Presbytery of
Nan77 North Central Iowa

Introduction to the Manual

This manual covers the policies of North Central lowa Presbytery regarding
Pastor Compensation, Pastor Benefits, and Commissioned Lay Pastor
Compensation and Benefits. The policies relate directly to the agreements and
terms of call between churches, presbytery and pastors, co-pastors, pastors in
yoked churches, associate pastors, interim pastors, and part-time pastors who
are installed in churches of North Central lowa Presbytery, and Lay Pastors who
are commissioned to serve in specific churches in our Presbytery.

This manual was adapted for use in North Central lowa Presbytery by the Compensation
Subcommittee of the Committee on Ministry. The Subcommittee wishes to thank East
lowa Presbytery for providing the model for this manual.
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Pastor Compensation Policy
for
North Central lowa Presbytery

Effective 1 January 2005
(Compensation amounts updated for 2006)

Introduction

The manual is designed to be used to determine the initial compensation and
subsequent adjustments to the compensation for pastors, co-pastors, pastors in
yoked churches, associate pastors, interim pastors, and part-time pastors who
are installed in churches of North Central lowa Presbytery. The term pastor, as
used in this manual, is meant to include pastors serving in each of these
designations. The term Compensation as used in this Pastor Compensation
Policy is defined on page 5 of this section of the manual.

Basic Principles of the Pastor Compensation Policy

The Pastor Compensation Policy is based on principles adapted from the
“Presbyterian Church U.S.A. Churchwide Compensation Policy Guidelines (200"
General Assembly, 1988).”

The first two principles of compensation demonstrate the importance of adequate
compensation to pastors and of employing an effective system to deliver the
compensation equitably. These two principles are:

e Effective, competent staffing throughout the church is essential to the
fulfillment of its mission, and adequate compensation is necessary to the
attainment and maintenance of such staff.

e The system of compensation should be fair to all...
Additional principles include:

e Compensation for a position should be based on the nature, purpose,
scope and responsibility of the position; the experience, knowledge, and
skill required; the challenge of the work to be done and its impact on the
effectiveness with which the church achieves its mission. That is, the pay
should be based on the content of the job.

e Adjustments to compensation involve two levels. The first level is annual
cost-of-living adjustments. Pastors, like other employees, should have
annual cost-of-living adjustments reflecting the increased costs in the
Midwest Region of the Country. The second level is meritorious
adjustments that ‘raise’ compensation above the cost-of-living adjustment.




These adjustments are given for work well done...they are raises
obviously related to an objective assessment of a pastor’s work.

e Salary changes should be based on an annual performance review done
in the context of a Session’s Leadership Review.

e Increases related to good performance provide opportunity for financial
recognition to employees over their career.

Pastor Compensation Policy

The Pastor Compensation Policy consists of a number of elements. This manual
reviews each of them. They include the criteria for measuring the size of the
pastoral job, the salary structure, the definition of salary, the two components of a
salary adjustment, and who is covered by the policy.

Compensation Structure

The policy is based on a Compensation Structure consisting of eight levels, each
with a Compensation Range.* Each pastoral position in the Presbytery is
assigned to a level according to the degree of responsibility of the position.

Identifying the Level of the Job Content

The criterion for measuring the size of the pastoral job is average attendance.
Average attendance is defined as the average number of adults and children
attending worship services per week during the calendar year including the choir.
It is a number that each church maintains, and is a simple and accurate reflection
of the complexity and degree of difficulty of the job, including responsibility for the
spiritual guidance of the congregation, relations with the larger community, and
responsibility for money and other church assets, plus the degree of skills,
experience and knowledge required for planning, organizing, budgeting,
communicating, directing and supervising staff, developing and implementing
programs, and motivating others, among other responsibilities. It also
encompasses one of the church’s major goals, increasing attendance. Increased
attendance is a reflection of participation in the life and work of the church.

' Because there are no congregations in North Central lowa Presbytery in the two largest
categories at this time, the compensation structure charts in this manual will only include the first
six categories.



