic to
you in the Monthly Finance Notes.

2020 SOCIAL SECURITY/MEDICARE TAXES:

For lay employees the rate continues at 7.65% for employees (6.2% Social Security/1.45%
Medicare) — matched by an equal employer contribution.

The lay employee tax rate for 2019 for Social Security is paid on first $132,900 in wages per
employee.

For clergy, the SECA rate continues at 15.3% (12.4% Social Security/2.9% Medicare).

SMALL BUSINESS TAX CREDIT FOR CHURCH PLAN EMPLOYERS:

This tax credit is no longer available.

IRS MILEAGE REIMBURSEMENT: Effective January 1, 2019, the rate was 58 cents per mile.
Any reimbursement greater than the allowed rate is considered taxable income and should be
reported on the W-2 form as part of taxable income in Box #1. Note that effective January 1, 2020,
the rate will decrease to 57.5 cents per mile.
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FOR OREGON CONGREGATIONS:

For 2020 the Oregon Worker’s Benefit Assessment Tax rate has been lowered to $0.022 per hour.
The employer and employee each pay 2 of the tax or $0.011 per hour.

Effective July 2018, Oregon employees are subject to the Oregon State Transit Tax of 0.01%. The
most recent information we have received from the state indicates that ordained clergy performing
ministerial duties are not subject to this tax. All other employees are subject. The tax must be filed
and the withholding deposited on the ORSTTT forms each quarter.

FORMS 1099 AND 1096:

IRS Form 1099 MISC should be used for payments of $600.00 or more made by a local church to
Independent Contractors. This form, along with the Form 1096 transmittal, is due to the IRS by
January 31, 2020 and to the individual or company by January 31, 2020. (Note that, in general,
independent contractors do not include United Methodist clergy under appointment, organists,
janitors, secretaries, or child care personnel — these persons should receive form W-2.)

» State Filing Requirements
Oregon —For the 2019 tax year, all businesses must file 1099s electronically through

iWire at https://revenueonline.dor.oregon.gov/tap/ /#2

Idaho - Form 96 (Annual Reconciliation). File with copies of Form 1099 by February
29, 2020. See: https://tax.idaho.gov/i-1026.cfm?seg=fileinfo for filing instructions
online through TAP at https://idahotap.gentax.com/TAP/ /

GCFA TAX PACKAGE

Additional information about payroll and tax issues, including what is and is not appropriate for
reimbursement under an accountable reimbursement plan is included in the annual GCFA Tax
Package which is available at https://www.gcfa.org/
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2019 W-2 INSTRUCTIONS

The following material is intended to assist local church treasurers in the preparation of IRS Form
W-2 for the calendar year 2019 for both clergy and lay employees.

Remember, that for tax purposes, Lay Persons Assigned to Ministry are considered lay employees
and subject to the same withholding and reporting regulations as other employees.

There are some differences between the information reported on the pastor's W-2 and that reported
on a lay employee's W-2. Please be sure to read all of the instructions carefully. Note that IRS form
1099 is not appropriate for reporting either clergy or lay employee salary.

» W-2s filed with the Social Security Administration are encouraged to be filed electronically
and the Oregon State Department of Revenue must be filed electronically — Idaho State
Department of Revenue accepts both electronic and paper filings.

> If you do not already have your 2019 forms, you should order your supply of Forms W-2 and
W-3 from the IRS immediately. Order by phone - 1-800-829-3676 from the IRS, free of
charge. Also, request the related instructions and review them carefully.

> Provide the W-2 form to the clergy and lay employee(s) by January 31, 2020. If you are
filing paper copies, the Federal copy (A) must be filed with the transmittal W-3 by January
31, 2020.

» To file the federal copy of W-2s electronically, register with the Social Security Administration
online at www.ssa.gov or call 800-772-6270 for more information. The filing deadline for the
W-2 is January 31, 2020.

