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“Accountable Reimbursement Plans: Use, Don’t Abuse!”

by Rick VanGiesen, Conference Benefits Officer

This little article emerged out of an expressed concern by IGRC Cabinet members that there may be misunderstandings regarding the proper use of Accountable Reimbursement Plans (ARP). For a complete and excellent explanation of ARP, go to www.gcfa.org and click on “Clergy Tax Packet” near the top of the screen. Then click on “Accountable Reimbursement Policies Q & As.”

What is an ARP? It is similar to a business expense account. It provides reimbursements to the pastor for church business expenses which are initially paid by the pastor as out-of-pocket items.

Why should a church have an ARP? Under current tax law, most pastors will not be able to recover any part of business expenses without an ARP, because most pastors will not be able to file a Schedule C or Schedule A with their tax returns. Pastors should not be compelled to pay for expenses which really are involved in the running of the church. You would not expect the pastor to pay the church’s electric bill, for instance.

What sort of expenses are included in an ARP? Business mileage (usually to and from hospital calls or meetings) is usually the biggest item. Other expenses can be: books, professional magazines and journals, continuing education, robes and stoles, office supplies and furnishings, cell phone and/or pager (for church use only), computer (see below, however.)

What sort of expenses are not included in an ARP? Anything related to the parsonage expense, a pastor’s personal property, vacations, spouse’s travel expenses (unless spouse is also clergy), commuting mileage, personal phone calls.

Is the ARP a “Use it or Lose it” plan? Yes. Unused funds may not be paid to the pastor at year’s end or any other time.

How does the ARP relate to the pastor’s salary? The two items are separate and distinct. I prefer that the ARP does not even appear in the “clergy compensation” part of the church budget. It is more appropriately in the church business expense section, along with items such as postage and utility bills. The ARP is part of the cost of doing ministry, not a compensation perk.

How is the ARP reported to the IRS? ARP items are never reported to the IRS, except in an audit (that’s why receipts and records must be received and filed at the church with the pastor’s monthly request for reimbursement.) However, the key word is “accountable.” The church should demand, and the pastor should comply, with the same level of accountability that exists between a taxpayer and the IRS. Some pastors bring up privacy issues. My opinion is that most of the time these issues can be successfully addressed within the Staff/Pastor-Parish Relations Committee. 

Who owns property purchased with an ARP? In most cases, the church owns and retains the property. However, certain items are deemed by the IRS to be of a personal nature which would not be of use to another pastor, such as robes and continuing education materials. The IRS also considers books to be in this category.

What about computers? A computer purchased with an ARP is most certainly the property of the church. However, the useful life of a computer is probably only around 3 years. When the pastor leaves, the current value of the computer should be assessed. If the pastor wants to keep the computer and the church is willing to relinquish it, its value should be added to his/her W-2. Any computer over five years old probably has no value. This being said, I think churches should begin to adopt the practice of providing office computers for its staff. You would not expect the pastor to provide his/her own copy machine.

What happens when a pastor moves on July 1? Hopefully, the pastor and the church have monitored expenses so that the pastor has not spent more than 50% of the ARP. In fact, it would be a good practice to set bi-annual or quarterly limits on the amount of ARP which can be spent. The ARP can be re-negotiated with a new pastor, or even with the current pastor. The District Superintendent should be made aware of any changes to the church budget.

For more information please contact  Conference Treasurer and Benefits Officer, Rick VanGiesen at 217-529-2132. See also www.gcfa.org.
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