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INTRODUCTION 
 

Professional Church Workers are gifts from God to the people, congregations, schools and 
associations of our District. Implied in these words are pastors, teachers, and all professional 
church workers. Our care of these workers reflects our own high regard for the divinely instituted 
Office of Holy Ministry. All workers are due a salary comparable to their professional peers, house 
or housing allowance, and health, retirement and survivor benefits. 
 
When considering the compensation of a Professional Church Worker, one must take into 
consideration the office of the ministry and the Scripture references to the office. One must 
recognize that Professional Church Workers are called by God to do God's work. Pastors, 
teachers, and others who share in the church's ministry are to "prepare God's people for works of 
service, so that the body of Christ may be built up . . ." (Ephesians 4:11). 
 
As such, the congregation is called to join with them as partners in the Gospel, hold them in 
highest regard, and live in peace with each other (Philippians 1:5, I Thessalonians 5:12-13). They 
are to be welcomed with great joy and honor shown to them (Philippians 2:9). The Word, which 
they preach and teach of God, should be heeded and applied to daily living and the Lord's Supper 
received frequently (Luke 22:19). The Church seeks to follow the example of those called into 
ministry, for "They keep watch over you as those who must give an account. Obey them so that 
their work will be a joy, not a burden, for that would be of no advantage to you" (Hebrews 13:17). 
 
While living in such harmony, "the Lord has commanded that those who preach the gospel should 
receive their living from the gospel" (I Corinthians 9:14). Paul writes to Timothy, "The elders who 
direct the affairs of the church well are worthy of double honor, especially those whose work is 
preaching and teaching.” For the Scripture says, "Do not muzzle the ox while he is treading out the 
grain," and, "The worker deserves his wages" (I Timothy 5:17-18). Jesus, himself, affirms this. 
When sending out the twelve disciples and the seventy-two others, He stated to each group, "the 
worker deserves his wages."  They were to go out with faith and without fear trusting in the Lord for 
both spiritual and physical needs. Those who received them and their message were to provide 
them with compensation deserving of their calling as ambassadors for Christ  
(2 Corinthians 5:20). 
 
Proper care for our workers means more than just financial compensation (I Thessalonians 5: 12-
13). We want our workers to devote sufficient time to their personal lives, lest in tending the 
household of God they neglect their own families (I Timothy 3: 4-5). Thus, it is appropriate that the 
congregation, through its responsible officers, should ensure adequate vacation and weekly rest. 
 
We also desire the emotional support for our workers, their spouses and children, as they conduct 
their ministries, to encourage a joyful sharing of the Gospel. So, we remind each other to pray for 
them, to encourage them by our words and actions and to appreciate their need to gather 
frequently with other peers and professionals. 
 
Continuing education is also important. Our workers need to relate to the issues and challenges of 
the day so that, through their understanding, a strong and healthy witness of the Gospel to the 
world may flourish. The congregation will want to make time and funds available for the worker’s 
continuing education (II Timothy 2: 15). 
 
In summary, the worker is called of God to be servant, leader, counselor, caregiver, proclaimer, 
teacher, listener, evangelist, and steward. The Christian congregation is called to respond to these 
benefits and blessings. This is demonstrated by providing adequate salary, housing, transportation, 
vacation time, and financial assistance for spiritual and professional growth with genuine care, 
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concern, and love for the worker and his/her family. 
 
Therefore, this guide is submitted for serious consideration by congregations of the Southeastern 
District in order that the office of ministry will be honored and upheld as God is glorified. 

 
Purpose 
These guidelines are provided as a resource to assist congregational leaders and organizations in 
planning for the salaries and benefits they will provide to their Professional Church Workers. They 
encourage fair and equitable compensation within the pastoral, teaching and related ministries of our 
District on the basis of: 

• Years of Experience 

• Professional Growth and/or Formal Education 

• Levels of Responsibility 
 

The Professional Church Workers to whom these guidelines apply include Rostered Workers 

• Ministers of Religion - Ordained - Pastors 

• Ministers of Religion - Commissioned - Rostered Teachers, Directors of Christian 

• Education, Directors of Christian Outreach, Certified Lay Ministers, Directors of Family Life 
Ministry, Directors of Parish Music, and Deaconesses 

 
Professional Lay Workers - Lay 

• Lay Minister, Lutheran Social Worker, Parish Nurse 

• Lay Workers serving in ministry to the congregation 
 
 

Establishing Sound Standards For Compensation 
The following guidelines are intended to assist congregations in planning equitable and financially 
sound standards for compensation of their workers.  Since the guidelines are just that - guidelines - 
and do not take into consideration all factors relevant to a worker's value in a given ministry, the 
following factors are also to be considered: 

• Commitment - dedication of self and time to the study of Scripture and the 
teaching/preaching/living thereof; vigilance in caring for people; openness and availability; 
seeing role as a calling. 

