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What Are Services by Ministers in the Exercise of Ministry? 

Following is a very brief and simplified summary of the rules related to services “in the exercise 
of ministry” for a member of the clergy.  This information is intended as a simple overview. For 

in-depth analysis of this topic, see the current edition of the Church & Clergy Tax Guide 
by Richard Hammar. 

In general, ministerial tax treatment is afforded to any payment for services performed by a duly ordained, 
licensed, or commissioned minister “in the exercise of his ministry.”  Therefore, in order to determine whether 
a particular employee qualifies for ministerial tax treatment, an organization must determine whether that 
employee’s duties are “in exercise of ministry.”  

This summary does not address the issue of whether a minister’s ordination, licensing, or commissioning is valid – 
which can be a significant issue in some circumstances.  For example, some churches and denominations do not 
recognize clergy credentials issued outside the church or denomination.  The tenets and practices of a particular 
church are relevant in addressing this issue. 

Treasury Regulation §1.1402(c)-5(b)(2) states that service performed by a minister in the exercise of his 
ministry includes the following: 

1. The ministration of sacerdotal functions and the conduct of religious worship,
2. The control, conduct, and maintenance of religious organizations (including the religious boards,

societies, and other integral agencies of such organizations) under the authority of a religious body
constituting a church or church denomination (including directing, managing, or promoting the activities 
of such organizations), and

3. Services provided to an organization which is neither a religious organization nor operated as an integral 
agency of a religious organization pursuant to an assignment or designation by a religious body
constituting his church.

Category 1 
The first category noted above addresses “the ministration of sacerdotal functions and the conduct of religious 
worship.”  Whether service performed by a minister constitutes the ministration of sacerdotal functions or the 
conduct of religious worship depends on the tenets and practices of the particular religious body constituting 
his church or church denomination.  However, the IRS has indicated that the term “sacerdotal functions” 
generally includes performing baptisms, communion, marriages, and funerals. Presumably, the term “conduct 
of religious worship” includes not only leading worship services or delivering sermons, but all related 
preparation.  

Examples 
The Regulations provide an example of services performed by a minister which constitute the conduct 
of religious worship or the ministration of sacerdotal functions, as follows:  

M, a duly ordained minister, is engaged to perform service as a chaplain at N University.  M 
devotes his entire time to performing his duties as chaplain which include the conduct of 
religious worship, offering spiritual counsel to the university students, and teaching a class in 
religion.  M is performing service in the exercise of his ministry. 
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The Regulations provide another example of a situation in which a minister is not considered to be 
performing ministerial services, as follows: 

M, a duly ordained minister, is engaged by N University to teach history and mathematics. He 
performs no other service for N although from time to time he performs marriages and conducts 
funerals for relatives and friends.  N University is neither a religious organization nor operated 
as an integral agency of a religious organization.  M is not performing the service for N pursuant 
to an assignment or designation by his ecclesiastical superiors.  The service performed by M for 
N University is not in the exercise of his ministry.  However, service performed by M in 
performing marriages and conducting funerals is in the exercise of his ministry. [Note that the 
ministerial duties were not performed in connection with his employment with the university.]  

There is no bright line test as to how much of a minister’s duties for a particular employer must be in the conduct 
of religious worship and the ministration of sacerdotal functions in order for a minister to qualify for ministerial 
tax treatment.  However, various rulings by the IRS indicate that such duties must be his primary duties.  For 
example, in Revenue Ruling 68-68, 1968-1 CB 51, the IRS ruled that the rental value of an apartment furnished 
to an ordained minister by a charitable organization, which was neither a religious organization or an integral 
agency thereof, did not qualify for the housing allowance exclusion.  The minister’s basic functions were the 
directorship of the organization’s advisory council and the coordination of its cultural programs.  In connection 
with his position, he occasionally performed certain sacerdotal duties including the conduct of worship services. 
The IRS acknowledged that while the minister occasionally performed sacerdotal duties, his overall duties were 
not basically the conduct of religious worship or the ministration of sacerdotal functions as contemplated by the 
Regulations, and therefore no part of his salary could be designated as a ministerial housing allowance.  

Similarly, in PLR 9124059 (3/21/1991), the IRS privately ruled that a Presbyterian minister employed by a 
Biblical counseling organization could not exclude any of his salary as a ministerial housing allowance.  The 
minister spent 50 percent of his working hours providing “spiritual and pastoral counsel to individuals about a 
variety of issues, including marital difficulties, depression, anxiety, sexual problems, eating disorders and gender 
identity.”  The minister’s counseling approach was based on “applying Biblical principles of human nature and 
behavior” to the problems of patients.  The minister spent 35 percent of his time preparing for and leading three 
small Bible studies groups and two discussion groups of other ordained ministers.  Ten percent of his time was 
spent preparing for and teaching Sunday school classes in nearby congregations; 5 percent of his time was spent 
on preaching, leading worship services, officiating at weddings and administering the sacraments.  Less than 5 
percent of the minister's time was taken up with administrative duties.  The IRS concluded that since only 5 
percent of the minister’s working hours were spent performing duties such as the conduct of religious worship 
or the performance of sacerdotal functions, none of the duties performed by the minister qualified as services 
performed in the exercise of his ministry.  Accordingly, the minister was not eligible to exclude any amounts 
designated as a housing allowance from his gross income.  

