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I. Understanding Your Church's Tax-Exempt Status

This 2021 Church & Clergy Tax Guide begins by clarifying the tax—-exempt
status afforded to most churches under section 501 (c) (3) of the Internal
Revenue Code. We'll explore the requirements for maintaining this status,
including the necessity of operating exclusively for religious, charitable,
scientific, literary, or educational purposes. We'll also discuss the
importance of proper record-keeping and filing of the required IRS Form 990.
Failing to maintain accurate records can lead to the loss of tax—exempt
status and significant penalties.

IT. Taxation of Clergy Income: A Detailed Look

The taxation of clergy income is a crucial aspect of this 2021 Church &
Clergy Tax Guide. We'll break down the different types of compensation clergy
members receive, including salaries, housing allowances, and other benefits.
We will examine how these are taxed and the implications of various
compensation structures. Proper understanding of the rules surrounding
parsonage allowances is vital to avoid tax liabilities. This section will



also cover the self-employment taxes applicable to clergy and the options
available for retirement planning.

IIT. Housing Allowances for Clergy: Navigating the
Rules

A significant portion of this 2021 Church & Clergy Tax Guide is devoted to
housing allowances. We’ll thoroughly explain the rules and regulations
surrounding the tax-free portion of a housing allowance and how to properly
document and report it to the IRS. Incorrectly claiming a housing allowance
can result in significant tax penalties. Understanding the limitations and
requirements is critical for both the church and the clergy member.

IV. Common Pitfalls and Best Practices for Tax
Compliance

This section of the 2021 Church & Clergy Tax Guide highlights common mistakes
made by churches and clergy members, including improper record-keeping,
inaccurate reporting of income and expenses, and failure to file necessary
forms. We'll offer best practices for maintaining accurate financial records,
using appropriate accounting software, and working with qualified tax
professionals. Proactive tax planning is essential to minimize liabilities
and avoid future problems.

V. Working with Your Tax Professional

This 2021 Church & Clergy Tax Guide emphasizes the importance of consulting
with a qualified tax professional who understands the unique tax
considerations of churches and clergy. Selecting a professional with
experience in this niche is crucial for navigating the complexities of tax
regulations and ensuring compliance. Regular consultations can prevent costly
mistakes and ensure long-term financial health for the church and its
leaders.

Conclusion

Navigating the tax landscape for churches and clergy can be complex. This
2021 Church & Clergy Tax Guide aims to provide a comprehensive and easily
understandable resource. By understanding the regulations and best practices
outlined here, churches and clergy can effectively manage their finances,
maintain their tax-exempt status, and avoid potential tax liabilities.
Remember, proactive planning and seeking professional advice are key to
successful tax compliance.

FAQs

1. What form do churches use to file their tax returns? Churches generally
file Form 990-N (e-Postcard) if their gross receipts are normally less
than $50,000. Larger churches typically file Form 990.



1. Can a church pay its pastor a salary and also provide a housing
allowance? Yes, but both must be properly documented and reported.

1. Are all church donations tax-deductible? No, only donations to 501 (c) (3)
organizations are generally tax—-deductible.

1. What are the penalties for non-compliance with tax regulations?
Penalties can range from fines to the loss of tax-exempt status.

1. How often should a church review its financial policies and procedures?
Regular review, at least annually, is recommended to ensure compliance
and effectiveness.

1. Can a church invest its funds? Yes, but investments must be prudent and
consistent with its tax—exempt purpose.

1. What constitutes "unrelated business income" for a church? Income from
activities not substantially related to its tax—-exempt purpose.

1. Should a church have a separate bank account for its operations? Yes,
for better financial management and accountability.

1. Where can I find more information on church and clergy tax regulations?
The IRS website and consultation with a qualified tax professional are
excellent resources.

Related Articles:

1. Understanding the IRS Form 990 for Churches: A detailed explanation of
the Form 990 and its significance for church tax compliance.

1. Parsonage Allowances: A Comprehensive Guide: A deep dive into the rules
and regulations surrounding parsonage allowances for clergy.



1. Tax Implications of Church-Related Investments: Explores various
investment options for churches and their tax implications.

1. Best Practices for Church Financial Record-Keeping: Provides practical
tips and strategies for maintaining accurate financial records.

1. The Role of a Qualified Tax Professional for Churches: Discusses the
importance of professional tax advice for religious organizations.

1. Avoiding Common Tax Pitfalls for Churches and Clergy: Highlights common
mistakes and provides strategies for avoiding them.