• Education - continued growth through seminars, workshops, clinics, institutes, 
conferences, graduate courses, reading of relevant books, journals, and publications. 

• Experience - time in the ministry, leading, conducting, or participating in workshops, 
seminars, etc., for own parish or others; creative and/or innovative preaching, teaching, 
planning, organizing, administration, evangelism, assimilation, stewardship, worship, 
church growth. 

• Responsibility - good time management; conscientious in leadership role and 
responsibilities; continuing growth in understanding of self and own capabilities; delegation 
of appropriate responsibilities; awareness and attention to one's own spiritual needs, 
commitment to God, spouse, children, church, in that order; spiritual leadership; 
compassion; preparation for preaching, teaching, meetings. 

• Productivity - doing the right job well; administrating/delegating appropriately; good use of 
time, setting goals and objectives for self and ministry; seeing opportunity for ministry and 
seeking to meet the need; educating, stimulating, motivating, equipping the body of Christ 
for its ministry; utilizing gifts of people for the work of the church; seeking spiritual growth 
and development in the people as well as self. 

 
It is recommended that each congregation develop a position description for their workers 
indicating areas of responsibility and expected performance levels. The job description should 
include what the congregation will do to assist the worker in being the servant/leader they have 



SED Operations Manual 4 

 

 

called him/her to be, e.g., money/time for workshops, seminars; method and timing of evaluation. 
 
While these guidelines and recommendations are not binding upon any congregation, the 
document presented is a guide for evaluating present levels of compensation.  The guidelines do 
offer suggestions or equitable means of evaluating duties and the performance of those duties so 
that congregational leaders might be equipped to establish fair and reasonable levels of 
remuneration for their workers. 
 
District leadership encourages members of the congregations to be actively involved in the 
decision-making process affecting the compensation of their Professional Church Workers.  Before 
the subject of compensation is discussed in detail within a congregation, it is hoped that 
congregations will make an intentional effort to inform their members concerning the process and 
the importance of their involvement. As part of this process a review of the “Introduction” and 
"Establishing Sound Standards for Compensation" are considered appropriate. Congregations are 
encouraged to establish Mutual Ministry Committees to assist with the ongoing evaluation and 
support of the workers.  Additional information about Mutual Ministry Committees may be obtained 
through the Southeastern District Office. 
 
The matter of compensation is a potentially sensitive issue to both our Professional Church 
Workers and congregations. One of the purposes of these guidelines is to decrease the sensitivity 
on this subject that might exist by providing guides for Professional Church Workers' compensation 
that are considered reasonable for the current economic period. These guidelines reflect current 
District recommendations, and each congregation is encouraged to use them in establishing 
Professional Church Workers' salaries and allowances. Its use is not to be considered mandatory 
by all congregations. However, we encourage each congregation to seriously examine the 
suggested levels of compensation for pastors, teachers and all Professional Church Workers. 
Perhaps a good beginning is to establish the present percentage level you are at relative to the 
guidelines and develop a plan for implementation, which will effectively install your guidelines over 
a period of time. 
 
Congregations are encouraged to understand the basic philosophy set forth in OM-330, to use 
those parts of the guidelines that are possible within their financial capability, and to adopt the 
suggested salary and allowances. 
 
Because the District covers a large geographic area, the economic conditions vary significantly 
from area to area, particularly as they apply to salaries and cost of living. Therefore, congregations 
are urged to avail themselves of information available from local cities, towns, counties, and school 
systems that provide comparable studies on salaries and cost of living for your area. Information 
regarding the cost of living relative to a specific area may be located on the World Wide Web. The 
following URL may be helpful: https://www.bestplaces.net/ (Enter a zip code in the “search” box 
and on the next page, select “Cost of Living” in the “Use This Checklist” in the left column.) 
 