Eight levels of job responsibility have been identified for the churches of this and
other Presbyteries, according to the average attendance of each. Analysis indicates
that there is a reasonable increase in responsibility each time the Average
Attendance is increased by approximately 50% from the preceding level. The chart
below has been constructed on this principle. The levels by average attendance are
as follows:

Level 1 2 3 4 5 6 7 8

Average

Attendance | 0-60 | 61-90 | 91-135 | 136-200 | 201-300 | 301-450 | 451-675 676-
1000+

Definition of Compensation
The word Compensation as used in this Policy is defined to include:

e Annual cash salary,

e Housing allowance for those pastors who do not have free use of a
manse,

e Deferred compensation such as contributions to 403b plans,

e Bonuses, unvouchered allowances, gifts from the employer,

e Other allowances to include medical deductibles, the entire amount of
SECA (Self Employed Contributions Act) and Medicare allowance paid
to the pastor by the church, etc. It is expected that, beginning in 2005,
congregations in North Central lowa Presbytery will provide a SECA
contribution of % the required amount.

e When the church provides a manse to the pastor, the Fair Rental
Value of the manse as approved by the session and documented by
estimates from at least two realtors or rental agents, and any utility and
furnishing allowance provided by the church.

Compensation does not include:

e Continuing education,

e Auto expense when (a) vouchered at an amount not in excess of the
IRS mileage rate, or (b) when related to a church-owned car with full
expenses,

e Business and professional expenses,

e Group plan for medical deductible, coinsurance and dental premiums,

e Other vouchered allowances.

Compensation Ranges

Each level in the structure has a Compensation Range. Each range has a
midpoint, a minimum and a maximum. The midpoint of each range is
approximately 11.1% higher than the midpoint of the preceding range. Each
range is fairly wide to accommodate a wide variation of performance levels. The
minimum is 80% of the midpoint and the maximum is 120% of the midpoint. The



total range is 50% wide from the bottom to the top. The ranges overlap
considerably so an exceptional performance in a smaller church can result in as
high, or higher, a pay level as average performance in a larger church. The
beginning point for the 2006 structure is the 2005 minimum salary, to which were
added a 3.0% COLA? and a 1% competitive adjustment® and then a separate
SECA? calculation, resulting in a TOTAL minimum compensation for that level
(see page 10.)° The remainder of the chart was then constructed using the
calculations indicated above.

Compensation in Relation to the Ranges

The midpoint of each range is defined as the level of Compensation that is
appropriate for a pastor who is performing the job in a completely satisfactory
manner. It can also be viewed as the level of pay that is appropriate for a pastor
who meets expectations of performance. From a practical standpoint, each
church will define the term, “completely satisfactory” or “meets expectations” for
itself. It does not mean that a pastor must satisfy all of the members in the
congregation all of the time. That would be a nearly impossible task. The terms
are most easily defined in churches that have expectations, or goals for
performance, that have been discussed and agreed upon between the pastor
and the session.

The area between the minimum and the maximum is the range within which a
pastor would normally be paid. Payment for a pastor should not be below the
minimum, except in unusual circumstances. Cases where a congregation is
paying, or intends to pay, a pastor below the minimum should be discussed with
the Committee on Ministry so if exceptions are warranted, they can be made.
The Pastor Compensation Policy is not intended to prevent a church from paying
a pastor above the top of the range. There may be cases where a congregation
wishes to do that.

% Cost of Living Adjustment.
¥ COM anticipates adding 1% to the COLA increase annually for five years (2005-2009) in order
to bring NCIP into a more competitive position in relation to other PCUSA presbyteries.
* Self Employment Contributions Act.
> +$34,343.00 $33,022 (2005 min)
X 4.0% (3.0% COLA + 1% competitive adjustment)

+ 262600 = $34,343 x 7.65% (1/2 SECA)
$36,970.00 TOTAL



In most cases the area between the minimum and midpoint would be used for
pastors who have been recently called and are progressing in performance to
doing the job in a completely satisfactory manner. For example, a pastor could
be called at, or just above, the minimum and progress to the midpoint over a
period of time; probably not more than 5 years, unless there is a performance
issue.

