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Progressive Church Financial Seminar

Who should be in attendance?

ÅPastors

ÅDeacons

ÅChurch Finance Committee

ÅBookkeepers
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Topics that will be covered in this seminar:

1. IRS Laws that govern non -profit Churches and Religious Organizations

2. Compensation of Ministers

3. Payment of Employee Business Expenses

4. Financial Bookkeeping procedures 

5. Recordkeeping Requirements

6. Reporting requirements 
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1 IRS Laws benefits of 501 (c) (3) Status

Tax exemption under Internal Revenue Code (the Code) section 

501 (c) (3) provides a number of benefits:

Å Exemption form  Federal income tax;

Å Tax-deductible contributions;

Å Possible exemption from state income, sales, and employment taxes;

Å Reduced  postal rates; Exemption from Federal unemployment tax;

Å And Tax-exempt financing.
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Tax-Exempt Organizations and 501 (c) (3)s

A 501 (c) (3) is a type of exempt organization. It must be organized and 

Operated for one or more exempt purposes described in Code section 501

(c) (3): 

Å Charitable, 

Å Educational, 

Å Religious, 

Å Scientific, 

Å Literary, 

Å Testing for public safety,  

Å Fostering national or international amateur sports competition, and/or  

Å Preventing cruelty to children of animals.
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IRC section 501 (c) (3) for all organizations, including 

churches and religious organizations, must abide by 

certain rules:

ÅTheir net earnings may not inure to any private shareholder or individual,

ÅThey must not provide a substantial benefit to private interests,

ÅThey must not devote a substantial part of their activities to attempting to 

influence legislation,

ÅThey must not participate in, or intervene in, any political campaign on 

behalf of (or in opposition to) any candidate for public office, and

ÅThe organizationôs purposes and activities may not be illegal or violate 

fundamental public policy,
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IRS Laws that govern non-profit Churches and 

Religious Organizations

ÅEmployer Identification Number (EIN) Tax-Exempt Status

Every tax-exempt organization, including a church, should have

an employer identification number (EIN), whether or not the   

organization has any employees. 

ÅLegal

Articles of incorporation

By-laws

Minute book (Minutes of all meeting)
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Compensation of Ministers

Å Withholding Income Taxes for Ministers

Is the church required to withhold income taxes from 

compensation of the pastor?  Yes or No

ÅSocial Security and Medicare Taxes ï(FICA) vs. Self-Employment

Contributions Act (SECA)

Is the church required to withhold (FICA) or (SECA) from 

compensation of the pastor?  Yes or No
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The Clergy Housing Allowance Clarification Act of 2002

ÅHousing Allowances

Congress enacted the Clergy Housing Allowance Clarification Act 

In 2002.  This Act amended the tax code to limit the nontaxable portion 

of a Church-designated housing allowance for ministers who own their 

home to the fair rental value of the home (furnished, plus utilities)

KEY POINT.




