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INTRODUCTION TO  
OFFICIAL WORKER COMPENSATION 

 
 

Why an Official Worker Compensation Manual? 
 

A fair and equitable salary level for all clergy/official workers is scriptural and fundamental to 
good human relations.  The purpose of this manual is to assist the local church by providing 
adequate information and accepted policies and procedures to guide them in administering a 
well-balanced wage structure that will consider the merits of each individual and the local 
situation. 

 
The compensation information in this manual is based on the premise that the salary level paid 
to any pastor should appear reasonable to lay leaders of the congregation, to a majority of the 
members of the congregation, and to the pastor and his family. 
 
There are numerous scriptural references which cite that pastors should receive a reasonable 
and appropriate salary from their congregations.  Pastoral remuneration is based on the 
principle of reciprocity.  The pastor is given to the church by the Lord in order to share the 
blessings of God's Word while the congregation is given to the pastor to adequately share their 
material blessings which God has enabled them to earn.  Some scriptural examples of this are 
as follows: 
 
Jesus instructed those whom He appointed to go into every city, and place to "stay in that 
house, eating and drinking whatever they give you, for the worker deserves his wages."  Luke 
10:7 (NIV) 
 
To the church in Galatia, Paul wrote, "Anyone who receives instruction in the Word must share 
all good things with his instructor."  Gal. 6:6 (NIV) 

 
Paul also wrote to the Corinthian Church regarding Official Worker compensation.  Said the 
apostle, "...the Lord has commanded that those who preach the gospel should receive their 
living from the gospel."  I Cor. 9:14 (NIV) 
 
With these scriptures serving as a basis for equitable compensation, it is reasonable to 
conclude that a full-time pastor should be paid a salary which will allow the pastor and his family 
to live at least at the same general level as the rest of the congregation and the community 
which he serves. 
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I. POLICIES AND PROCEDURES 

 
The following policies and procedures are intended to guide the governance authority in the 
administration of equitable ministerial salaries and benefits, consistent with the responsibilities 
ministers are required to fulfill.  The confidentiality of individual salaries and benefits will be 
carefully respected. 

 

II. WAGE ADMINISTRATION FACTORS 
 

The method of adjusting wage and salary levels from one year to the next, particularly during 
high inflationary periods, is often a difficult task.  However, certain factors have been 
established to assist in the administration of annual wage salary levels.  When properly 
observed, a proportionate and well-balanced salary schedule can be maintained.  It is important 
to know that adjustments each year are basically influenced by three factors: 

 
A. General wage increases and national average increases 
B. Individual merit increases and inequity adjustments 
C. Miscellaneous benefits 

 

A. General Wage Increases and National Average Increases 
 
Most of the workers in the United States do not have automatic wage increases quarterly 
through COLA escalator clauses. COLA (cost of living adjustments) are based on the Consumer 
Price Index (CPI).  Without automatic COLA, salaries are adjusted by across-the-board, or 
percentage increases.  Smaller organizations tend to look at the total average wage increases 
granted nationwide.  Of course, some groups or individuals get more while others get less than 
the published national average.  This decision is a matter of judgment based on the merits of 
each individual case, although by following the national average salary increase, one may keep 
abreast with the annual salary movement.  The national average reports are published by the 
various services each year for the previous year.  The projection for the new year is also 
available at that time.  These reports represent an average of the total wage increases granted 
in the year and would include COLA adjustments, general wage increases, and adjustments for 
inequities. 
 
National average salary increases are reported in various categories such as management 
(which includes administrative and professional), as well as office, manufacturing, etc.  These 
categories are used as a guide for Official Worker. 
 

B. Merit Increases and Inequity Adjustments 
 
Increases in compensation are often based on merit or competence.  This increase is in addition 
to the cost of living increase and may be given in fringe benefits, rather than cash salary. 
 
Inequity adjustment is another matter that should be considered.  Leaders in congregations 
often ask, "What do other congregations in the Alliance that are our size pay their pastor(s)?"  
While this information is not available on a national level from our denomination, included in this 
manual is the most recent survey of pastors' remuneration in the Central District that hopefully 
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will provide some information in answer to that question. 
 

C. Miscellaneous Benefits 
 
Ministers' benefits cover those areas which are unique to their calling, details of which can be 
found in Publication #517 from the IRS.  Such benefits are considered for all full-time ministers.  
Coverage for part-time ministers must be considered on an individual basis. 
 