» State Filing Requirements

Oregon - Form OR-WR (reconciliation form) — File the WR by January 31, 2020.
Oregon requires that copies of W-2s must be filed electronically by January 31, 2020
through iWire at https://revenueonline.dor.oregon.gov/tap/ /#2

See the Oregon Department of Revenue website for more information or
contact them at 503-945-8127 or iWire.DOR@state.or.us

Idaho - Form 967 (Annual Reconciliation). File with copies of Form W-2 by January 31,
2020. These report forms are available from the State Revenue Department.
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For general instructions for Form W-2 see https://www.irs.gov/pub/irs-pdf/iw2w3.pdf

Here are some specific pointers that may assist you in completing the form W-2:

BOX #1: (Wages, Tips and Other Compensation)

Include in this box the following:

Cash salary, including any allowance for Social Security.

Gifts or bonuses paid by or through the church.

After-Tax salary reduction agreements for personal pension contributions (for example
UMPIP/Roth)

Health and dental insurance premiums paid by the church to the employee._(See note about
Affordable Care Act considerations on page 1)

Reimbursement for expenses that are in excess of the IRS allowable rates (see IRS W-2
instructions).

Allowances for business or travel expenses that are not part of an Accountable
Reimbursement Plan.

ALL Moving Expenses whether paid directly to a third party or reimbursed to the pastor.
Taxable Fringe Benefits: Value of personal use of church provided automobile. (See Box 14)

Do not include as income:

For Clergy: Housing, utilities, furnishings allowances properly designated in advance. (Note
that this housing exclusion does not apply to lay employees, including Lay Persons assigned
to Ministry)

Before-Tax salary reduction agreement payments for personal pension contributions (for
example UMPIP).

Flexible Spending salary reduction agreement payments for health related expenses or
dependent care.

Dependent health insurance premium deductions or single insurance premium deductions.

(This is not an exhaustive list. For specific items, contact your tax advisor, the IRS or our
office.)

Box #2: (Federal Income Tax Withheld)

Enter the amount of Federal Income Tax withheld from the employee based on his/her form
W-4,

Note that, for clergy, local churches are not required to withhold income tax. However, the
local church may voluntarily withhold income taxes at the request of the clergy (if you do
withhold income taxes, be sure to remit them on a monthly basis or as directed by the IRS).
If this is the case, enter the amount withheld; otherwise, leave blank. (You should have a
completed IRS Form W-4 from the clergyperson if you withhold income tax).

Boxes #3 and #5 (Social Security/Medicare Wages)

N.
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For clergy: leave these lines blank. Clergy are subject to Self-Employment taxes and
must file them as such.

For lay employees: Enter the total of the amount from Box #1 plus any before tax salary
reduction agreement payments 403(b) for pensions (these payments reduce income taxes,
but not Social Security/Medicare taxes). In Box #3 do not report any wages over
$128,400.00 for 2019.

Boxes #4 and #6 (Social Security/Medicare Tax Withheld)

For clergy: leave these lines blank. Clergy are subject to Self-Employment taxes and must
file them as such.

For lay employees: Enter the total withheld for Social Security and Medicare Taxes.
Boxes #7 and #8 (Social Security Tips/Allocated Tips) are not applicable.
Box #9: Do Not Enter an Amount in Box 9
Box #10: (Dependent Care Benefits)

Report the amount of employer paid IRS Code Section 129 dependent care benefits. The
total elected amount for the Dependent Care Account under HealthFlex should be entered in
this box. (Note: This does not apply to the Medical Reimbursement Account under Health
Flex.)

Box #11: (Payments to non-qualified plans) Not applicable in most cases.

Does not apply to amounts contributed to the General Board of Pensions and Health
Benefits or other section 403(b) pension plans. (See IRS W-2 instructions if you believe
your church has a non-qualified deferred compensation plan.)

