Retirement Planning for

Pastors

ustainable Financial Security
Through Ministry Career

t Tax, & Church Retirement Plans (2025 Updated)

hurch Clergy Tax Management & Compliance







Why Pastors

Need
Specialized
Retirement

Planning




The Self-
Employment
Tax Burden

(2025)




Social Security
Decision: The

Form 4361
Choice




Solo 401 (k):
2025
Contribution
Limits &

Strategy




Solo 401(k) Real-World Example

Pastor (Age 48)

. Church salary: $50k

. Side consulting: $20k

. Total income: $70k

. Solo 401(k) Contribution:

. Employee deferral: $23,500

. Employer: ~$9,000 (25% of consulting after SE tax)
. Total: $32,500

Pastor (Age 56)

Church salary: $50k
. Side consulting: $20k
. Total income: $70k
Solo 401(k) Contribution:
. Employee deferral: $31,000 ($23.5k + $7.5k catch-up)
. Employer: ~$9,000 (25% of consulting)
. Total: $40,000




403(b): Church-
Sponsored
Retirement
Plans




SEP-IRA:
Simplified
Pension for
Small Churches




Retirement Plan Comparison: Which Plan Fits?

403(b) [ BEST

Highest limits
Non-ERISA option
Housing in retirement

SE tax savings

SEP-IRA (Good)

Minimal admin
Easy setup
No compliance

Housing limited




Housing
Allowance in
Retirement: THE
CRITICAL
ADVANTAGE




Housing
Allowance:
Maximum
Eligible Amount




Catch-Up
Contribution
s: Age 50+
Maximization




Investment
Strategy: Asset
Allocation by
Age




Retirement
Readiness:
How Much Is
Enough?




Building Retirement Income: Three-Legged Stool

Leg 1: Social Security
Estimated $1,800-2,500/month (if opted in)
Inflation adjusted

Lifetime benefit

Leg 2: Retirement Savings

Church 403(b)/401(k)
Solo 401(k) (side income)
Personal IRA/Roth

Leg 3: Housing Allowance
Tax-free from church
Reduces taxable income

Provides housing security




Common Retirement Planning Mistakes Pastors Make

X Mistake

. No retirement savings
. Rolling 403(b) to IRA
. Ignoring SE tax impact

- No documentation of housing

. Solution
Start 403(b) ASAP
. Keep in church plan

. Pre-tax 403(b) reduces SE tax

. Annual appraisal & designation




How to Get
Church 403(b):
Implementatio
n Guide




Pre-Retirement
Planning

Checklist (5
Years Before)




Pre-
Retirement

Checklist
Continued




Case Study: Pastor's Complete Retirement Plan

Scenario: Pastor Bob, age 45, $60k salary, married

Action Plan: (1) Start church 403(b) at $15k/year employee + $12k church match

Income Benefit: Saves $8,190 in self-employment tax ($27k x 30.4% effective SE tax rate)

By Age 50: $150k saved (20 years @ $7.5k growth)

By Age 60: $500k+ saved (increases to $40k/year contributions with church match)

By Age 65: $750k+ saved with 5-year catch-up boost

Retirement Income: $750k @ 4% = $30k/year + $24k Social Security + $18k housing
allowance = $72k/year tax-deferred

Tax Result: Only $30k taxable income (due to housing allowance benefit) at ~7% effective rate
= $2,100 taxes




Key Takeaways:
Retirement
Success for

Pastors




e Plan Housing Allowance e
Maximize Tax Benefits

Next: Independent Contractors & 1099 Classification




Th

ent  Protect Your Family
» Serve With Confidence
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