Payment between the midpoint and the maximum is for performance above
satisfactory, or for pastors who exceed expectations.

Cost-of-Living Adjustment

The Presbytery expects that pastors shall receive an annual adjustment to keep
them even with the cost-of-living. COM will provide the appropriate percentage.
The Presbytery will also normally adjust the Compensation Ranges by that same
cost-of-living percentage effective each January. So, if a pastor was being paid
at the midpoint of the range in the current year and receives an adjustment equal
to the cost-of-living in January of the next year, that pastor will still be paid at the
midpoint of the revised range, since it would also have been adjusted by the
cost-of-living percentage in January. It is important to remember that if a church
does not provide a pastor a cost-of-living increase in years when living costs go
up, that pastor’s buying power will be reduced.

Performance Increases

The Pastor Compensation Policy also focuses on performance. North Central
lowa Presbytery expects that a performance review with each pastor will be
conducted annually by the Personnel Committee and/or the Session. That
review is an opportunity for the session, and/or its appointed committee, to
discuss the performance of the pastor(s) in its church. This can best be
accomplished with each pastor if performance is measured in relation to
previously agreed upon expectations and/or goals. Assistance in setting
expectations and performing reviews will be provided through the Committee on
Ministry upon request. °

Performance should be reflected in the pay increase given to the pastor. If the
pastor is being paid at the level in the salary range that fully reflects his or her
performance, then only a cost-of-living adjustment would be indicated. However,
if the pastor’s position in the range is below his or her level of performance then
an increase percentage above the cost-of-living percentage should be given. If
the level of pay is higher in the range than would be indicated by the
performance then the cost-of-living adjustment percentage could be reduced or
eliminated. This would not reduce the pastor's Compensation, but would lower it
in relation to the range as it is revised each January. The effect would be to
more nearly equate the level of pay within the range to the level of performance.
Regardless of what level of increase is provided there should be a verbal and
written review of performance with all pastors within each church accompanied
by a discussion of the adjustment to be given.

® Guidelines will be published in the next stage of development of the Compensation
Policies.



Application of the Policy
The Policy should be applied to pastors as follows:

Heads-of-Staff and Churches with a Single Pastor: The Average
Attendance should be used to determine the appropriate
Compensation Level for the pastor.

Yoked Churches: In the case of a pastor responsible for more than
one church, the Average Attendance of all the churches he or she
services should be added together and the resulting number used to
determine the appropriate range within the structure.

Co-Pastors: In cases where two or more pastors are serving a church
as co-pastors, the Average Attendance should be used to determine
the appropriate level for each co-pastor. In such cases each co-pastor
may be full-time or part-time, depending on the number of hours
required to fulfill the requirements of the position.

Associate Pastors: Associate pastors have a number of varied
responsibilities within our presbytery. The relationship between the
size of the associate pastors’ job and the size of the head-of-staff job is
not necessarily the same from one church to the next. Each church
with associate pastors should analyze the job performed by its
associate pastor(s) in relationship to the level of its head-of-staff and
assign an appropriate Compensation Level accordingly. That level
should not be below Compensation Level 2, however.

Interim Pastors: The average attendance of the church to be served
should be used to determine the applicable Compensation Level for an
interim pastor, and salary adjustments after the first year should be
based on changes in the cost-of-living and performance, if not
otherwise stipulated in the interim contract. The beginning salary will
probably be the result of negotiation between the church and the
prospective applicant. It is anticipated that applicants for interim
positions will be experienced and qualified pastors. Itis also
anticipated that in the foreseeable future there will be more positions
available than applicants to fill them. Based on these two
assumptions, it would be reasonable for the starting effective salary to
be at or near the midpoint of the applicable Compensation Level. The
initial effective salary may vary from the midpoint, however, depending
on how well qualified the applicant actually is to function as an interim
pastor in the particular church, and the current availability of qualified
candidates. The ability of the church to pay must be strongly
considered in making any offer during negotiations.

Part-Time Positions: Some pastoral positions have been classified as
being part-time. In such cases the level of the position should be
determined as if it were a full time position and the salary adjusted for
the actual percentage of time the pastor is expected to work.