Box #12: (Codes)

Report in this box the proper codes and amounts of benefits. The following codes are most
typical for local churches to use. (See IRS W-2 instructions for a full listing.):

Code "E" Show the amount of voluntary 403(b) Before Tax pension salary reduction
contributions (usually paid to the General Board of Pension and Health Benefits).
This amount is not included in Box #1

Code "P" Qualified Moving expenses reported here are no longer applicable for anyone but
active duty Armed Forces members pursuant to a military order.

Code “"BB” Show the amount of the voluntary Roth 403(b) after tax pension salary reduction
contribution.

Code “DD"” If you had more the 50 employee’s in 2020 you will need to report the cost of
group health coverage in box 12 with code DD. If you have questions please call.
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Wespath will provide all Healthflex participants with a 1095-B which verifies that the
employee had coverage.

Box #13:

Mark the box for Retirement Plan for anyone for whom the church made Pension Payments.
These payments, for clergy, are represented by the monthly billings that you pay to the
conference office for CRSP, and for lay employees, the monthly amounts you pay to the
General Board or other pension plan (not including amounts withheld from salary).

Box #14:

Enter the amounts included in Box #1 for the value of personal use of automobile provided
by the local church, labeled “lease value of auto”.

Some publications suggest reporting housing and utilities/furnishing allowances here. It is
not required: but if you choose to complete this box, include the amount paid to the pastor
for housing (rent, mortgage) in lieu of a parsonage added to the amount paid to the
pastor for utilities and furnishings. You must also type the words: “Housing Exclusion”
along with the total amount in this box. Remember, this amount should not be included
in Box 1, 3, 5 or 16 of the W2.

Box #15: (Employer’s State and State ID Number)

Enter the State code (OR for Oregon or ID for Idaho) and your employer's state I.D. humber.
Box #16: (State Wages, Tips etc.)

Enter the taxable income as shown in Box #1.
Box #17: (State Income Tax)

Enter the amount of State Income Tax withheld from employee based on his/her form W-4.
See note on Box #2 for information regarding clergy tax withholding.

Boxes #18-#20: (Local Wages/Tax/Name) are not applicable in most cases.

Enter the applicable information for any Local Taxes to which your church is subject.
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Other Special Information

= Form 941:The IRS has advised us by letter that churches that have no other employees except
the pastor are not required to file the IRS Form 941. There is a copy of this letter on our
website.

If you do have one or more lay employees, or if your pastor has elected to have federal
income tax withheld then you must file a quarterly IRS Form 941 and include the salary of the

pastor. The total income reported in Box #1, for a/l the local church's Form W-2s (lay and
clergy), must equal the grand total taxable income as shown on the combined totals of the
quarterly IRS Forms 941, line #2 (except in those cases where no Form 941 is required).

Moving Expenses: Beginning in 2018, ALL MOVING EXPENSES, whether paid to or on behalf of
an employee (including the pastor) are considered taxable income and must be included in Box
#1 and box 16.

= Pensions and IRS reporting:

Local church EMPLOYER contributions for clergy made to the conference office for CRSP
(Clergy Retirement Security Program) or, for lay employees made to the General Board of
Pensions or another Pension account are potincluded as part of compensation.

N.

EMPLOYEE Contributions sent by the local church to Wespath designated for the Pastor's or
Lay Employee’s United Methodist Personal Investment Plan (UMPIP) are either done on a
BEFORE TAX or AFTER TAX basis. Care must be taken when preparing your W-2 Form so
that the correct information will be reported.

Most clergy and lay employees that contribute to UMPIP do so on a BEFORE TAX
basis. This basis has been called Tax Deferred or Tax Sheltered. These contributions
are not included in the taxable income reported in Box #1. Payments are made
directly by the church from the salary through a formal salary reduction agreement.
These contributions must be included in Box #12 with Code “E”.