Communication and coordination are vital to the process of salary review. If salary review is not 
already a standing requirement for your Mutual Ministry Committee or one of your boards or 
committees, it is recommended that a salary review committee be appointed. Their goal should be 
to discover feelings and issues that may need correcting during a thorough review process. It is 
also recommended that such a committee include representation from the Board of Elders, the 
School Board and the Financial Committee/Board. 
 
As a first step, prior to the time you begin to consider specific amounts or benefits, sit down with 
your Professional Church Workers to discuss how things are going from their viewpoint(s).  Do the 
salary and benefits you provide afford your worker and his/her family a standard of living 
appropriate to the important role he/she plays in the life of your congregation? Are they adequate 
enough so that he/she is not diverted from his/her ministerial duties because of concerns for "just 

https://www.bestplaces.net/
https://www.bestplaces.net/
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making it" financially?  Take the time to hear him/her out and to discuss ways in which you can 
work together to give the worker and his/her family a feeling of ease in this key area of their lives. 
 

LCMS SALARY CALCULATOR 

Ministries can now generate a compensation estimate for positions in both the Parish Professional 
and Pastoral segments. Concordia Plan Services has developed an online tool that is accessible to 
all congregations and schools. The output document for each compensation estimate includes 
extensive information about other compensation considerations including core benefits, time off 
considerations, salary and tax issues and more.  

• To access the tool for pastors and parish professionals, 
visit:https://tc.cbiz.com/CompToolCPS/Login.aspx (note: log in information is at the bottom of the 
web page.) 

• To access the tool for elementary, middle and high school teachers, preschool and 
assistant teachers, childcare and assistant teachers, head administrators/principals, 
assistant administrators/principals and early childhood directors, 
visit: https://tc.cbiz.com/CompToolCPSEd/Login.aspx 

COMPENSATION GROUPS 
 

Total compensation for Professional Church Workers consists of the following four compensation 
groupings, which is intended to meet the different needs of the individual workers and his/her 
family. Each of these groups includes those items commonly provided to salaried employees as 
part of a normal salary and benefits package. This breakdown should also assist your review 
committee as they make comparisons with other professions during the review process. 
 
Exhibit I, "A Worksheet for Development of Professional Church Workers Compensation", is 
included at the end of this document to assist in establishing levels of compensation and support 
for your worker(s). 
  

Basic Salary 
This compensation item should be sufficient to allow the Professional Church Worker and 
his/her family to maintain a reasonable standard of living. Specific needs that should be met 
include food and clothing, durable goods, a reasonable amount for savings, etc. Basically, this 
should be adequate to provide normal essentials that are not otherwise provided for through 
one of the following grouping items. The housing allowance for a worker is included in the 
basic salary. However, the amount designated as housing allowance needs to be determined 
by the worker and annually authorized by the congregation.  
 
Allowances 
These can be for any number of items, but the basic intent is that a cash amount is given to the 
Professional Church Worker in lieu of that particular expense being paid or a particular 
commodity being provided, such as a housing equity or utilities allowance. Note: Housing 
Equity for Ministers of the Gospel: Ordained and Commissioned is a special allowance that 
would enable workers to build an equity fund as if they were purchasing their home rather than 
living in the parsonage/teacherage or other church-owned housing. 
 
Supplemental Benefits 
These are benefits that are provided or paid to others by the congregation for items that 
directly benefit the worker and his/her family either now or in the future. 

