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} Clergy do not find satisfaction in dealing with financial matters.

} Clergy do not see stewardship to be a meaningful measure of either congregational 
vitality or spiritual commitment.

} Clergy fear that money talk will alienate church members.

} Clergy see money - talk as self - serving; they fear their congregants will interpret them 
as asking for a raise in salary.

} Clergy have not been trained as money managers and business administrators.

} Clergy often feel uncomfortable around people of wealth.

} Many clergy are struggling with their own finances.

} Many clergy are suspicious of wealth and see money as evil.

Source: School of Philanthropy at IUPUI
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}Frequent moves

}Beginning ministry with too much seminary and credit card debt

}Lack of knowledge about clergy taxation, pension benefits, and 
personal budget planning

}Getting behind on quarterly tax payments

}Needing to prepare and save for future housing

}Using personal money for church expenses

What are your money issues?
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}Self -employed status for Social Security purposes

}Exemption of clergy from self -employment Social Security tax 
(SECA) on clergy earnings under very limited circumstances

}For income tax purposes, exclusion of housing allowance 
and/or fair rental value of provided church -owned housing
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}Exemption of clergy compensation from mandatory income 
tax withholding

}Eligibility for a voluntary income tax withholding arrangement 
between minister -employee and the church

}Potential double deduction of mortgage interest and real 
estate taxes as itemized deductions and as excludable 
housing expenses for housing allowance purposes

www.DavidSBell.org

}Under the IRS Code and regulations, these special 6 provisions 
apply to persons who are:

ƁMinisters of the gospel, and

ƁPerforming services that qualify in the exercise of ministry
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}Factors considered in determining who is a minister for federal 
tax purposes include persons who: 
ƁAre ordained, licensed, or commissioned

ƁAdminister or could administer some of the sacraments

ƁConduct worship services

ƁPerform services in the control, conduct, or maintenance of a religious 
organization and its integral agencies

ƁAre considered to be a spiritual leader by the religious body

ƁTeach/Have administrative duties at a seminary

ƁProvide services to non - religious organizations pursuant to an 
assignment or designation by denomination/church

© David S. Bell.  All rights reserved. www.DavidSBell.org

}Missionaries

}Campus Minister

}Military Chaplain

}Part - time local pastors

}Theological student with no appointment

}Ministers of Youth or Congregational Care

}Ordained, commissioned, or licensed ministers 
working for non - religious organizations
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}For Social Security purposes, ministers are considered to be 
self -employed

}For services provided directly to a church that hires and pays a 
salary, ministers are employees for federal income tax 
purposes
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}Church cannot withhold Social Security and Medicare taxes from clergy 
employee salaries, nor can church pay employer amounts (FICA)*

}When clergy provide services to others, including members of the 
congregation, and income beyond salary is received, clergy may be 
considered either employees or self -employed.  Employment status will 
determine proper reporting of the income:
ƁEmployee ïAdded to other W2 Line 1 Income and reported on Form 1040 line 7

ƁSelf -Employed ïPossibly provided with a Form 1099 -MISC and reported on 
Schedule C

ƁAnother alternative - May be reported on Form 1040 line 21

} If a minister completes a W -4, the employer must withhold and remit 
income tax

*Additional taxable salary may be provided

to compensate for SECA requirement
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} Paycheck amount

} Cash given by family member after funeral

} Check provided by non -members for wedding

} Check payable to you for services rendered, but you endorse the check, make 
payable to the church, and give to the treasurer

} $50 Barnes & Noble gift card

} A church leadership book purchased by a church constituent at Barnes & Noble 
and given to you

} Christmas gift of cash given to you and your family from the congregation

} $30 given by a homebound person to help pay your gas and auto expenses to 
come call on her

} $20 given by a church family in gratitude for your ministry

} $300 given by parishioners to cover part of your mission trip with the youth
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}Ministers who have a religious -based opposition to the 
acceptance of public insurance benefits can make an irrevocable 
election to opt out of Social Security

}File Form 4361 with IRS by due date of ministerôs federal tax 
return for the second year with $400 or more of ministerial 
income

}IRS will ask for written verification of reasons for filing for 
exemption before approval is granted

}Exemption applies only to income received from ministerial 
services
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}If minister does not have sufficient credits prior to 
employment or from future non -ministerial 
compensation:
ƁNo Social Security or disability benefits for clergy and 

dependents

ƁNo survivor benefits

ƁNo Medicare coverage (unless spouse qualifies)

}Alternative replacements are necessary
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