In some cases, clergy and lay employees contribute to UMPIP on an AFTER TAX
basis. Since these contributions are not a reduction to gross salary, they are
considered to be from taxed income and therefore are included in the cash salary
reported in Box #1 of the W-2 and are not included in Box 12. Note that contributions
to the ROTH UMPIP with Wespath are included in Box#1 and also included in Box 12,
code BB.

The tax status of these pension contributions is governed by the transmittal billing
card sent to Wespath with the check. You may call Wespath at 1-800-851-2201 if
you do not know how to designate the payment.
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The Legal Department of the General Council on Finance and Administration has prepared a TAX
PACKAGE that has some of the information contained in this memorandum plus sections on
Accountable Reimbursement Plans, Housing Allowances, and IRS Form 941. Although it is a large
document, I commend it to your review. As we all know, the tax laws are continually changing and
the church is not exempt from its understanding or compliance with these laws. This package is
available at www.umc.org/gcfa

Thank you for the important work that you do for your local congregations and for your continued
support of the work that we do.

If you have any questions, please let me know.

Sincerely,

Dan Wilson-Fey

Conference Treasurer/Benefits Officer

This information is based on our best understanding of the applicable law
and is intended to be used as general guidance, not legal or tax advice.

If legal or tax accounting advice is required, services of a competent
professional advisor should be sought.
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CLERGY W-2 EXAMPLE

For 2019, Reverend Chris A. Clergy received compensation as follows:

Cash Salary (including AFTER TAX pension contributions of $1,200) $ 25,000
Before Tax Salary Reduction Contributions to the pastor’s personal investment plan1,000
Health Insurance Flexible Spending Amount Contributions 400
Dependent Care Flexible Spending Amount Contributions 800
Healthflex Premium withholding 600
Housing Allowance 6,000
Utilities/Furnishings Allowance 3,000

Total Remuneration $ 36,800

The local church had established an Accountable Reimbursement Plan, effective January 1, 2019,
and had reimbursed Pastor Clergy a total of $1,600 for properly documented travel and professional
expenses. No reporting for this amount is heeded.

Note that the $1,200.00 Reverend Clergy had the local church pay from her salary to her Personal
Investment Plan account, AFTER TAX, at the General Board of Pensions and Health Benefits is
included in the Box #1 taxable income amount.

However, the $1,000 that she contributed to her Personal Investment Plan account BEFORE TAX
, her contributions to her health insurance and dependent care Flexible Spending Accounts, and
the amount withheld for Healthflex Premium are not included in Box #1. The $1,000 is reported in
Box 12, code E, and the $800 for Dependent Care Flexible Spending Contributions is reported in Box
10. The $400 for Health Insurance Flexible Spending and the $600 for Dependent Premium are not
reported on the W-2.

Reverend Clergy participates in the clergy pension plan (CRSP), so Retirement Plan in Box #13
should be checked.

The Housing and Utilities/Furnishings Allowances are excluded from income and not required to
be reported on the W-2. However, if you choose to report the Housing and Utilities/Furnishings
Allowance on Box 14, it should look like this: Housing Exclusion: $9,000

The Accountable Reimbursement Plan payments are definitely not reported on the W2. Since
Reverend Clergy is classified as an employee and premiums were paid to the conference and not to
Reverend Clergy, premiums for her Health Insurance are not part of her income.
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Based on the above facts, the W-2 for Reverend Clergy would be completed as follows:

¢

. & Employee’s social security number | For Official Use Only »
cecee ved [ 000-00-0000 OMB Mc. 1545-0008
b Employer identification number {EM) 1 'Wiages, tips, other compensation 2 Federal income tax withbeld
00-0000000 25000.00

¢ Employer's name, address, and Z1F cods

Any United Methodist Church
1234 Church Street

Anytown OR or ID, xox

3 Social sscurity wages

Social seourity tax withheld

B Medicare wages and tips

Medicare tax withheld

T Social sscurity ips

Allccated tips

f Employes's address and ZF code

d Control number -] 10 Dependent care bensfits
Q.00
e Employes’s first name and initial Last nams= Suf.| 11 Nongualfied plans 123 Ses instructions for box 12
Chris A l Clergy ‘ : E| 1000.00
1236 Church Street 0 ® O i
Anytown, OR or ID xxxxx 1 e - |
i

