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DISCLAIMER

The information provided in this presentation is for general 
educational purposes only and does not constitute legal, tax, or 
financial advice. NBUSA staff are not licensed advisors. While 
every effort has been made to ensure the accuracy and relevance 
of the content from reliable sources, individual circumstances 
vary. Church leaders and treasurers are responsible to consult 
with qualified professionals—such as licensed tax advisors or 
legal counsel—regarding the application of these principles to 
their specific situations.



Quiz Question #1

What is your ministry role?
a) Treasurer
b) Local Church Minister
c) District Minister
d) Other



What  We Do



Benef i t  P lan  S t ructures
Single vs Multi-employer Sponsored Plans



How We Are  Funded

World Evangelism Fund (WEF) 5.5%
Education Fund 2.5
NBUSA Fund 2.0  

Total FTM Formula 10%



How NBUSA Funds  Are  Used



Benefits provided by NBUSA are intended to 
supplement, not replace, local benefit efforts.



Quiz Question #2

The IRS allows the local church the option 
to treat a minister as an employee or 
independent contractor.

a) True
b) False



Minister Compensation & Tax 
Responsibilities for Churches



Who Qualifies as a Minister 
for Tax Purposes?

• Ordained, district-licensed (not local)
• Performs key religious functions (e.g., 

sacraments, preaching, church 
leadership)

• Dual tax status:
 EE for federal income tax purposes 

(exempt from withholding)
 Self-employed for Social Security 

(SECA) tax (estim tax payments)



Ministers Are Employees, Not 
Independent Contractors

• Pastors should receive a Form W-2, not a 
1099-NEC (full or part-time)

• Churches are considered employers for 
ministers

• Common misunderstanding: ministers are 
fully self-employed

• SE tax = self-employed status for SS/Medicare 
only (SECA)



Employee Status (Typical and 
Preferred Classification)

The minister is an employee of the church, if the church:
• Exercises control over what work is performed
• Directs how the work is done
• Requires regular office hours or attendance at meetings
• Provides a set salary or regular paycheck
• Pays employment-related benefits
• Provides a housing allowance or parsonage
• Supplies tools and equipment



Employee Status
(Typical and Preferred 

Classification)

The IRS considers ministers to be 
common law employees, and 
guidance from IRS Pub 517 and 
denominational policy supports this 
classification.



What’s at Stake with 
Misclassification?

• IRS penalties and interest for misclassification
• Back taxes owed by the church
• Loss of housing allowance exclusion for 

ministers
• Potential disqualification from retirement and 

benefit programs



Elements of Ministerial 
Compensation

• Base salary
• Housing or parsonage allowance
• Employer-paid or reimbursed benefits 

(health, dental, life)
• Retirement contributions (e.g., 403(b))
• Reimbursed ministry expenses (under 

accountable plan)



Housing Allowance Essentials

• Must be designated in writing before 
payment

• Excludable from income tax (if used 
for housing expenses)

• Still subject to SE tax
• Not included in W-2 Box 1; optionally 

shown in Box 14



Reporting Compensation on 
Form W-2

• Box 1: Taxable wages (excludes housing 
allowance)

• Box 14: Housing allowance 
(informational only)

• No Social Security/Medicare wages
• No Social Security/Medicare 

withholding
• Federal income tax optional w/holding 

reported if used (Form W-4)



Accountable Expense 
Reimbursement Plans

• Must meet IRS criteria:
– Business purpose
– Timely substantiation
– Return of excess funds

• Not included in minister’s taxable 
income if rules are followed



Retirement Contributions for 
Ministers

• Employer 403(b) contributions are tax-
deferred

• Minister salary deferrals allowed (up to 
IRS limits)

• Retirement benefits from Nazarene 
403(b), and legacy pension plan, qualify 
for housing  allowance exclusion 
(subject to conditions/limits)