• Concordia Retirement and Welfare Plan 

• Other life or hospital insurance plans 

http://r20.rs6.net/tn.jsp?f=001vR58VK6AgYQ2sLQZ6Er4dYxIxVzZIvldwvctyg_QSIVmxB9kpI5QSv45FkaenSQmJByArNon6RNzXMNZzYeMHfLmXilUMIFx-mWUS0x2rPT55lTLkZrY7X9P-U9vF3jfCTbqNYDpEzK7EpZMyxqJFtrt1qX_Q-EXmiaFK2bPdNLSE3P9yeBtU6pqP7q428NZHIPZBxpfpYc=&c=yPfOLXL1VEEmR3bwK7en6VM7jNMTLSAKFvyiNjBAHqJgwTQ3MR_vtg==&ch=zyPP4gUiq7fH3oZjPUw8u0D2dGIwrTYKa6SAi11NA3dH8DTtLx-hUQ==
applewebdata://CE60F264-8AC5-4DE2-A266-9ADB0DD86842/
http://r20.rs6.net/tn.jsp?f=001fTmJwwk3dj4wcGj8u7xBQ8sPOO73wroo37jix-jXAsTXqpDiUuryIPpY4YXAtQsUbmZ6oIeZWU6p-6vnXwNH6D7SE0ZEvkt5x8q9bqHh3R6tkJ5u23eGNNJ5dwz5rr0qxz-1KP38VX0NAwx4eRHah0aAMxjrhzO-AqO_MCdtwEY=&c=_64OgE96G9YPVedcApm6Cugq6jO1c8dqB1mtsPf2xDyTNOmODtZkxA==&ch=r3S9V_J7czgC7ly19hYA_BBQOT0vPEZvV8lE8gVfP6WcfUuAzoOIiw==
http://r20.rs6.net/tn.jsp?f=001vR58VK6AgYQ2sLQZ6Er4dYxIxVzZIvldwvctyg_QSIVmxB9kpI5QSv45FkaenSQmJByArNon6RNzXMNZzYeMHfLmXilUMIFx-mWUS0x2rPT55lTLkZrY7X9P-U9vF3jfCTbqNYDpEzK7EpZMyxqJFtrt1qX_Q-EXmiaFK2bPdNLSE3P9yeBtU6pqP7q428NZHIPZBxpfpYc=&c=yPfOLXL1VEEmR3bwK7en6VM7jNMTLSAKFvyiNjBAHqJgwTQ3MR_vtg==&ch=zyPP4gUiq7fH3oZjPUw8u0D2dGIwrTYKa6SAi11NA3dH8DTtLx-hUQ==
http://r20.rs6.net/tn.jsp?f=001fTmJwwk3dj4wcGj8u7xBQ8sPOO73wroo37jix-jXAsTXqpDiUuryIPpY4YXAtQsUbmZ6oIeZWU6p-6vnXwNH6D7SE0ZEvkt5x8q9bqHh3R6tkJ5u23eGNNJ5dwz5rr0qxz-1KP38VX0NAwx4eRHah0aAMxjrhzO-AqO_MCdtwEY=&c=_64OgE96G9YPVedcApm6Cugq6jO1c8dqB1mtsPf2xDyTNOmODtZkxA==&ch=r3S9V_J7czgC7ly19hYA_BBQOT0vPEZvV8lE8gVfP6WcfUuAzoOIiw==
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• Vacations 

• Tax deferred annuity/tax-sheltered annuity/IRAs 

• Sabbatical leave 
 
Ministry Related Expenses 
These are reimbursements by the congregation to the worker for church related expenses. 
These are not income but simply expenses incurred in maintenance of the office of the worker 
for which the congregation has agreed to reimburse the worker. 

• Car operation expenses 

• Continuing education/professional development 

• Attendance at professional conferences 

• Professional organizations membership 

• Professional books and equipment 
 

 
BASIC SALARY GUIDELINES 

 
As previously discussed, factors which should be considered when arriving at an appropriate level 
of compensation for your Professional Church Workers include: 
The economy and cost of living in your area (https://www.bestplaces.net/ ) 

• Years in ministry 
Compensation should increase commensurate with the size of your congregation or school 
and the scope of responsibility of the worker 

• Size of the staff  
Being a senior pastor in a multiple ministry or an administrator in a Christian school should 
impact the worker's salary. 

• A multiple parish 
Performance and educational achievement - If not a practice of your congregation/school, 
this should be provided in relation to an annual performance review. 

• Second-career worker 
Normally, graduates of seminaries or colleges will enter a salary scale at year "0". 
However, if an individual enters a ministry as a second career, later in life, adjustments 
should be made to reflect his/her past experience and professional maturity. Determine the 
number of years in the workforce, since age 22. Subtract the seminary years (if living 
residential). Divide by two and use that number as years of service. For example, if your 
candidate was 42 years of age and was resident on campus for 3 years, you would: 20 
(years) – 3 (residency) = 17/2 or 9 years of experience. 

• The economy and cost of living in your area – also review the LCMS Salary Calculator, 
these factors have already been added to the calculations. 