Numerous additional cases and rulings exist addressing what constitutes the conduct of religious worship and the 
ministration of sacerdotal functions – taking into consideration various facts and circumstances. 

Category 2 
The second category noted above (which covers “directing, managing, or promoting the activities of” an 
organization) is applicable only to ministers who are employed by a church, a church-controlled or denomination-
controlled organization, or an integral agency of a church-controlled or denomination-controlled organization.  
This category of services includes management and administrative leadership roles in covered organizations. 

A religious organization is considered church-controlled or denomination-controlled if it is organized and 
dedicated to carrying out the tenets and principles of a faith in accordance with either the requirements or 
sanctions governing the creation of institutions of the faith (Treasury Regulations §§1.1402(c)-5(b)(2) and 
31.3121(b)(8)-1(b)). 
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In this context, it is not completely clear if an association of churches, especially an interdenominational 
association of churches, is considered a church-controlled or denomination-controlled organization, or an 
integral agency thereof.  Therefore, for an association of churches, a facts and circumstances determination must 
be made; there are various cases and rulings which provide additional context regarding the factors that the IRS 
considers when making this determination. 

For example, in Rev. Rul. 56-187, the IRS ruled that Category 2 services performed by a duly ordained minister 
for an association of churches were in the exercise of his ministry.  The facts in the ruling indicated that the 
association was organized by local congregations in order that they might work together toward meeting the 
religious and moral needs of the community.  The association was an official interdenominational agency serving 
the member denominations and was under the supervision of a governing body of delegated representatives 
appointed by the member denominations.  The IRS concluded that, although the association of churches was not 
under the authority of a religious body constituting a particular church or church denomination, it was 
composed of churches having fundamentally similar objectives and the association’s governing body constituted 
“a central board of interdenominational strategy developing a common mind, planning united policies, and 
providing for concerted action resulting in the formation of policies embodying the dictates of each member 
denomination.”   

Further, Rev. Rul. 72-606 noted that in order to determine whether a church-related institution is an integral 
agency of a religious organization, the IRS “utilizes a number of criteria including the following:  (1) whether the 
religious organization incorporated the institution; (2) whether the corporate name of the institution indicates 
a church relationship; (3) whether the religious organization continuously controls, manages, and maintains the 
institution; (4) whether the trustees or directors of the institution are approved by or must be approved by the 
religious organization or church; (5) whether trustees or directors may be removed by the religious 
organization or church; (6) whether annual reports of finances and general operations are required to be made 
to the religious organization or church; (7) whether the religious organization or church contributes to the 
support of the institution; and (8) whether, in the event of dissolution of the institution, its assets would be 
turned over to the religious organization or church.”  The Ruling notes that the absence of one or more of the 
outlined factors is not necessarily determinative.    

Ultimately, the specific facts and circumstances of each particular situation must be evaluated in order to make 
a final determination as to whether an association of churches is considered a church-controlled or 
denomination-controlled organization, or an integral agency thereof, for purposes of determining if managerial 
and administrative services are “in exercise of ministry” and thus eligible for ministerial tax treatment. 

Other cases and rulings exist that address whether an organization is considered a religious organization under 
the authority of a religious body constituting a church or church denomination, or an integral agency thereof.  
Additional guidance is also available with respect to what constitutes control, conduct, and maintenance of 
religious organizations in this context.  

Category 3 
The third category above relates only to services performed pursuant to a valid assignment or designation by a 
minister’s church.   

A body of rulings and case law addresses the validity of clergy assignments for purposes of this provision.  A simple 
letter written by a church that purports to assign a minister to a particular position, that is primarily tax-motivated, 
and that is issued subsequent to the minister obtaining the relevant position, is not a valid assignment.  

This sample document is provided for general information purposes.  It does not constitute professional advice.  It is a generic 
document that is not specifically designed for your organization.  We have provided it as a matter of professional courtesy for 
you to consider, together with your legal counsel, as you determine policies and/or provisions of your governing documents 
that are appropriate for your organization.  In establishing your organization’s policies or provisions of your governing 
documents, you should consider, together with your legal counsel, your unique operational, financial, and legal circumstances. 

    Last updated: 07/28/2021 
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This	sample	document	is	provided	for	general	information	purposes.		It	does	not	constitute	professional	advice.		It	is	a	generic	
document	that	is	not	specifically	designed	for	your	organization.		We	have	provided	it	as	a	matter	of	professional	courtesy	for	
you	to	consider,	together	with	your	legal	counsel.		In	establishing	your	organization’s	policies	or	provisions	of	your	governing	
documents,	you	should	consider,	together	with	your	legal	counsel,	your	unique	operational,	financial	and	legal	circumstances.	
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