Summary of Key Takeaways

• Minister is an employee (EE) for income tax 
purposes

• Never issue 1099-NEC to an EE minister
• Housing allowance must be designated in 

advance
• Understand and document all forms of 

compensation



Compensation & Tax Memos



Quiz Question #3

Is the local board required to have an 
annual audit of the church’s finances?

a) Yes
b) No



The Annual Church Audit

• Accounting records and good 
stewardship go hand-in-hand

• Local church is trustee of the funds 
received; handle them carefully

• Financial reports should be 
meaningful and prepared timely

• Account for all funds (not just 
operations)

• Annual audit required



The Annual Church Audit

• External by independent CPA’s is ideal; but not required 
(due to cost)

• Internal by an audit committee to determine the validity 
of the financial statements is minimum requirement

• Financial integrity is important.  Trust but verify!
• Church internal audit guidelines (Memo #8)
• Manual Sections 139.21, 139.22, and 139.23



Free Resources



Act ive  Min is ter  E l ig ib i l i ty

Eligibility evaluated every January 1st :
 Credentials
 Ministerial role
 NBUSA Fund support

Your status and benefit coverage on Jan 
1st remains for the calendar year (except 
for credential).



Quiz Question #4

NBUSA-provided life and disability benefits provide 
all the necessary coverage for the average local 
church minister.

a) True
b) False



Importance of Life Insurance

 Income Replacement

 Debt and Expense Coverage



Prov ided  Surv ivor  Benef i ts

Age Coverage
Up to 50 $30,000
51 to 70 $15,000
71 to 75 $  7,500
Spouse $  2,500

https://nbusa.org/insurance

• Proceeds are not taxable income
• Purchase up to $500k; $125k for spouse

• Dependent children covered at 50% of spouse 
level - at no additional cost ($20k max).

https://nbusa.org/insurance




Supplementa l  Surv ivor  Benef i ts

age 30   $   240 ($  20/mo)
age 40   $   438 ($  36/mo)
age 50   $1,253 ($104/mo)

$250,000
coverage



Supplementa l  Surv ivor  Benef i ts
Declining limits begin at 60



Prov ided  Ret i ree  Surv ivor  Benef i ts

Pensioners receive the higher of the 
above or as defined in the pension plan.

Retired Minister* (or active over age 75):
 10 – 20 years $1,500
 21 – 30 years $3,000
 31+ years $6,000

* Retired and reached full SS retirement age

https://nbusa.org/insurance

https://nbusa.org/insurance


Prov ided  Long-Term Disab i l i ty  Insurance

• $500 per month1

• No waiting period for coverage
• Payments start 3 months after disability
• Pre-existing condition limitations
• Addt’l coverage up to $1,500 available 

for purchase
1 May be claimed as housing allowance; 

subject to conditions

https://nbusa.org/insurance

https://nbusa.org/insurance


Supplementa l  LTD



Supplementa l  Acc identa l  Death  and  
D ismemberment  Insurance

Optional purchase:
• Max of $200k; 

increments of $50k
• Dependents up to $100k
• Underwritten like Long-

Term Disability 

https://nbusa.org/insurance

https://nbusa.org/insurance


Heal th  Insurance

www.guidestone.org/nazarene



NBUSA VISION

OUR VISION
“NAZARENE MINISTERS 

RETIRE WELL”



Quiz Question #5

The majority of currently active local church 
ministers, or their churches, are contributing 
to the minister’s Nazarene 403b retirement 
savings plan account.

a) True
b) False



RETIREMENT READINESS

RETIREMENT 
READINESS Over 70% of ministers not

contributing to our Nazarene 403(b) 
Retirement Savings Plan.





Ministers Match 
Retirement Program

January 1, 2024

It’s Not Complicated!