 
Professional Church Workers 
Exhibit 2 provides starting point salary guidelines for Professional Church Workers, based on 
national average values prior to adjustments shown in III, A.2. Salary Index & Exhibit 1. The 
Professional Church Workers’ salary scale includes a housing allowance. IRS regulations indicate 
that a Synodically-rostered worker may designate, by annual congregation resolution, a portion of 
the salary as a housing allowance. (Exhibit 4) 
 
SED Salary Base 
The salary base, from which salaries are calculated, is that of a first-year teacher with an AA 
degree. This base salary is adjusted yearly by the SED, taking into consideration the relative cost 
of living due to inflation using a review and evaluation of the following Social Security Cost of Living 
Adjustment, the National LCMS and LCEF, and other districts of the LCMS. The Cost of Living 
Index (http://coli.org/) is also reviewed as part of the process. 

https://www.bestplaces.net/
http://coli.org/)
https://www.bestplaces.net/
http://coli.org/)
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Basic Salary 
To determine the worker’s basic salary, please refer to the Suggested Salary Scale chart located 
with the Exhibits. Locate the appropriate position column and then the row for experience. 
 

Regional Cost of Living 
Congregations and schools should also take into consideration their regional costs of living relative 
to the national average, especially as it pertains to housing costs, when determining the worker’s 
basic salary.  
 

Salary Index 
It is important to carefully examine the role that each person serves in the school and 
congregation. The size of the school and congregation, the scope of the extra responsibility, the 
amount of time necessary to complete the tasks and the amount of experience and training are 
usually taken into consideration.  It is expected that the nature and scope of the task will vary from 
congregation to congregation, from school to school.  
Suggested increase to base salary for additional responsibilities:  

Pastors 

• 0-200 Worship Attendance 0.00 

• 201-400 Worship Attendance 0.10 

• 401-800 Worship Attendance 0.15 

• 801-1200 Worship Attendance 0.20 

• Over 1200 Worship Attendance 0.25 

• More than one congregation 0.10 
Assistant or Associate Pastors can be paid using the base of one-half of the percentage 
identified above of the congregation’s worshipping size. 

 

Principals/Administrators 

• 0-200 Students 0.00 

• 201-275 Students 0.10 

• 276-400 Students 0.15 

• More than 400 0.20 
Assistant Principals can be paid using the base of one-half of the above scale. 

 

Early Childhood/Child Care Directors 

• 0-75 Students 0.00 

• 76 –150 Students 0.05 

• 151-200 Students 0.10 

• More than 200 Students 0.15 
 
Teachers 

Recognizing that the primary responsibility of a teacher is in the classroom, the index factor for 
responsibility and extra duties assigned should reflect the percentage of time a person in that 
position would normally spend in performing those duties above and beyond those normally 
associated with a classroom teacher. Those workers who have taken on additional 
responsibilities: church organist, youth ministry, evangelism, coaching may be placed as 
Teacher, 12-month. 

 
Advanced Education 
Workers are encouraged to develop a continuous growth program. Congregations are also 
encouraged to recognize this growth with the following additional percentages for advanced 
education. 
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Salary Schedule 
Once a salary index has been established for each staff position, a salary schedule can be 
constructed which takes into consideration the education and the years of experience the staff 
member brings to the position. 
 
Years of experience refer to total years in church and school ministry (not just those in the current 
congregation). The experience factor adds more to the value of the salary in the first years, and 
thus, the step increments should be larger. After 10 years, the additional experience has less value 
to the performance of the duties of the position, and consequently, the percentage increase per 
step is less. 
 
Salary Scale - A sample salary scale is shown in Exhibit 2. 

 
Other Professional Church Workers 
The salary schedules and scales referenced above contain various factors for determining 
appropriate salary levels for other Professional Church Workers. Additional salary information may 
be available from Synodical colleges and universities or from the SED Office. 
 
 

ALLOWANCES 
 

Housing-General 
The Southeastern District, LCMS encourages home ownership for professional workers.  It does so 
with the conviction that home ownership during working years provides an opportunity for 
accumulating residence equity, thereby assuring a means for meeting the retirement housing needs 
of the worker and dependents.  Home ownership permits Professional Church Workers the freedom 
of acquiring housing particularly suitable to needs and desires.  It also removes the worker from a 
situation of direct dependency upon a congregation or committee, thereof, for housing improvement, 
maintenance and repair while, at the same time, it relieves the congregation from the many cares of 
parsonage/teacherage ownership and upkeep. 
 
