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The First Year: How to 
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(Clergy) Tax Savvy



FCMM SLIDE

FCMM exists to enable pastors, staff 
members, and missionaries to serve 

Christ throughout their lives by 
assisting employing ministry 

organizations in providing  
retirement and other benefits.















www.churchlawandtaxstore.com

www.churchsalary.com

www.ministrypay.com

http://www.churchlawandtaxstore.com/
http://www.churchsalary.com/
http://www.ministrypay.com/


http://www.fcmmbenefits.org/documents/healthcare-reimbursements-5-
roads-summary-ecfa

http://www.fcmmbenefits.org/documents/healthcare-reimbursements-5-roads-summary-ecfa


Downloadable free resource: https://www.fcmmbenefits.org/documents/ministers-tax-and-
financial-guide-2021-2020-returns.  This is a subset of Zondervan Minister’s Tax & Financial Guide

https://www.fcmmbenefits.org/documents/ministers-tax-and-financial-guide-2021-2020-returns












Social Security & Medicare paid by…
(2021: Paid on up to $142,800, after which SS caps 

out and Medicare tax , 2.9%/1.45%, continues)

Paycheck 
withholding 

required?

Housing allowance 
can reduce taxable 

income?

Staff Person: Employer:

Regular 
employee

7.65%
FICA-employee

7.65%
FICA-employer

Yes No

Clergy 
employee

15.3%
SECA

— No Yes

FICA = Federal Insurance Contributions Act
SECA = Self-Employment Contributions Act

See this article for more information: https://www.fcmmbenefits.org/news-perspectives/ministers-pay-essentials

https://www.fcmmbenefits.org/news-perspectives/ministers-pay-essentials








Form 1040, Page 1:

Line 1 – reporting excess (unused)
housing allowance – make note and include the 
amount as part of Line 1.

Line 10a – Subtract  adjustment determined on 
Schedule 1, Line 22. (The amount for half of self-
employment tax on Schedule 1, Line 14 comes 
from Schedule SE, Line 13.)

Source: Zondervan Minister’s Tax & Financial Guide



Form 1040, Schedule 1:
Line 14 – Deductible portion
of SE tax from Schedule SE, Line 13.
Use Line 22 total to enter on 1040,
Line 8a.

Form 1040, Schedule 2:
Line 4 – Self-employment tax from
Schedule SE, Line 12. Enter on 1040,
Page 2, Line 15.

Source: Zondervan Minister’s Tax & Financial Guide



Schedule C or C-EZ:
Report other ministerial income,
such as honoraria and expenses 
related to this income.

Source: Zondervan Minister’s Tax & Financial Guide



Schedule SE (included in Schedule C-EZ):

Line 2 – Report total income including
housing allowance for SE tax calculation

Line 12 – SE Tax result to enter in 1040, 
Schedule 2, Line 4, and 1040, Page 2, 
Line 15

Line 13 – Deduction for one-half of SE Tax to 
enter on 1040, Schedule 1, Line 14.

Source: Zondervan Minister’s Tax & Financial Guide



Form 1040-ES Voucher for
quarterly estimated tax payment

Source: Internal Revenue Service



W4 withholding form for
voluntary amount: Complete t 1a,1b,and 5. 
Write “Exempt in 4. Fill in voluntary 
withholding $ amount in 4c.

EXEMPT

Federal income taxes are not required to 
be withheld from the salary of clergy. But 
under a voluntary withholding agreement, 
federal income tax may be withheld—even 
sufficient to cover the self-employment 
tax liability. This withholding must be 
identified as “federal income tax withheld” 
(and not social security taxes withheld).
-Reporting Procedures for Congregations 
by Dan Busby

Source: Internal Revenue Service



W-2 Wage and Tax Statement:
No entries in Boxes 3-8

Source: Zondervan Minister’s Tax & Financial Guide





https://www.fcmmbenefits.org/news-
perspectives/considering-opting-out-social-security-critical-issues-
review

https://www.fcmmbenefits.org/news-perspectives/managing-
financial-life-after-opting-out-social-security

https://www.fcmmbenefits.org/news-perspectives/considering-opting-out-social-security-critical-issues-review
https://www.fcmmbenefits.org/news-perspectives/managing-financial-life-after-opting-out-social-security






Social Security & Medicare paid by… Paycheck 
withholding 

required?

Housing allowance 
can reduce taxable 

income?

Staff Person: Employer:

Regular 
employee

7.65% 7.65% Yes No

Clergy 
employee

15.3% — No Yes





“Retirement”?



early

regularly
increasing



Best “Rule of Thumb” Planning Goal

Regular

15%

Source: T. Rowe Price

Source: LIMRA



• Increase



• 403b(9) – Church (FCMM Retirement Plan)



Sources of Contributions

• Salary Deferral

• Roth-designated Salary Deferral



Advantages of FCMM Retirement Plan
a 403(b)(9) Church Plan

Significant to Minister/Missionary

• MINISTERS & MISSIONARIES:
• Contributions – Both income-tax-deferred and SECA (Social Security) tax-

free
• Distributions as Housing Allowance – retirement distributions from funds 

contributed while eligible for housing allowance are designated by FCMM as 
housing allowance and therefore tax-free when used for housing expense

• Higher Elective Contribution Limits – much higher in 403(b)(9) plan) vs 
Individual Retirement Account

• Flexibility – local church may establish classes for contributions to recognize different staff 
levels

• Simplicity – exempt from ERISA requirements, annual “testing” – and resulting employer 
costs

• Low/No cost to employer – unlike contracting with a Third Party Administrator, FCMM 
operates and maintains the plan with no employer fees



Jerry Rich
jerry.rich@fcmmbenefits.org
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