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1: Ministers Receive Special "Clergy Tax" Treatment.
Federal income tax handbook for clergy for returns [Kenneth G Hungerford] on www.enganchecubano.com *FREE*
shipping on qualifying offers.

See how to determine if the IRS classifies your minister a "minister" under the tax laws and how to handle
their payroll taxes below Factors to Consider Regarding Clergy Tax: How about Social Security and Medicare
taxes? Is the church required to match the FICA tax? Is their compensation taxable? What is the SECA
system? But first and foremost How To Guide devotes a whole section of the book to payroll for churches. It
also includes sections on filling out IRS forms: If you have QuickBooks or are considering using it in the
future, go ahead and purchase the QuickBooks for Churches and the How To Guide combo for a complete
package on setting up and administering a payroll using QuickBooks. Determination In order to be classified a
minister clergy for tax purposes, a minister should satisfy five separate tests: Be licensed or ordained
Administer the sacraments of the church weddings, funerals, baptisms, and communion, etc Be considered a
religious leader by the church Conduct religious worship Have management responsibilities in the church
NOTE: Special Tax Treatment Clergy receive special tax treatment for the following three topics: Ministers
pay their own self-employment tax. Even though ministers can be considered church employees, they are
treated as self-employed for Social Security and Medicare tax purposes. Clergy Tax Factor 3:
Self-employment Tax Like I stated in the beginning of this article The IRS considers ministers to be
employees of their churches for federal income tax purposes and self-employed for Social Security and
Medicare purposes. With FICA the employee and the employer each pay half of the taxes. No earnings are
subject to both systems! So what does that mean to the individual handling their compensation? Instead, a
minister employee is responsible for paying his own self-employment tax. The self-employment tax consists
of As a result, the minister employee actually pays twice as much Social Security and Medicare as a
non-minister employee. An example of what a minister could expect to pay in self-employment tax: That is
perfectly legal So many churches figure that allowance at 9. Clergy Tax Factor 4: IRS Form must be used and
it must be filed on the correct basis of religious belief. If approved by the IRS, only earnings from ministerial
services are exempt from self-employment tax. Form indicates that once the exemption is approved, you
cannot revoke it. Let me repeat that He can pay this tax by making quarterly estimated tax payments , or by
requesting the church to hold out extra income tax. The minister who is considered a church employee must
complete a form W-4 and request that a specific amount be withheld from each paycheck. Even though the
minister can only elect withholding of income taxes, he can use these tax payments against both income and
self-employment tax since they are added together on his personal income tax return Form Ministers are
exempt from income tax withholding whether they report their income taxes as employees or self-employed;
ministers who report their income taxes as an employee can request voluntary withholding by submitting a
Form W-4 to the church.
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2: Clergy Housing Taxes May Change â€“ The Living Church
Clergy Financial Resources serves as a resource for clients to help analyze the complexity of clergy tax law, church
payroll & HR issues. Our professionals are committed to helping clients stay informed about tax news, developments
and trends in various specialty areas.

The clergy housing allowance, a cherished perk that lets the ordained avoid federal income tax on some or all
of their compensation, faces the stiffest challenge in its year history. With a ruling from the Western District
of Wisconsin, federal judge Barbara Crabb found the allowance unconstitutional and rendered a decision that
could have national implications. Defendants have appealed the ruling in Gaylor v. Mnuchin to the Seventh
Circuit Court of Appeals. If they lose there, they could ask the U. Supreme Court to hear the case, which could
stretch the process into or But the Internal Revenue Service could at any point opt to take the standard
national, said Myron Steeves, director of the Church Law Center of California and an attorney with a focus on
nonprofit organizations. Such an outcome would bump up taxes owed by more than , clergy who minister in
settings across the United States. Observers are reluctant to speculate on what courts will do, but they urge
congregations to take the challenge seriously. Though a prior challenge from five years ago failed, it was
defeated on procedural grounds. A technicality meant plaintiffs lacked standing to bring the case. The current
challenge is different in that plaintiffs now have standing to sue, at least according to the lower court. The
Wisconsin-based Freedom from Religion Foundation is claiming disenfranchisement because its employees
tried to claim housing allowances and were denied by the IRS. Despite uncertainty, denominations urge
pastors and parishioners to prepare for a worst-case scenario. On March 12, the United Church of Christ
released a memo advising all local churches and clergy on specific steps to take now. The Church Pension
Group, which provides financial benefits to Episcopal Church employees, declined to comment on the outlook
for housing allowances but furnished advisory documents from the Church Alliance, an association of church
pension programs. Listening to guidance from denominations, advocates and attorneys, congregations and
clergy are hearing common themes. Here are some of the most common recommendations for next steps. For
Churches Keep paying housing allowances while the challenge is litigated. The Church Alliance notes that
Judge Crabb put a stay on her order until appeals are complete. That means housing allowances remain legal
in all 50 states, at least for now. Do not convert your parsonage to a housing allowance. In a trend of recent
decades, congregations sold parsonages and began paying housing allowances instead. Experts caution against
this strategy now. Unlike housing allowances, parsonages are not affected by this case. Congregations that
own parsonages should, if possible, hold on to them while the litigation plays out, Berneking said. Save up to
make clergy whole. Congregations can help their clergy absorb a tax increase by budgeting to pay them more
in years ahead. No matter the amount, churches would do well to start a nest egg. A tax increase for clergy
could affect career decisions and, in turn, affect congregations. For instance, pastors who do not receive raises
sufficient to cover their new tax burden might take on second jobs to maintain their spending power, May said.
Remember retired clergy, who could be hit especially hard. Retired clergy who rely on church pensions and
fixed incomes could have difficulty absorbing this tax increase. Checks they now receive from church entities
are permitted to count toward qualifying housing expenses. But if allowances go away, they will have few
options even if they did careful retirement planning, May said. For Clergy Alert vestries and finance
committees about what might be coming. Clergy should not assume congregations are tracking this issue and
its potential ramifications as closely as they are. Kimmel is advising UCC clergy to encourage their employers
to plan, in consultation with accountants or legal consultants, for a future without housing allowances. Do not
make housing allowances a factor in long-term financial planning. Otherwise, clergy could find themselves
overextended and unable to cover monthly payments. Beyond these steps, experts say, congregations and
clergy will need to see what comes down from the courts. A decision from the Seventh Circuit Court of
Appeals is expected later this year. If it is appealed again, the Supreme Court might decline to hear the case,
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Steeves said. A Supreme Court hearing becomes more likely, he noted, if another federal jurisdiction were to
hear a similar case and render a different ruling. Years could elapse before the matter becomes settled law. In
the event of a defeat, advocates are vowing to propose legislation that would expand housing allowances as a
benefit for more than just clergy, perhaps including many or all employees of nonprofit agencies. Whether that
would be politically palatable in Washington remains to be seen.
3: North AL: - Federal Tax Reporting
Topic Number - Earnings for Clergy. A licensed, commissioned, or ordained minister is generally the common law
employee of the church, denomination, sect, or organization that employs him or her to provide ministerial services.

4: Church Pension Group Services Corporation, New York, New York
The revocation had to be filed before the due date of the income tax return for the individual's first taxable year
beginning in Under the Tax Reform Act of , enacted on October 22, , individuals who had filed for exemption were again
given an opportunity to revoke the exemption.

5: Ministers' Tax Guide
PROVINCE POLICY ON THE REPORTING OF PRIESTS' INCOME Approved by the Bishops, November 2, Effective
Date: January 1, It is the policy of the Province of Miami that effective January 1, , priests' income paid.
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