 Congregations may still assist workers in securing a housing or down payment loan as a “pass 
through” loan.  The congregation applies through LCEF and loans the funds directly to the 
congregation.  This loan can be unsecured or secured according to its size and the financial strength 
of the congregation.  The congregation then loans these same funds to the worker, usually at the 
same interest rate and terms.  The loan from the congregation to the worker should always be 
secured via a lien on the property that the worker is purchasing.  The congregation’s loan from LCEF, 
if secured, is secured with a lien on the congregation’s property.  The congregation can obtain an 
application through the District Vice President or through www.lcef.org. 

 
Workers can go directly to LCEF for a housing loan only if they will reside within one of the 16 states 
in which LCEF is licensed to make such loans.  None of these 16 states are located within the 
geography of the SED.  Until the banking crisis of 2008, LCEF made housing loans directly to 
workers in all states.  Following 2008, with the cost of licensing and compliance increasing across the 
board, the decision was made to license only in these 16 states which were the ones with the highest 
concentration of workers.  Applications for direct housing loans that are available within the 16 states 
are available from www.lcef.org. The 16 states are listed on the website. 

  
Workers in all 50 states are now eligible for a housing loan through Lutheran Federal Credit 
Union.  They should contact LFCU directly at https://www.lutheranfcu.org/ 

 
Congregations and the worker must demonstrate financial capability and meet the LCEF 
qualifications and guidelines. 

 

http://www.lcef.org/
http://www.lcef.org/
https://www.lutheranfcu.org/
http://www.lcef.org/
http://www.lcef.org/
https://www.lutheranfcu.org/
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Church-Owned Housing: Parsonage or Teacherage 
Where housing is provided by the congregation, it is recommended that the congregation assume full 
responsibility for all housing-related costs, including general maintenance and repair, decorating, 
utilities and telephone. The personal choices of the residents should be considered when changes 
are being made to the decorating. 

 
A worker living in a parsonage or teacherage may also receive a housing allowance to cover the cost 
of such items as garbage removal, lawn care, home furnishings, repairs, and maintenance, if any of 
these are paid for directly by the worker. 

 
If the congregation prefers to have the worker pay utilities, it should carefully determine the actual 
costs and provide an allowance adequate to cover the total cost. 

 
If a parsonage or teacherage is provided a worker, the congregation needs to determine the value of 
providing this housing for the worker and consider it as income.  By not owning a home, a worker 
does not enjoy the opportunity to build equity in a home. 

 
Congregations can help by setting aside an amount each year in a restricted fund so that when a 
worker retires or moves on to a new call, the worker will have the equivalency of housing equity 
available to him. His next call may not provide housing. Though a specific amount is not suggested, it 
may be worthy to consider an amount equal to the amount of property taxes that would be paid if the 
dwelling was taxed. Another method is to price the dwelling from year to year and let the difference in 
market value determine the equity contribution amount. 

 
It is highly advisable that a congregation provides a housing equity allowance for Professional Church 
Workers who are required to live in church-owned housing. This is a special allowance that would 
enable workers to build an equity fund as if they were purchasing their home rather than living in the 
parsonage/teacherage or other church-owned housing.  

 
Individually Owned or Rented Housing 
Where the congregation provides a cash housing allowance to its Ministers of the Gospel: Ordained 
and Commissioned, such allowance should be sufficient to enable the worker to secure and maintain 
housing that reflects the local residential home market. The amount will vary depending on the 
economic conditions from place to place and should be reassessed annually. 

 
Ministers of religion, ordained and commissioned, who are eligible for a tax excluded housing 
allowance will need to fulfill the basic requirements set by the IRS. The congregation must designate 
a portion of the total compensation as a "Housing Allowance", and a resolution designating the 
amount allowed must be entered in the Congregation's minutes in December (or earlier) before the 
calendar year in which it is to be effective. 

 
This action may be amended at any time but is be applicable to future payments (not retroactive). 
Once the amount of the allowance has been properly designated, it need not be paid to the worker 
separately.  It can be included in one check covering both the allowance and salary. 

