January 20, 2016
POTENTIAL GOOD NEWS FOR MINISTERS
Ohio Ministries Friends:
This week I was informed by the Assemblies of God state pastor that the Ohio House Bill
95 may afford an exemption for “self-employment” wages earned in ministry, at the
municipal tax level. If you paid municipal income tax on from ministry income you may
be entitled to a full refund from your municipality of taxes paid for clergy income
for past years!!
At the outset, let me encourage you to contact your tax preparer or CPA if you have one.
If you don’t, and if you file your own taxes, you may wish to contact your local
municipality for further instructions. I am neither a tax preparer nor do I play one on TV,
so I am compiling this Mail Chimp article with a degree of hesitation. I also realize that
this email will tempt many of you to call our office for advice. We always love to hear
from the pastors in our state, however, please know that this email contains ALL the
information that we know. Your best and most expedient next call is to your tax
preparer of local municipality.
Here’s what we know: Information coming our way this week indicates it may be
possible that a number of Ohio ministers could qualify for a little known income tax
exemption related to your local municipality. The official language from a professional
CPA appears below for reference and our Director of Finance, Bob Fulton has verified
this with a second CPA. Attached below is also a memo from the Columbus Income Tax
Department and a RITA form for tax refunds.
What is this about? A few days ago, I received an email from my counter-part with the
Assemblies of God, informing me of a discovery that had recently been brought to his
attention about a provision in Ohio tax law that affected many ministers, which is set to
expire after the 2015 tax year. He told me that the Southern Baptist Convention in Ohio
had alerted him to this information after having verified the information with the
municipalities of Columbus, Westerville and the statewide RITA organization. All these
agencies indicated that many ministers have been exempt from paying municipal income
taxes for several years and, consequently, since most ministers were unaware of this,
these local municipalities were issuing refunds for the municipal portion of income taxes
paid in recent years. I have also been in contact with my municipality’s income tax office
(Delaware, OH) and am in the process of amending my 2012 - 2014 municipal income
tax returns. My city tax office is requesting me to file amended returns with W-2s and a
letter from my ministry reporting that my position was a qualifying ministry position and
that income received from my service in this position is exempt from taxation.
Apparently, it is now too late to file an amended return for all the years this provision in
the Ohio Tax was in place, but it sounds like it might be worth it to file an amendment
seeking credit for as many previous years as possible, (maybe 3 years or so?), if this
provision applies in your case.

Professional contacts who researched the matter and, to their admitted surprise, believe
this is a legitimate opportunity for interested and qualifying ministers to take advantage
of, at your discretion. Plainly stated, this could mean hundreds, if not thousands, of
dollars in tax refunds for many of our ministers. But remember, this window of
opportunity is quickly closing.
As I stated earlier, I am not a CPA so your best source of information moving forward is
to contact a qualified tax preparer or your local municipality or RITA branch office.
What we are giving you in this message is all that we know. If we learn more I will
certainly forward that information to you. It would still behoove you to do something by
April 15 at the very latest, from the information I have been given.
I would also encourage you to contact your fellow ministers right away to make sure they
are aware of this notification while there is still time to apply for a refund. A number of
our ministers and churches do not receive (or, here’s a shocker, some receive but don’t
read) every e-mail sent from the Ohio Ministries of the Church of God
I do hope this can be a blessing to many of our ministers and their families. Read below
for further clarification.
In this new year, I send my sincerest greetings of gratitude for the opportunity to serve
you as state pastor and director of ministries. Please know that I love you and am praying
that 2016 will be a sweet year for you as you serve the Lord and His Church!
Believing we are . . .
Better together!
Esther Cottrell
Statement from the CPA who researched this in conjunction with legal counsel:
Here is the authoritative point of view about a hidden hole in the Ohio Revised Code that
allowed ministerial income to be exempt from taxation:
1.Returns from 2012 to 2014 can be amended within 3 years up until the tax was due or
paid (usually April 15th) (ORC 718.19, new code section (this is different language and
the concept of when the tax was due is somewhat ambiguous)). The prior law that is in
effect until 12/31/2015 stated 3 years from when the return was filed (orc 718.12).
2.Old Ohio Revised Code Section 718.03(A)(2) code defines wages as qualifying wages
per Internal Revenue Code Section 26 USC 3121 (attached). This code section defines
wages as generally medicare wages and specifically states those wages received for
employment and employment is defined to exclude ministerial wages (subsection (b)(8)).
3.The proper preparation of a w-2 for ministerial wages is to record all income subject to
taxation in box 1 and to have withholding in box 2 and for the social security and

medicare tax boxes to not be completed. This is different than all other normal
employers. Ministers are not subject to social security tax. They must pay their own
social security tax on their form 1040 as self-employment tax. This is mandated, not
optional. If a minister has an entry in box 5 of the w-2, the w-2 was not completed
correctly and all returns should be amended, including the w-2
4.Because the Ohio revised code section 718.03(A)(2) defines wages in this manner, the
ministerial wages are technically exempt from city taxation. This is an Ohio Revised
Code mandate and not optional for the city. This was fixed by 718.01(R)(2)(e) which now
includes any wages subject to self-employment tax.
5.Thus, any ministerial wages reported on a w-2 with zero in box 5 are not subject to
municipal income tax and the return can be amended and a refund claimed.