1. State Tax Implications for Churches and Clergy: An overview of state-
specific tax regulations for religious organizations.

1. Tax Planning for Church Retirement Plans: A guide to retirement planning
for clergy members and church staff.

1. Handling Unrelated Business Income (UBI) for Churches: Explains how to
manage and report unrelated business income.
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Thomas R. Schreiner) Michael Lawrence, 2010-04-01 Capitol Hill Baptist Church associate pastor
Michael Lawrence contributes to the IXMarks series as he centers on the practical importance of
biblical theology to ministry. He begins with an examination of a pastor's tools of the trade: exegesis
and biblical and systematic theology. The book distinguishes between the power of narrative in
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the poor, and church/state relations. Rich in application and practical insight, this book will equip
pastors and church leaders to think, preach, and do ministry through the framework of biblical
theology.

2021 church clergy tax guide: Worth's Income Tax Guide for Minister's B. J. Worth, 2011-12
Thousands of pastors, church board members, and tax preparers depend on this book to chart their
way through the special rules that apply to ministers' tax returns. Worth's step-by-step explanation
focuses on tax issues that pertain to ministers instead of general tax matters. Recent court rulings
and tax cases are cited, highlighting how the rules have changed since last year. Learn how to
establish the most economical salary package for the minister. Discover what sources of income are
taxable and what sources are non-taxable. Make the most of tax deductions for parsonage allowance,
travel, meals, and other professional expenses. Worth's Income Tax Guide for Ministers puts the
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2021 church clergy tax guide: Zondervan 2020 Church and Nonprofit Tax and Financial
Guide Dan Busby, Michael Martin, 2020-02-04 The Zondervan 2019 Church and Nonprofit Tax and
Financial Guide annual reference guide continues to be one of the few resources offering tax and
financial advice to churches and nonprofit organizations. Issues of financial accountability, receiving
and maintaining tax-exempt status, accounting for charitable gifts, and other crucial topics receive
careful and full discussion. The 2019 edition also contains a thorough description of tax laws
affecting churches and other nonprofit organizations, ensuring compliance with all regulations. The
book includes expert advice on handling charitable gifts, sample policies and procedures, easy
techniques for simplifying financial policies and procedures, insights on medical expense
reimbursements, key steps in sound compensation planning, and examples of required IRS filings.

2021 church clergy tax guide: What Every Pastor Should Know Gary L. McIntosh, Charles
Arn, 2013-04-15 Pastors and church leaders are constantly faced with strategic questions. How
much staff does the church need? How many workers are needed in the nursery this month? When is
the right time to start a second worship service? How many people should we train for evangelism
this year? How does seating and parking impact worship attendance? When church leaders have
questions about planning, running, or growing their churches, they need answers fast! What Every
Pastor Should Know offers pastors and leaders 101 valuable rules and sacred laws to help answer
real-life ministry questions. From advertising to facilities to visitation, this valuable book offers the
practical help that leaders need, just when they need it most. This comprehensive guide will become
one of the most valuable books in a leader's library. Never again will they wonder if they based
critical decisions on the right information. They'll get the answers they're looking for all in one
place.

2021 church clergy tax guide: Zondervan 2020 Minister's Tax and Financial Guide Dan
Busby, Michael Martin, 2020-02-04 The Zondervan 2020 Minister's Tax and Financial Guide is the
most accessible, easy-to-follow workbook of its kind. This guide includes a line-by-line explanation of
the 1040 Form as well as information on recent changes in the tax code, retirement planning helps,
compensation planning guidance, and maximizing business expense reimbursements.

2021 church clergy tax guide: Clergy Renewal Richard Bullock, Richard Bruesehoff,
2000-04-01 Planned time away from the parish for study, rest, and spiritual renewal can be
beneficial-and often necessary-for any pastor, as well as for the congregation. In this thoroughly
revised and expanded edition of Alban’s popular Sabbatical Planning for Clergy and Congregations,
Bullock and Bruesehoff provide the definitive guide to putting together refreshing pastoral
sabbaticals that can help keep ministry vital and growing for the long term

2021 church clergy tax guide: Church Compensation, Second Edition Christianity Today,
2021

2021 church clergy tax guide: The Pastor's Manual James R. Hobbs, 1925-01-01
Suggestions for performing the various tasks of the pastor. Includes vital information and examples
for all types of services and ceremonies.