Part-Time and Full-Time Defined

As congregations have moved to part-time ministry, it has occasionally been the
case that the expectations for part-time work would seem unrealistic. For
example, a 90% call may be paid at 90% salary, but with the continuing
expectation that the pastor work full-time. Because pastoral ministry is a very
demanding call, North Central lowa Presbytery expects that a full-time pastor
would be able to arrange his or her schedule to have a minimum of one day off
each week and preferably more. Pastors are expected to work with their
sessions and personnel committees to guarantee sufficient time for the important
work of pastoral self-care.

Part-time calls should be based on the standard 40-hour work week:

25% = 10 hours/week
33% = 13-15 hours/week
50% = 20 hours/week
66% = 26-28 hours/week
75% = 30 hours/week

A Parting Word

The success of each local church depends on the quality, dynamics, and focus of
the partnership of lay volunteers and pastors. Adequate and equitable
compensation is essential to attracting and retaining competent, dedicated
individuals to assure the quality of the professional members of the team.
Properly utilized, the Pastor Compensation Policy can substantially increase
each church’s ability to attract and retain the right pastor(s) for the team.

A clear set of agreed-upon expectations for performance for all members of the
team is essential to pointing the direction for the church and meeting its
objectives. The General Presbyter and Presbytery’s Committee on Ministry
stand ready to work with individual churches to implement and administer the
Pastor Compensation Policy; to aid in the process of developing clear
expectations for all members of the partnership, along with the church as a
whole; and the process of conducting the Annual Leadership Review.



Pastor Compensation Structure
Presbytery of North Central lowa
Effective January 1, 2006
Includes SECA benefit*

average 2006
| )
evel worship i mid max
attendance
1 0-60 Base 34,343 42,929 51,514
50% SECA 2,627 3,284 3,941

Total 36,970 46,213 55,455

2 61-90 Base 38,154 47,693 57,232
50% SECA 2,919 3,649 4,378
Total 41,073 51,342 61,611

3 91-135 Base 42,389 52,987 63,585
50% SECA 3,243 4,054 4,864

Total 45,632 57,040 68,449

4 136-200 Base 47,094 58,868 70,642
50% SECA 3,603 4,503 5,404

Total 50,697 63,372 76,046

5 201-300 Base 52,321 65,401 78,483
50% SECA 4,003 5,003 6,004

Total 56,324 70,405 84,486

6 301-450 Base 58,129 72,661 87,194
50% SECA 4,447 5,559 6,670

Total 62,576 78,219 93,864

COLA 3.0%
competitive adjustment 1.0%
total adjustment 4.0%

* 50% SECA = 7.65% of base salary
** 2006 min = 2005 min + 4%

For each level of worship attendance, the minimum, mid-range and maximum salaries are
printed in bold and highlighted on the line marked Total.

If a salary package falls somewhere between the minimum, mid and maximum points on the
range within your level, use the following formula to calculate 50% SECA:

Total salary package divided by 1.0765 = base
Total salary package minus base = 50% SECA

Example: Level 1 total salary package of $40,000 (it falls between the min and mid points)

$40,000 divided by 1.0765 = $37,175.45
$40,000 minus $37,175.45 = $2,842.55
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Pastor Benefits Policy
for
North Central lowa Presbytery

Benefits constitute a large percentage of the total remuneration of a pastor and
are, therefore, vitally important in the relationship between a pastor and the
congregation. This section of the manual presents the Pastor Benefits Policy of
North Central lowa Presbytery.