12d

i

15 m=ia

OR/[[D

Employer's state I number

Q000000

18 Statc wages, tps, elc.

25000.00

17 Ztate income tax

18 Local waggs, tips, abo.

18 Local incoma fax

20 Localy rame
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LAY EMPLOYEE W-2 EXAMPLE

For 2019, L.A. Employee received compensation as follows:

Cash Salary (including AFTER TAX pension contributions of $1,200) $ 34,000
Before Tax Salary Reduction Contributions to the employees personal investment plan1,000
Health Insurance Flexible Spending Amount Contributions 400
Dependent Care Flexible Spending Amount Contributions 800
Healthflex Premium Withholding 600
Total Remuneration $ 36,800

Taxes were withheld as follows:

Federal Income Tax (based on $34,000 taxable) 3,100.00
State Income Tax (based on $34,000 taxable) 1,350.00
Social Security (based on $35,000 taxable) 2170.00
Medicare (based on $35,000 taxable) 507.50

The local church had established an Accountable Reimbursement Plan, effective January 1, 2019,
and had reimbursed Mr. Employee a total of $200 for properly documented travel and professional
expenses. No reporting for this amount is needed.

Note that the $1,200.00 Mr. Employee had the local church pay from his salary to his Personal
Investment Plan account AFTER TAX, at the General Board of Pensions and Health Benefits is
included in the Box #1 Taxable Income amount.

However, the $1,000 that he contributed to his Personal Investment Plan account, BEFORE TAX
, the contributions to his health insurance and dependent Flexible Spending Accounts and the
contribution for his dependent premium are not included in Box #1. The $1,000 is reported in Box
12, code E. The $800 for Dependent Care is reported in Box 10. The $400 for Health Insurance
Flexible Spending and the $600 for Healthflex Premium are not reported on the W-2.

The $1,000 BEFORE TAX contribution is included in Social Security/Medicare wages - Boxes
#3 and 5.

Mr. Employee participates in the church’s pension program, so Retirement Plan in Box #13 should
be checked.

Mr. Employee is not eligible for the Housing Exclusion, so even if he classifies a portion of his income
as housing, the full amount would be considered taxable.

Since Mr. Employee is an employee and was enrolled in the conference health plan, the premiums
were not paid directly to him, they are not part of his income. Note that if the church paid for or
reimbursed Mr. Employee for health premiums for a plan not sponsored by the employer, that
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amount would be taxable income and included in boxes 1, 3, 5 and 16.

Based on the above facts, the W-2 for L.A. Employee would be completed as follows:

222z | va [0|" 58125720001 |omane resoons
b Employer identification number (EIN) 1 Wages, tips, other compensation 2 Federal income tax withheld
00-0000000 34000.00 3100.00

[~
&

¢ Employer's name, address, and ZIP code Social security wages Social security tax withheld

Any United Methodist Church 35000.00 2170.00
Medicare wages and tips Medicare tax withheld
1234 Church Street 35000.00 507.

=
@

@)

7 Social security tips Allocated tips

Anytown OR or ID, XXXXX

d Control number 9 10 Dependent care benefits
e Employee's first name and initial Last name Suff.| 41 Nonqualified plans 123 Sea instructions for box 12
Lou A. Employee : E | 1000.00
1B Se%  pm dey | 120
[] I
14 Other 12¢
2361 Church Street ¢ |
H
Anytown OR or ID, =XXXXX 124
c
i |
f Employse's address and ZIP code
15 Swe  Employer's state ID number 16 Stats wagee, tipe, ste. (17 State income tax 18 Local wages, tips, stc. |19 Local incometax 20 Locality name|
OR/$D 000000 34000.00 | 1350.00

J
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