ACTIVE
SAVINGS

NAZARENE
BENEFITS

SOCIAL
SECURITY

RETIRING WELL

T O  R E T I R E  W E L L …

I T  T A K E S  A L L  T H R E E



Clergy Un ique Tax  Advantages

Taxable?               
Fed SS/Med

Housing Allowance No Yes
403b Contributions Deferred    No
403b In-Plan Earnings  Deferred n/a
403b Distributions No*         n/a

*Qualifies for Housing Allowance in retirement;   
subject to conditions and limitations



Housing  A l lowance  in  Ret i rement

Distributions are designated as 
housing allowance by policy.

 Maintain credentials w/ U.S. district (critical)
 IRS substantiation and limits apply*
 No church-approved declaration required
 Annual tax reporting - “taxable amount not 

determined”
* Housing “costs” are the lesser of approved allowance; 
actual expenses; or fair market lease value of the home 
and furnishings.





How Should  You  Save  for  Ret i rement?

1. 15% of annual gross income (by age 25)
 Includes employer/NBUSA contributions

2. >50% in stocks (on average);
3. Plan to retire at 67; but live to 93
4. Plan to maintain same lifestyle
5. Review annually; adjust as necessary



403(B) PLAN Nazarene 403(b) Retirement Savings Plan

Ways to Manage Your Money 

1. Self-Manage
2. Single Fund (Target-Date)
3. Managed Account

• Fee-based (Fidelity)
• Fee-based (CFP)







403(B) PLAN Nazarene 403(b) Retirement Savings Plan
• Contribution plan; not a pension plan
• $800+ million in value; 13,000+ accounts
• Contributions from:

• Minister
• Local Church
• NBUSA

• Investment Committee oversight
• Independent financial advisor

• NBUSA Board of Directors 

Local Effort

Match Program





Quiz Question #6

The fund and operating expenses of the 
Nazarene 403(b) Retirement Savings Plan 
are on par with other similar plans.

a) True
b) False



403(B) PLAN Nazarene 403(b) Retirement Savings Plan

• Very low cost/expense structure

2018 Data



403(B) PLAN

Nazarene 403(b) Retirement Savings Plan
• Fidelity Investments – Recordkeeper

• Planning tools and advisory services
• Local branch office support
• Diverse mutual fund choices

• Roth component option1

• After-tax contributions (EE only)
• Tax-free distributions in retirement

1 Housing allowance not transferable



403(B) PLAN

Nazarene 403(b) Retirement Savings Plan

• Fidelity BrokerageLink option
• Universe of mutual/index funds
• CD’s/Treasuries
• No individual securities
• Retail fees/fund costs
• No oversight by Investment 

Committee



403b Plan – ROI (net of expenses)

10 yr Annualized

Data from active and retired participants



THE MANUAL OF THE 
CHURCH OF THE NAZARENE

C A L L I N G  O F  A  
P A S T O R

T H E  L O C A L  
C H U R C H  B O A R D

“…providing the agreed upon 

remuneration in full shall be considered 

a moral obligation by the church.”
LOCAL GOVERNMENT
Section H, Para. 117.4
2023 Manual

“To determine the amount of remuneration 

and benefits, including retirement benefits, 

the pastor shall receive, and to review them at 

least once a year.”
LOCAL GOVERNMENT
Section L, Para. 139.8
2023 Manual

(emphasis added)

NBUSA Fund payments are 
only part of this obligation.



THE SOLUTION

Q:  How do we address the lack of     
retirement readiness among our    
ministers?

A: Require local effort; and increase 
benefits from NBUSA



THE PATH TO RETIRE WELL

LOCAL CHURCH MINISTERS MATCH
• Lead/Sr Pastors
• Lead/Sr Bi-vocational
• FT/FL Assoc Pastors

 NBUSA Fund – paid 100% by church
 Local Effort:

Minister $2,400 (a)
Church    1,200 (b)
Student Debt Pmts 1,400

Total $5,000
 NBUSA Match (50%)   $2,500 (c)
 Total 403b Contribs $6,100 (a+b+c)



2024  Match  Resu l ts







AFFORDABLE

What else provides an instant 61% return?
Invest $1,240 ($103/mo) to receive $750 

• A contribution of $1,500 ($125/mo);

• Costs only $1,240 (after tax); and

• End up with $2,250 in 403b account.