The policy of the presbytery is that pastors shall receive benefits equal to, or
greater than, the levels listed below. These benefits are listed at the minimum
levels for a pastor with a full-time call. The value of the benefits will be prorated
for pastors with a part-time call.

e Participation as a member in “The Benefit Plan of the Presbyterian Church
(U.S.A).” (31% of effective salary for the year 2006).

e Four weeks vacation.
e Two weeks study leave.
e Six weeks maternity leave or two weeks paternity leave.

e Mileage driven by the pastor, using his or her own automobile and related
to the ministry of the church, will be reimbursed at the IRS allowable rate
in effect at the time the mileage is driven.

e Reimburse Continuing Education at a minimum amount of $1,000.

e Reimburse professional expenses (including books, periodicals, meals,
dues, parking and other expenses incurred in carrying out pastoral
ministry) at a minimum amount of $500.

e If the total remuneration for a pastor includes the free use of a manse, the
church is strongly encouraged to pay a minimum of $1,200 per year, on a
monthly basis, into a 403(b) plan for the pastor administered by the Board
of Pensions, or some other institution agreeable to the church and the
pastor. The purpose of this payment is to provide the pastor with a
mechanism for accruing a portion of the value he or she could have
accrued in equity through purchasing a home.

11
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Commissioned Lay Pastors
Compensation and Benefits Policy
for

North Central lowa Presbytery
Effective January 1, 2005

Compensation Policy for Commissioned Lay Pastors

The policies published in the section of this manual on Pastor Compensation
Policies apply to CLPs, except that the compensation structure applicable to
CLPs is 75% of the compensation structure applicable to Ministers of Word and
Sacrament. This recognizes that Commissioned Lay Pastors are only
commissioned for 1,2,0r 3-year periods, their educational experience is less
extensive and more practically centered than that of a "career pastor,” and the
vast majority of Commissioned Lay Pastor church positions are part-time. The
focus is upon equitable compensation for the ministry provided. The
“Compensation Structure for Commissioned Lay Pastors” is presented on page 3
of this section.

The elements of the Compensation Policy for Commissioned Lay Pastor follow:

e Compensation of a Commissioned Lay Pastor is based on the average
attendance of the church he or she is to serve, as defined by the Levels in
the Compensation Structure in the Pastor Compensation Policy.

e Each Commissioned Lay Pastor is compensated at a “full time equivalent
rate” within the range applicable to the church to be served, and equal to
75% of the range applicable for that church for a Minister of Word and
Sacrament. The actual compensation paid is then adjusted by the
percentage of full time service to be provided by the CLP.

e |tis anticipated that a manse or housing allowance will not normally be a
part of the compensation of a Commissioned Lay Pastor. These elements
of compensation may be negotiated between the church and the CLP, but
in so doing, the policies applicable to a Minister of Word and Sacrament
will be applicable to a CLP.

e Other features of the Pastor Compensation Policy, such as annual

adjustments in compensation commensurate with the change in the cost-
of-living and performance, are applicable to Commissioned Lay Pastors.

13



Benefits Policy for Commissioned Lay Pastors

The elements of the benefits policy for Commissioned Lay Pastors follow:
e Four weeks vacation.
e Two weeks study leave.
e Six weeks maternity leave or two weeks paternity leave.

e Mileage driven by the CLP, using his or her own automobile and related to
the ministry of the church, will be reimbursed at the IRS allowable rate in
effect at the time the mileage is driven.

e Professional expense and continuing education reimbursements for a CLP
are governed under the same policy and will be at the same minimum
amounts allowed under the Pastor Benefits Policy for Ministers of Word
and Sacrament found in the preceding section of this manual with the
minimum amounts reduced according to the percentage of full time
service the Commissioned Lay Pastor has contracted with the church to
provide.

¢ Itis anticipated that most Commissioned Lay Pastors will be eligible for
retirement and medical plans through their spouses and/or their own
secular employers. These elements of a benefit plan are, therefore, not
mandated for CLPs in this policy. There may be cases, however, where
there is a need for such benefits, in which case they may be negotiated
between the church and the Commissioned Lay Pastor.

e Any additional compensation and/or benefits, such as for SECA and
Medicare reimbursement or deferred compensation, will be negotiated on
a case-by-case basis, using the same guidelines as have been approved
for Ministers of Word and Sacrament.

Leadership Reviews
It is expected that sessions will conduct annual performance reviews with
Certified Lay Pastors and that the Committee on Ministry will receive these

reviews and determine the appropriateness of the ongoing relationship between
the Certified Lay Pastor and the congregation.
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