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Section 125 Flexible Benefit Plan 

Frequently Asked Questions 
 

1. What is a Section 125 or Flexible Spending Plan? 

a. An employee benefit plan that provides eligible employees with a choice 

between cash compensation and certain qualified benefits as defined in Section 

125(f) of the Internal Revenue Code. 

2. What is the name of the conference’s Section 125 plan? 

a. West Ohio Conference of the United Methodist Church Flexible Benefits Plan or 

Flexible Benefits Plan for short. 

3. What are the benefits to an employee of choosing qualified benefits instead of cash 

compensation? 

a. Employees can reduce taxable income by the amount they spend on qualified 

benefits (examples are personal contributions to health insurance premiums and 

Health Savings Accounts). 

b. For illustrative purposes, if a pastor contributes $1,000 to her Health Savings 

Account (HSA) over the course of the year, she has not paid city, state, federal or 

FICA taxes on that amount of income. Taken together and depending on the 

individual situation, she might reduce her taxes by 30% or $300 and receive 

$1,000 of benefits for a net cost of $700. 

4. If my church wants to provide for other qualified benefits under a 125 plan that are not 

included in the conference plan, what should we do? 

a. If you have a current plan that includes health insurance premiums and 

employee contributions to an HSA, it may be sufficient and cover you in 2012.  

Seek appropriate counsel to be certain. 

b. Seek the counsel of an attorney who specializes in employee benefits or an 

administrator of flexible benefit plans (a TPA) and have them design a plan 

unique to your needs and properly adopt it through Administrative Council or 

other formal action. 

 

5. I thought we were already operating under the conference 125 plan.  Why do we need to 

adopt a new one? 

a. The current Section 125 Conference Flexible Benefit Plan provides only for the 

employee portion of health insurance premiums to be paid for on a pre-tax basis.  

The 2012 plan introduces HSA’s, and for employee contributions to them to be 

pre-tax, you must have in place a plan that lists them as a qualified benefit.  The 

plan that is provided includes employee contributions to both health insurance 

premiums and HSA’s. 
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6. Why do we need to send the participation agreement to the conference office?   

a. Section 125 plans are official legal documents and in order for your church to be 

covered under this plan, we need official notification that it has been adopted. 

  

7. What if we don’t return an executed participation agreement? 

a. The Conference assumes either that you have no participating employees or if 

you do, they are covered under a 125 plan designed specifically for your church 

and properly adopted. 

  

8. Can our church provide employees with an opportunity to contribute to both an HSA and 

a Flexible Spending Account (FSA) under a section 125 plan? 

a. This is possible, but not under the Conference Flexible Benefits Plan.  The HSA-

FSA coordination and integration rules are complex.  Seek the advice of an 

employee benefit lawyer to ensure you fully understand how these can and can’t 

work together. 

  

9. Our church has provided the pastor with a medical reimbursement account in the past.  

Can we continue to do that? 

a. While it’s possible to provide a reimbursement account for medical purposes, a 

better alternative might be to make a contribution to your pastor’s or other 

employee’s HSA (within annual limitations).  Should you choose to continue 

providing a medical reimbursement account, seek appropriate tax or legal 

counsel. 

  

10. What are the 2012 HSA contribution limits? 

a. The maximum amount that can be contributed to a single plan HSA in 2012 from 

all sources is $3,100.  The maximum amount that can be contributed to a family 

plan HSA in 2012 from all sources is $6,250.  If your employee is over 55, the limit 

for his or her account is $4,100 or $7,250 for a single and family plan HSA, 

respectively (i.e., they can contribute and additional $1,000). 