2021 church clergy tax guide: Church Accounting Lisa London, 2020-11 The must-have



reference guide for small and growing churches to understand church accounting basics in a
reader-friendly format has been updated and expanded!CPA Lisa London and premier church
accounting blogger, Vickey Richardson, help you understand what you need to know to manage the
finances and keep your religious organization out of trouble with the IRS.Topics include how
to:?Meet the IRS definition of a church?Determine whether to file for a 501c3 or not?Organize and
retain accounting records?Establish controls to keep the money safe and guard against
errors?Record and acknowledge donations of cash, stock, vehicles, in-kind, and more?Setup and
maintain a benevolence fund?Create an accountable reimbursement plan?Handle mortgage
payments?Calculate and file payroll?Structure pastor payroll and housing allowances?Budget for the
next year?Recognize if you owe Unrelated Business Income Tax (UBIT) ?How to fill out the 990N and
990EZ,?And so much more.Lisa London CPA is the author of The Accountant Beside You series of
resources for the non-accountants in nonprofits, religious organizations, and small businesses to
understand their accounting needs. She has decades of experience in auditing and consulting large
and small organizations.Vickey Richardson is the founder and manager of Vickey's Bookkeeping,
Inc., an accounting firm specializing in assisting churches. She is best known for her popular
website, FreeChurchAccounting.com.

2021 church clergy tax guide: Exemption of Wages Margaret Anna Schaffner, 1906

2021 church clergy tax guide: A Field Guide to the English Clergy The Revd Fergus
Butler-Gallie, 2018-10-04 ‘Ridiculously enjoyable’ Tom Holland A Book of the Year for The Times,
Mail on Sunday and BBC History Magazine The ‘Mermaid of Morwenstow’ excommunicated a cat for
mousing on a Sunday. When he was late for a service, Bishop Lancelot Fleming commandeered a
Navy helicopter. ‘Mad Jack’ swapped his surplice for leopard skin and insisted on being carried
around in a coffin. And then there was the man who, like Noah'’s evil twin, tried to eat one of each of
God’s creatures... In spite of all this they saw the church as their true calling. These portraits reveal
the Anglican church in all its colourful madness.

2021 church clergy tax guide: QuickBooks for Churches and Other Religious Organizations
Deep River Press, Inc., Lisa London, 2013-11 Bookkeeping for churches can be quite different than
for-profit businesses, and the other guides available cover either QuickBooks or church accounting,
not both. Lisa London, The Accountant Beside You, walks you through QuickBooks for your church
from start to finish, always with examples, terminology, and understanding of what a busy church
administrator needs to know in a clear, concise style. With her friendly easy-to-understand style and
illustrative screenshots, Lisa guides new QuickBooks users every step of the way, while her tips for
how to make QuickBooks work better for churches provides new insight and procedures for even the
experienced bookkeeper. Not only does she step you through how to set up QuickBooks and utilize it
more efficiently for your house of worship, but she also discusses everything you need to know to
implement controls and procedures to ensure that your church's money is always protected.
QuickBooks for Churches covers PC versions of QuickBooks from 2012 forward and even includes
what's new in the 2014 version. Lisa offers sound accounting procedures for both large and small
houses of worship, for bookkeepers with years of experience as well as those just starting out. Let
The Accountant Beside You take one more worry off your crowded to-do list.

2021 church clergy tax guide: Family Ministry Field Guide Timothy Paul Jones, 2011
Scripture calls parents to train their children in the faith and to nurture their children's souls. Yet
few parents actively engage in their children's spiritual development. How can churches best equip
families to engage in their divine calling to disciple their children? Family ministry expert Dr.
Timothy Paul Jones guides church leaders to develop a ministry system that equips parents to be the
primary faith-trainers in their children's lives, moving beyond mere programming into a deeper
spiritual life at home, within the church, and beyond. This resource is for leaders in the
trenches--those who: see parents disengaging from their children's spiritual development; see too
many students leave for college and drop out of church; have heard of 'family ministry, ' and just
want to know more; or are frustrated with programmed ministries that fail to produce results. Based
on solid research, this field guide unpacks how real-life churches can narrow the gap between



present reality and the biblical ideal of faith-nurturing families--Publisher description.

2021 church clergy tax guide: From Faith to Faith Kenneth Copeland, Gloria Copeland,
2012-05-01 Now you can have a word of encouragement...a word of inspiration... a word of
faith...every day of the year! Written by Kenneth and Gloria Copeland, From Faith to Faith daily
devotional deals with real living. From their own experience, the Copelands know the fight of faith
isn't won overnight. It s won little by little in the practical...