Benefits fall into two categories:  Basic and Fringe. 
 
Basic benefits are: 
 

1. Housing allowance 
2. Health insurance 
3. Car expense 
4. C&MA Retirement plan 
 

Some other fringe benefits are (this is certainly not an exhaustive list): 
  
 1. Social Security  
 2. Continuing education allowance 

3. Professional expenses 
4. Discretionary funds 
5. Severance pay 

 

BASIC BENEFITS 
 

Housing Allowance 
 
The housing arrangement you have with your pastor is probably the greatest tax benefit available 
to your pastor's family.  The IRS has recognized the unique value of a pastor to his community 
and has given him special benefits under the tax law.  Publication #517 from the Internal Revenue 
Service provides that the fair rental value of a church-owned parsonage may be excluded from 
taxable income.  It also provides that a housing allowance paid to the pastor in lieu of the church-
owned parsonage is not subject to income tax to the extent that the allowance is used to provide 
a home.  Some examples of items that would qualify for housing allowance include: 
 
Church-owned parsonage 

1. Household furnishings, if not provided by church 
2. Utilities, if not provided by the church 

 
Pastor-owned home 

1. Down-Payment on home 
2. Mortgage payments (including interest) 
3. Legal fees, points or fees to obtain loan 
4. Taxes and insurance 
5. Repairs 
6. Utilities 
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7. Household furnishings 
Pastor-rented home 

1. Monthly rental payments 
2. Repairs 
3. Utilities 
4. Furnishings 

 
The housing allowance established should be reasonable and based on an examination of the 
pastor's true estimated housing expenses.  It is necessary that the Governing Board approve the 
housing allowance prior to the performance of services by the pastor.  This should be noted in 
the minutes, and the housing allowance should appear as a separate item in the budget.  This 
matter cannot be handled retroactively.  The pastor should maintain a record of his expenditures 
during the year "to provide a home." 
 
Three other points to consider regarding the housing allowance are: 
 

1. If the housing allowance is not used for its designated purpose, the unused 
portion is taxable and must be included as taxable income in pastor's 
personal income tax return. 

 
2. The actual housing allowance paid to your pastor is considered as income 

for self-employment tax purposes. 
 

3. The housing allowance cannot exceed the fair rental value of the 
furnished housing, plus utilities.  

 
Health Insurance  

 
It is prudent for the pastor and his family to have medical insurance. Since one serious illness or 
hospitalization is typically unexpected, and the cost so high, it is protection for the church for the 
pastor to have coverage. There are situations where the pastor’s wife has health insurance 
coverage, and in that case the church may not need to provide the benefit. In the absence of 
that, the church may consider covering all or a portion of the cost of health care premiums as 
their budget allows. Health plan insurance information related to the C&MA plan may be 
obtained from Alliance Benefits at the National Office. 
 
With the passing of the Affordable Care Act, and the Tax Cuts and Jobs Act, many age-old 
practices concerning paying for health care premiums have changed. Changes to the tax law 
are frequent enough that details are not included here. There is a significant amount of 
information available, but it is suggested that you consult with a professional if you have 
questions. There are too many penalties at stake to handle this incorrectly. 
 
Car Expense 
 
The church should have an appropriate reimbursement plan for automobile expenses incurred 
by its pastor in the performance of his church-related activities.  Ideally, all of the pastor's 
automobile expenses associated with his church-related activities should be reimbursed.  
Examples of automobile expense reimbursement plans include: 
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1. Church could purchase/lease automobile in its name and provide a car to 
the pastor for his use on church business.  All automobile expenses 
would be paid by the church.  (If this method is used, the pastor should 
have a personal car for all personal business.) 

 
2. The pastor could own his automobile and the church could reimburse him 

for actual expense of operating his car on church business including 
replacement costs. (This is not recommended; see note below). 

 
3. The cents-per-mile reimbursement plan would provide the pastor a fixed 

amount for every mile he drives his car on church business.  This type of 
plan would, of course, require the pastor to submit to the church on a 
monthly basis the total number of miles driven on church business. 

 
If method 2 is used all monies received by the pastor for his automobile expenses must be 
reported as income on his personal tax return. This method would increase the pastor’s tax 
liability. 
 