 
The housing exclusion is intended to cover the expenses the worker actually spends which are 
directly related to renting or providing a home. For this purpose, the term "home" not only means a 
dwelling place, but also includes other related structures such as a garage. Expenditures directly 
related to renting or providing a home include rental payments and mortgage installment payments 
on a home and such related expenditures as real estate commissions, attorney fees, escrow fees, 
mortgage interest, real estate taxes and special assessments; utilities, garbage removal, repairs and 
maintenance, home furnishings and the cost of insurance coverage for fire, theft, and liability. 
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The amount of money designated as "housing allowance" is not considered income for federal 
income tax but is considered income when computing Social Security Tax. 

 
The designation of a "housing allowance" has tax benefits for Ministers of Religion: Ordained and 
Commissioned. The portion of salary determined to be housing allowance is exempt from Federal 
Income Tax. In addition, the worker is allowed to pay the interest on the home mortgage loan and 
property taxes out of the housing allowance and declare them as deductions for tax purposes. 

 
Exhibit 4 provides sample resolutions for establishing housing allowances. Exhibit 4 also provides a 
format on which the church worker can estimate his/her housing expenses. 

 
FICA (Social Security) 
 

Contract Workers 
Congregations must withhold social security and Medicare taxes from the salaries of all workers 
except self-employed. In addition, congregations must match the employees withheld FICA taxes. 
The social security tax rate is 6.2%, the Medicare tax rate is 1.45%, therefore the FICA tax rate, 
which is the combination of the two rates, is 7.65%. These rates are in effect for 2018.  

 
Self-employed Workers  
It should be noted that for FICA tax purposes, "called” workers are considered “self-employed” and 
therefore pay this tax on both “salary” and “housing” at a higher tax rate than if they were considered 
“employees” where the employer matches the employee’s share of the FICA costs. Congregations 
may choose to reimburse their called workers for a portion of these costs. (Please note, these 
payments are taxable as income to the worker.) 

 
The FICA tax rate for self-employed persons is 15.3% (12.4%-Social Security, 2.9% Medicare tax) 
(2017).  See IRS Publication 505 “Tax Withholdings and Estimated Tax” (https://www.irs.gov/pub/irs-
pdf/p505.pdf ) provides detailed information on the change in computing self-employment Social 
Security taxes. You are encouraged to review your annual Social Security statement. 

 
 
SUPPLEMENTAL BENEFITS 
 

Health, Disability, Survivor, and Retirement Plans (Concordia Plan Services) 
The Lutheran Church - Missouri Synod offers Worker Benefit Plans for congregational participation. 
They provide for future retirement income to Professional Church Workers, medical and dental care 
for the worker and his/her dependents, and future income for the surviving spouse and minor children 
in the event of the worker's death. 

 
In situations where the congregation does not participate in Concordia Plan Services, other 
provisions should be made by the congregation to provide for these future needs, such as life 
insurance, health insurance, tax deferred annuities, etc. 

 
Congregational Benefit packages are consistent for all employees. A congregational policy should 
identify if spouse and children are covered as part of the worker’s benefits, as well as which options 
of the Health Plan are available in the benefit package as well as determine the number of hours that 
qualify for full-time work. 

 
Detailed information on the Concordia Plan Services can be obtained from the website at: 
http://www.concordiaplan.com. 

 
 
 

https://www.irs.gov/pub/irs-pdf/p505.pdf
https://www.irs.gov/pub/irs-pdf/p505.pdf
http://www.concordiaplan.com/
https://www.irs.gov/pub/irs-pdf/p505.pdf
https://www.irs.gov/pub/irs-pdf/p505.pdf
http://www.concordiaplan.com/
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Vacation 
Each congregation should have a documented policy for all church workers. Vacation and days off 
each week are necessary if the worker is going to avoid overwork and "burnout.” The amount of time 
will perhaps vary with each situation so this must be determined locally. (A minimal suggestion would 
be one day per week off and 3 - 4 weeks, including Sundays, per year vacation. Providing this time 
and encouraging the worker to take advantage of it will benefit both the worker and the 
congregation.) 

 
Leave Time 
Each congregation should have documented policies for all workers which defines leave time in a 
variety of areas, such as: 

Sick Leave    Leave of Absence 
Personal Leave   Maternity/Paternity Leave 
Administrative Leave   Continuing Education 
Sabbatical Leave  

 
The Lutheran Church – Missouri Synod has an employee manual template that can help you review 
or develop policies. (https://www.lcms.org/resources/church-and-school-administration )(scroll down 
to Personnel Matters for this and additional resources.) 