2021 church clergy tax guide: U.S. Tax Guide for Aliens, 1998

2021 church clergy tax guide: Truth for Life Alistair Begg, 2021-11-01 A year of
gospel-saturated daily devotions from renowned Bible teacher Alistair Begg. Start with the gospel
each and every day with this one-year devotional by renowned Bible teacher Alistair Begg. We all
need to be reminded of the truth that anchors our life and excites and equips us to live for Christ.
Reflecting on a short passage each day, Alistair spans the Scriptures to show us the greatness and
grace of God, and to thrill our hearts to live as His children. His clear, faithful exposition and
thoughtful application mean that this resource will both engage your mind and stir your heart. Each
day includes prompts to apply what you've read, a related Bible text to enjoy, and a plan for reading
through the whole of the Scriptures in a year. The hardback cover and ribbon marker make this a
wonderful gift.

2021 church clergy tax guide: Common Worship: Times and Seasons President's Edition
Common Worship, 2013-07-15 This revised, expanded edition of the Common Worship President’s
Edition contains everything to celebrate Holy Communion Order One throughout the church year. It
combines relevant material from the original President’s Edition with Eucharistic material from
Times and Seasons, Festivals and Pastoral Services, and the Additional Collects.
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2021 church clergy tax guide: The Book Your Pastor Wishes You Would Read
Christopher Ash, 2019-05-01 Caring for your pastor and the difference it makes. Caring for your
pastor and the difference it makes. What do you think about your pastor? Do you chew over his
sermons and wonder if they are clear and helpful? Do you feel he spends enough time with you? In
fact, do you ever catch yourself wondering what he does all day? The truth is, often we think, What
can my pastor do for me? Far less often do we think, What can I do for my pastor? Seasoned former
pastor, Christopher Ash, urges church members to think about pastors not just in terms of what they
do €“ how they lead and pray and preach and teach and so on €“ but about who they are. He
encourages us to remember that pastors are people and to pray for them as they serve us.
Paradoxically, caring for our pastor will be a blessing to us as well as to them, and create a culture
of true fellowship in our church family.

2021 church clergy tax guide: Your Federal Income Tax for Individuals United States.
Internal Revenue Service, 1986

2021 church clergy tax guide: Minister's Service Manual for Contemporary Church
Celebrations Jerald J. Daffe, 2002 An aid for ministers and worship leaders responsbile for
administering church ordinances and guiding church celebrations. It contains traditional and
innovative services for marriages, funerals, dedications and other special occasions. It is an
invaluable tool for experienced and developing ministers.

2021 church clergy tax guide: Manual Transmittal United States. Internal Revenue Service,
2002

2021 church clergy tax guide: Employer's Supplemental Tax Guide (supplement to
Circular E, Employer's Tax Guide, Publication 15). United States. Internal Revenue Service,
1998

2021 church clergy tax guide: Pastor and People , 2003 Insights on aspects of the
relationship between pastor and congregation. A guide for those who tend the relationship-- pastors,
councils, committees focused on mutual ministry, parish relations, personnel issues, and finances.

2021 church clergy tax guide: Nelson's Minister's Manual Thomas Nelson, 2007-10 The
minister's life is punctuated by unscheduled emergencies in the lives of church members or other




acquaintances. Here is a resource to help deal with those occurrences seamlessly. Nelson's
Minister's Manual offers fresh and creative resources to help busy pastors with ministry events each
day brings. Includes: Communion services Baptism Messages Funeral Sermons Traditional Funeral
Verses From The Bible Funeral Registration Form Graveside Service Wedding Sermons Traditional
Bible Verses for Marriage Wedding Registration Form Issues to Address in Premarital Counseling
Hospital Form Issues to Address in Premarital Counseling Hospital Visitation Checklist Bible Verses
to share With The Sick or Dying Much More An excellent gift for new pastors and seminary students.

2021 church clergy tax guide: Tax Withholding and Estimated Tax, 1993

2021 church clergy tax guide: Church Finance Michael E. Batts, 2015-02 Overseeing the
financial health of a church is no simple task. Increased regulations, IRS audits, and changing
technology are a few of the challenges facing both new and experienced treasurers, bookkeepers,
business administrators and executive pastors. Church Finance, the new, ground-breaking
comprehensive guide created by respected experts and CPAs, Michael E. Batts and Richard R.
Hammar, gives you the confidence you need to manage every aspect of your job. From building
rock-solid internal controls, to understanding the intricacies of payroll taxes and housing allowances,
Church Finance is the go-to reference every church needs. Using straight-forward language, the
authors of Church Finance delve deeply into the critical issues all churches must address-budgeting,
financial reporting, tax compliance, insurance coverage and more.