If method 3 is used, which requires the pastor to give the church a monthly account of his 
expenses, the pastor is not required to include this as income on his tax return.   
 
Whatever method is used it is imperative that the pastor keep a detailed log of his automobile 
expenses.  This should be in the form of a written log indicating the date, the origin of the trip, 
the destination, the odometer reading at the beginning of the trip, the odometer reading at the 
end of the trip, and the reason for the trip.  This is required by the IRS, and he will need this 
information if he is required to give an account of it to the church for reimbursement. 
 
Retirement Plans 
 
There are provisions in the law that allow pastors to invest tax-preferred funds for future 
retirement.  In order to qualify to invest these “tax-preferred dollars”, the general rule is that 
deposits must be made into a "qualified fund" fully sanctioned by IRS.  One option is available 
from the C&MA - the C&MA Retirement Plan, a tax-preferred, defined contribution, 403(b) plan 
similar to a 401(k), available to full-time employees of the C&MA and auxiliary organizations.  
Participants may contribute a percentage of pay up to the IRS limits.  The employer contributes 
a matching amount on behalf of the participant.  Participants are able to choose from a selection 
of diversified investment options ranging from conservative to moderate to aggressive.  For 
more information contact Alliance Benefits at the National Office. 
 
 
 
 

FRINGE BENEFITS 
 
For Continuing Education, Professional Expenses, and Discretionary Fund, detailed records 
and receipts must be provided in order to substantiate the expenses.   
 
Social Security 
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Social Security Tax.  Since pastors are self-employed for social security purposes, they must 
pay 15.3% of their entire salary and housing package.  (It is not correct for churches to treat 
them as “regular” employees, and withhold half/match half through FICA & Medicare.) Some 
churches choose to assist the pastor by paying a portion of self-employment tax liability to the 
pastor; if this occurs, it must be included in his taxable income for income tax and self-
employment tax. This is totally different from the withholding of FICA/Medicare and matching of 
them by the employer – that is NOT the correct way to handle pastoral compensation. 
 
Continuing Education/Professional Development 
 
Ministering in a changing world challenges and demands that God's servant keep up with 
current trends in such areas as theology, counseling, evangelism, church growth, and 
stewardship.  Subjects that are intended to sharpen and expand the pastor’s knowledge so that 
he can experience an even greater measure of ministerial effectiveness and personal 
satisfaction in serving God are readily available.  The church can provide tax-free funds for the 
continuing education of their pastor.  Not only will the pastor benefit but the church will as well. 
 
Professional Expenses 
 
In the normal rendering of pastoral services, there are certain professional expenses that the 
pastor must incur including the purchase of periodicals, books, reference materials, various 
supplies, etc.  It is appropriate for the church to consider reimbursing the pastor for these 
expenses. 
 
Discretionary Fund 
 
An Entertainment allowance may be included in the budget and used to reimburse the pastor for 
entertaining guests related to the ministry of the church.  
 
Severance Pay 
 
Details on Severance pay for official workers may be found in the district Policy & Procedures 
manual. 
 

 
DISTRICT VACATION POLICY FOR PASTORS 

 
 
1. A vacation policy should be established by the Governing Board and should be 

based on the length of time a person has served in The Christian and Missionary 
Alliance. 

 
2. Special consideration should be given to those pastors who have entered The 

Alliance from other denominations or churches. 
 
3. Vacation time should not be based solely on the length of time a person has 

served in a given pastorate.  If this were the case, it is conceivable that a man 
who had pastored for twenty years and moved to a new assignment would be 
forced to return to the vacation time given to those who assume their first charge. 
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4. Guidelines as established by the district may be found in the district Policy & 

Procedures manual. 
 
5. Attendance at General Council, District Conference, and Rekindle Retreat should 

not be considered vacation time. 
 
6. The pastor should be encouraged to take 1 day off weekly.  
 
 

SURVEY OF YEARLY PASTORAL SALARIES AND OTHER COMPENSATIONS 
 
Salary forms were sent to all church treasurers in the Central District.  Information taken from 
these reports represents the gross salary. This information is sent out typically in June each 
year to the Pastor/Treasurer.   
 
 
If you need additional information, please contact April Hill, MBA at the Central District Office, 
for more information.   

 