40 years @ 7% ~ $450,000



AFFORDABLE

Contributions by the local 
church improves the numbers 
in the previous example.



LOCAL CHURCH EMPLOYER 
CONTRIBUTIONS

Either one, or both; it makes no 
difference for the match!



NBUSA Match Made Quarterly
Local Contributions Match Paid

Jan – Mar April
Apr – Jun July
Jul – Sep October
Oct – Dec January

Student Loan Match
1x per year (2nd Qtr)



WHAT’S  YOUR PLAN?

• Start small, but commit to annual increases
• Talk w/ your Treasurer/Board
• Bi-vocational? Consider everything
• Forget the past; focus on your future!
• PLEASE don’t wait…

The most important step you take…
is the next one!



MAXIMIZE YOUR NBUSA BENEFITS

 Maintain credential and eligible role
 NBUSA Fund budget paid 100% by local church

• Basic life/disability insurance
• Determines % of local effort match

 “Local Effort” contributions to 403(b) account
• Register student loans (if applicable)

 Evaluate need for additional insurance
 Check earnings history and benefit estimate w SS
 Evaluate planning/status at least 1x per year



An Adequate Retirement is about
Time and Money

The more you have of one,
the less you will need of the other!



EE & Employer
Regular Catch-Up Total Total

2025 23,500$ 7,500$   31,000$ 70,000$           

2024 23,000$ 7,500$   30,500$ 69,000$           

403(b) Annual Contribution Limits

Employee (EE)

(Catch-up for age 50 and over)

If you turn 60, 61, 62 or 63 during 2025, 
there are now higher catch-up limits.



Min is ters  w i th  no  Cash  Compensat ion

For ministers with no cash compensation1, 
churches may contribute up to:

 $10,000 per year
 $40,000 lifetime limit for minister 

(from all churches served)

1 Compensation “includable in gross income”



HELP IS  AVAILABLE

1-866-NAZAREN  (629-2736)

Net  Benef i ts  – h t tps : / /nb . f ide l i ty .com 



HELP IS  AVAILABLE

• NBUSA* - contact us to get started
• 1-888-888-4656
• benefits@nazarene.org
• www.nbusa.org

• Consult your own financial advisor

* NBUSA staff are not licensed advisors







www.compassinitiative.org

Remaining funds are spoken 
for; now taking standby’s



Quiz Question #7

I must hire a financial planner to 
determine the best plan to retire well.

a) True
b) False



403(b )  RETIREMENT 
PLANNING TOOL

• Easy to use
• 9 simple minister inputs
• Identifies potential value of 403(b) 

plan retirement benefits
• Quantifies the high cost of waiting
• NOT a formal financial plan



403(b )  RETIREMENT PLANNING TOOL
For  i l lus t ra t ion  on ly .  NOT a  fo rmal  f inanc ia l  p lan .



403(b )  RETIREMENT PLANNING TOOL
For  i l lus t ra t ion  on ly .  NOT a  fo rmal  f inanc ia l  p lan .



403(b )  RETIREMENT PLANNING TOOL
For  i l lus t ra t ion  on ly .  NOT a  fo rmal  f inanc ia l  p lan .

$108,672



403(b )  RETIREMENT PLANNING TOOL
The H igh  Cost  o f  Wai t ing



403(b )  RETIREMENT PLANNING TOOL
For  i l lus t ra t ion  on ly .  NOT a  fo rmal  f inanc ia l  p lan .

Avg 2024 
Contribs
$5,766



Thank You!

Questions?

www.nbusa.org/ministers-match-resources

CEU 22850

http://www.nbusa.org/ministers-match-resources
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