2021 church clergy tax guide: Global Trends 2040 National Intelligence Council, 2021-03
The ongoing COVID-19 pandemic marks the most significant, singular global disruption since World
War II, with health, economic, political, and security implications that will ripple for years to come.
-Global Trends 2040 (2021) Global Trends 2040-A More Contested World (2021), released by the US
National Intelligence Council, is the latest report in its series of reports starting in 1997 about
megatrends and the world's future. This report, strongly influenced by the COVID-19 pandemic,
paints a bleak picture of the future and describes a contested, fragmented and turbulent world. It
specifically discusses the four main trends that will shape tomorrow's world: - Demographics-by
2040, 1.4 billion people will be added mostly in Africa and South Asia. - Economics-increased
government debt and concentrated economic power will escalate problems for the poor and
middleclass. - Climate-a hotter world will increase water, food, and health insecurity. -
Technology-the emergence of new technologies could both solve and cause problems for human life.
Students of trends, policymakers, entrepreneurs, academics, journalists and anyone eager for a
glimpse into the next decades, will find this report, with colored graphs, essential reading.

2021 church clergy tax guide: Church Compensation Elaine L. Sommerville, 2021-01-06 The
expert guidance you need to manage the complexities of church staff payroll and benefits.Elaine
Sommerville guides you through every aspect of church employment compensation arrangements in
easy-to-understand language so you're in compliance with government guidelines while
appropriately compensating ministry staff. This reference is more than theory-it includes practical
implications for the unique aspects of the church setting derived from more than 30 years of Elaine's
hands-on experience in working with churches and ministries in this vital area. Learn how to:-
Create policies governing compensation;- Determine FLSA worker classification;- Develop a tax
compliant payroll system;- Evaluate and determine benefit plans;- Set-up and compare Health
Reimbursement Arrangement (HRA) plans;- Establish a ministerial housing allowance;- Interpret and
apply rules for payroll deposits, reporting, and withholding;- Address special minister compensation
issues including love gifts, sabbaticals, and expense reimbursement plans;- Comply with government
regulations; and- Manage the tax and legal nuances related to church workers.

2021 church clergy tax guide: (Circular E), Employer's Tax Guide - Publication 15 (For Use in
2021) Internal Revenue Service, 2021-03-04 Employer's Tax Guide (Circular E) - The Families First
Coronavirus Response Act (FFCRA), enacted on March 18, 2020, and amended by the COVID-related
Tax Relief Act of 2020, provides certain employers with tax credits that reimburse them for the cost
of providing paid sick and family leave wages to their employees for leave related to COVID-19.
Qualified sick and family leave wages and the related credits for qualified sick and family leave



wages are only reported on employment tax returns with respect to wages paid for leave taken in
quarters beginning after March 31, 2020, and before April 1, 2021, unless extended by future
legislation. If you paid qualified sick and family leave wages in 2021 for 2020 leave, you will claim
the credit on your 2021 employment tax return. Under the FFCRA, certain employers with fewer
than 500 employees provide paid sick and fam-ily leave to employees unable to work or telework.
The FFCRA required such employers to provide leave to such employees after March 31, 2020, and
before January 1, 2021. Publication 15 (For use in 2021)

2021 church clergy tax guide: Gospel in Life Discussion Guide Timothy Keller, 2010-03
Through this eight-week small group Bible study, Gospel in Life, Timothy Keller explores with
participants how gospel can change hearts, communities, and how we live in the world. This pack
includes one softcover 230-page Participant Guide and one DVD.

2021 church clergy tax guide: God's Design for the Church Conrad Mbewe, 2020 A survey
of biblical teaching regarding the church, written for African pastors and ministry leaders--

2021 church clergy tax guide: 2018 Compensation Handbook for Church Staff
Christianity Today, RICHARD R. HAMMAR, 2017-10

2021 church clergy tax guide: Church Finance Handbook Kevin E. McKenna, Lawrence A.
DiNardo, Joseph William Pokusa, 1999

2021 church clergy tax guide: Betrayal of Trust Annie Laurie Gaylor, 1988

2021 church clergy tax guide: Encyclopaedia Britannica Hugh Chisholm, 1910 This
eleventh edition was developed during the encyclopaedia's transition from a British to an American
publication. Some of its articles were written by the best-known scholars of the time and it is
considered to be a landmark encyclopaedia for scholarship and literary style.
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