THE WESLEYAN MINISTER AND SOCIAL SECURITY: CAN YOU OPT OUT?


Many have asked the question “Can I opt out of paying into the Social Security system” provided by the United States government? The following information is being provided to help you understand what is involved in making this decision.


There are those that have advised ministers to opt out of making social security payments and place the same amount of money each month instead into an annuity or insurance program, thus securing a more reliable retirement for the minister.


There are those in government circles as well as other financiers who have expressed their fear that the Social Security system is not safe and sound and thus there is a good chance that any money put into the system will be gone before the minister can receive any benefit.  One needs to keep in mind that arguments such as these are speculative; history has shown that when government sponsored programs of this kind run into financial difficulty, the government will take steps to insure that the program continues.


The IRS does recognize that some denominations have established a denominational position against social security, and the ministers of these denominations are exempt from participation in the social security system as a result of their denominational affiliation. The Wesleyan Church is not one of these denominations, and encourages Wesleyan ministers to participate in the social security program for their own benefit.


Can a pastor opt out of paying social security?  Is this legal? What requirements are there?


The Internal Revenue Code does allow a minister to exercise an option to not participate in the social security system.  In order to opt out, the minister must sign an application for exemption, IRS form 4361.  The regulations require that the ordaining denomination must be notified of the minister's decision to opt out, and the necessary form must be filed within a certain time frame after one begins to receive payment for ministerial services.  The form contains several statements that the minister must certify to, including the following statement:

“I certify that I am conscientiously opposed to, or, because of my religious principles I am opposed to, the acceptance (for services I performed as a minister . . .) of any public insurance that makes payments in the event of death, disability, old age, or retirement; or that makes payments toward the cost of, or provides services for, medical care.” (Public insurance includes insurance systems established by the Social Security Act.)


One of the key terms in this statement is the term "religious principles."  This means that the personal decision to opt out is based upon religious convictions which are an integral part of the individual's theology.  It is not enough to have the personal belief that the social security system is doomed to fail.  The court decisions and tax regulations on this issue are quite clear:  “the quest for exemption may not be based on economic grounds”.  There have been ministers who have exercised to opt out based on the belief the social security system will fail and they would have a much better and safer investment in an annuity or insurance program.  This is not a valid reason upon which to claim the exemption.


In reality, the effect of the statements the minister must sign in order to opt out of the social security system, are not well understood by many.  To opt out of the system is to declare theologically or philosophically that no matter what happens, the minister is opposed to ever asking for the benefits of any public insurance plan.  Even if the tax law would change in the future requiring all clergy persons to pay the taxes, the opposition would remain against filing for any benefits of any kind, because of religious principles and theology which will not allow it.  This is a very difficult position to take.  


Is it ‘possible’ there are Wesleyan ministers opposed to public insurance to the extent they can legitimately apply for exemption in good conscience?  Yes, but these individuals will be the rare exception.  When the nature of the exemption is understood there appears to be few who will take this position.


There have been ministers in the past that opted out of the social security system and later realized it was a mistake because they based their decision on information that was in error. Congress recognized that this was true, and opened a "window of opportunity" for ministers to "opt back into" the system without having to pay back taxes that would have normally been paid during this period of time. That happened back in 1988.


In January 1, 2000, yet another window of opportunity to “opt back into” the system was provided for a two year period requiring a minister to file a form with the IRS to revoke their previous decision.  That window was closed December 31, 2002.  Today it is not possible to reverse the decision to opt out once it has been officially filed with the IRS.  It is highly unlikely that the chance to opt back into the system will be offered again.


The choice to "opt out" of the social security system still exists for ministers today; however, it is recommended that you seek council from your legal and/or tax advisor before making this decision.

