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SECA/FICA Taxes:
• https://www.irs.gov/pub/irs-pdf/p517.pdf
• For Social Security / Medicare purposes Pastors are considered selfemployed and the church does not withhold SS / Med taxes
• To be exempt from SS / Med Pastors must file Form 4361 for IRS approval
• See Also – IRS Topic 417- Earnings for Clergy
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Housing Allowances:
• Must be approved by church board annually – December is best time
• Can change the allowance during the year but it cannot be retroactive
• IRS Publication 1828 explains Housing Allowances and many other aspects of
being a tax-exempt church.
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Ministerial Housing Allowance Worksheet
Organization:

Minister’s Name:

Regular Monthly Expenses:
Monthly House Payment (Including Principal, Interest, Taxes, Insur) OR rent

$

Monthly Electric Bill (12 Month average)

$

Monthly Natural Gas or LP Gas Bill (12 Month average)

$

Monthly Water/Sewer Bill (12 Month average)

$

Monthly Trash Collection/Recycling Bill

$

Monthly Phone Bill (one phone only, not including long distance)

$

SUB TOTAL of Regular Monthly Expenses:
X 12
TOTAL Monthly Expenses:

$

Annual Expenses
General Maintenance and Upkeep

$

Lawn Care (and all related expenses, equipment, gas, etc)

$

Plumbing, Electrical, Roof or General Repairs

$

Home Additions, Remodeling, New Fence, Carpet, Painting, etc

$

New Furniture, Equipment, Appliances

$

Closing Costs, Down Pmt, Extra Principal Pmt or Refinancing Costs
TOTAL Annual Expenses:

$

Grand TOTAL Housing Expenses:

$

I understand these Housing Allowance options as defined by IRS Publication 517:
If you own your home and you receive as part of your salary a housing or rental allowance, you may exclude
from gross income the smallest of:
•
•
•

The amount actually used to provide a home,
The amount officially designated as a rental allowance, or
The fair rental value of the home, including furnishings, utilities, garage, etc.
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Please accept this as my request for Housing Allowance in the amount of $
for
. This
annual amount will be prorated from the approval date to December 31st for the initial year of employment.
I represent that I am a duly ordained, licensed, or commissioned minister of the gospel, within the meaning of
Internal Revenue Code Section 107 and the corresponding regulations and am authorized to perform
substantially all the religious duties of a minister.
The list of expenses above represents a reasonable estimate of my housing expenses for
.
I understand and agree that:
• The amount of my housing allowance I may exclude for federal income tax purposes is not the same as
my estimated expenses.
• The church will not designate a portion of my compensation as housing allowance until I complete and
return this form.
• Retroactive designations of housing allowances are not allowed by IRS.
• If a change in my housing allowance is necessary because these estimates are insufficient, it is my
responsibility to notify the church.
• The amount of my housing allowance is excluded from my taxable income for federal income tax
purposes only. I must include my housing allowance in income for purposes of calculating my federal
self-employment taxes (unless I am exempt from self-employment taxes).
Signature:

Date:
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MINISTER’S HOUSING ALLOWANCE RESOLUTION
------------------------------------------------------------------------------------------------

WHEREAS,
is compensated by the ______________________ Church for
his ministerial services performed as a duly ordained, licensed, or commissioned minister of the gospel;
WHEREAS, the Church does not provide

with a parsonage;

WHEREAS, Section 107 of the Internal Revenue Code of 1986 (hereinafter the "Code"), and the
Regulations thereunder provides that a minister may receive a housing allowance designated as such
and paid to him by a church as compensation for services which he performs for the church as a minister
in the exercise of his ministry, that such allowance is to be used to rent or otherwise provide a home for
the minister, and that the Regulations require the designation of the same to be in advance of payment;
therefore
BE IT RESOLVED that on this
day of
, 20
, at the meeting of the
Elders, a motion was made, seconded and carried that the Church shall pay a housing allowance
as compensation for services he performs for the Church in the exercise of its ministry;
BE IT RESOLVED, that the compensation for
$

shall include

per month designated as housing allowance;

BE IT FURTHER RESOLVED, that the housing allowance for
_ designated in the
immediately preceding resolution shall be paid for the year
, (or prorated remaining portion
thereof) and is also designated and shall be paid in each succeeding year unless otherwise changed by
the Elders.

SIGNED this

day of

, 20

Secretary
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W-2’s:
•
•
•
•

Pastors receive a W-2 from their church, not a 1099
Christmas / Love Gifts to Pastors are included as W-2 income
Pastors are allowed to request voluntary Tax Withholding (Line 2)
Clergy Housing Allowances are included in Line 14
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Donor Acknowledgments:
• According to IRS Publication 1771 a contemporaneous written
acknowledgement must be mailed to each donor who made a single
contribution of $250 or more.
• Must be mailed by January 31st each year
• Must include
1. Name of Organization
2. Statement that organization is a 501(c)3
3. Statement that “no goods or services were provided by the church
in exchange for this donation”
• IRS (and later the US Tax Court) Denied $65 Million charitable
contribution from a partnership because the donor failed to maintain a
contemporaneous written acknowledgement from the recipient.
1. QuickBooks (Desktop or Online) offers solutions for recording
each gift from donors. Creating year end Donor
Acknowledgements is manual and somewhat cumbersome
2. Touchstone Financials uses a more personalized annual Donor
Acknowledgement form which is available to BFC churches.
3. Planning Center Online (PCO) is a software option to creating
Donor Acknowledgements automatically at year end.
https://planning.center/
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1099-s are Required:
• Church is required to request form W-9 from vendors
• Any individual, sole-proprietorship or single member LLC who is paid
over $600 per year (aggregate) must receive a 1099
• Required to send 1099-Misc to the recipient and to the IRS by Jan 31st.
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Expense Reimbursement Policy:
• IRS requires a business’s Accountable Plan for expense reimbursement
arrangements must meet three requirements:
1. Business Connection
2. Substantiation
3. Return of Excess Payments
• Payments to an employee not meeting these requirements are
reportable on the W-2 as taxable income
• Expensify App – Costs $5 per employee per month
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New Hire Reporting: (REQUIRED)
• I-9 Website
https://www.uscis.gov/i-9
• Reporting Website
https://newhire-reporting.com/NE-Newhire/default.aspx

Page 16

Recommendation :
• Church Law & Tax Report Subscription - $180 per year

Home > Church Law & Tax Report > 2018 > May/June

Integrating Tax Reform for 2018—and Beyond
Ten notable changes, and what they mean, for churches and their employees.
The Editors
When President Trump signed the Tax Cuts and Jobs Act of 2017 into law this
past December, ministers and other church leaders wondered about the new
law's implications for ministry in 2018 and beyond. To help churches better
understand key aspects of the law and its possible effects on ministry, Richard
Hammar, senior editor of Church Law & Tax Report, quickly released an
analysis—available without additional costs to purchasers of the 2018 Church &
Clergy Tax Guide (CLTStore.com/TaxUpdate). He also gave an
informative webinar titled "Tax Reform and Tax Law Changes: What Church
Leaders Should Know for 2018." (available in the media section
of ChurchLawAndTax.Com).
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