 
Health Savings Accounts and Flexible Spending Accounts 
These pre-tax accounts designed to assist with medical costs should be made available to 
employees. Flexible Spending Accounts, Health Savings Accounts, and Health Reimbursement 
Accounts are available through the Concordia Plan Services, if the congregation/school is using CPS. 

 
Tax-Sheltered Annuity (TSA) or IRA 
A TSA, IRA, or 401B are options available to workers. It should be his/her election to determine what 
portion of the before-tax income is so utilized. 

 
 
PROFESSIONAL EXPENSES GUIDELINES 
 

Auto 
Professional Church Workers are required to account to the IRS for auto allowance income. Because 
of changing tax laws concerning a church worker's tax liability for auto allowance, it is recommended 
that congregations seek advice from a tax consultant and from the IRS. Allowances could be 
provided for actual miles driven basis or by a monthly allowance. 

 
The congregation should provide an annual allowance for pastors and other workers who make 
extensive use of their personal car for their ministry. This allowance should be sufficient to replace, 
on a periodic basis, the auto used by the church worker. On the average, it is anticipated that this 
replacement would occur every four years. 

 
NOTE: 2021 Standard Mileage Rates 
The standard mileage rate for the business use of a car in 2021: 56 cents per mile. IRS posts annual 

mileage rate reimbursement on https://www.irs.gov/tax-professionals/standard-mileage-rates 
 

Books / Periodicals 
A sum should be identified in the church budget for these purposes. This amount is not added to the 
church worker's compensation but is made available when needed. 

 
Professional Development / Continuing Education 
All Professional Church Workers should be encouraged to have an annual plan for professional 
development and continuing education for his/her personal benefit and for the benefit of those whom 

https://www.lcms.org/resources/church-and-school-administration
https://www.irs.gov/tax-professionals/standard-mileage-rates
https://www.lcms.org/resources/church-and-school-administration
https://www.irs.gov/tax-professionals/standard-mileage-rates
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he/she serves. This allowance is placed in the budget to be used, when needed. The amount should 
not be a "token" amount, but should be sufficient to permit the worker to avail him/herself of a 
meaningful development opportunity. 

 
The worker should not be expected to use his/her vacation or days off to attend opportunities for 
continuing education. 

 
Convention and Conference Attendance 
These are part of church business and they benefit both worker and congregation. The congregation 
should reimburse the church worker for registration, travel, meals, and lodging costs attendant to 
these events. This should be an allowance, the amount of which should be determined between the 
church worker and the salary review committee, based on the events included on the Southeastern 
District's calendar of events. 

 
 
IMPORTANT DOCUMENTS FOR EACH CONGREGATION 
 

Congregational Treasurer's Manual 
The Congregational Treasurer's Manual is published by the Lutheran Church - Missouri Synod and 
provides invaluable information on: 

• Federal and State Taxes 

• Accounting and Finance 

• Insurance 
Each congregation and school is provided one copy of this manual by the District. This resource is 
available through the Synodical website: http://www.lcms.org/page.aspx?pid=1128 

 
Congregational Employee Manual 
The Congregational Employee Manual is published by the Lutheran Church - Missouri Synod and 
provides helpful information for assisting congregations and schools in establishing a written 
personnel manual. Each congregation and school is provided one copy of this manual by the 
Southeastern District. A copy of the manual is available through the Synod at 
http://www.lcms.org/page.aspx?pid=1138 (Scroll to Personnel Matters) 

 
Student Loan Repayment Grants 
The Southeastern District offers a Student Loan Forgiveness Grant to workers of District ministries. 
Applications for the grant become available in September and grants are awarded in December. 
Information about the grant is located on the SED website at http://se.lcms.org/resources/student-
loan-repayment/ 
 

http://www.lcms.org/page.aspx?pid=1128
http://www.lcms.org/page.aspx?pid=1138
http://se.lcms.org/resources/student-loan-repayment/
http://se.lcms.org/resources/student-loan-repayment/
http://www.lcms.org/page.aspx?pid=1128
http://www.lcms.org/page.aspx?pid=1138
http://se.lcms.org/resources/student-loan-repayment/
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