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1  Introduction 
Queensland Baptist's Ministerial Remuneration and Stipend Guidelines for Registered Ministers  
recommend that a minister's remuneration/stipend can be split into two parts: 

1) A taxable component (salary / wages / stipend) 
2) A tax-free exempt benefit component.  

Normally, employees receiving benefits that are not salary, wages or superannuation payments have 
Fringe Benefits Tax applied as per the Fringe Benefits Tax Assessment Act 1986 (FBTAA). 

The Act, however, makes a special provision to exempt the organisation (employer) from Fringe 
Benefits Tax where: 

1) The organisation is a religious institution and holds current ACNC registration with the subtype 
of advancing religion, and  

2) The employee or spiritual appointee is a religious practitioner, and  
3) The benefit is provided in respect of the practitioner's pastoral duties or directly related 

religious activities.  

Many Queensland Baptist Churches have Ministers that satisfy the requirements of these special 
exemptions which means that a church could nominate that a portion of the Minister's remuneration 
or stipend be tax-free.  

There are strict rules around determining the eligibility of someone who may receive these exempt 
benefits and about the operation of any exempt benefits account. 

These guidelines have been prepared to help churches and their ministers understand these rules and 
implement exempt benefits for their Ministers in a legally compliant way.  

In these guidelines, the information presented is categorised in one of three ways 

Legal Requirements 
These are the requirements 

laid down by the ATO or other 
legal entities through 

legislation or other published 
rulings.  Churches and Pastors 

must comply with these 
requirements. 

 

Such information will be 
designated by the icon 

   

ATO Interpretation/Intent 
The ATO and others have 

provided information to help 
interpret the requirements of 
the ATO.  The desire for our 

Pastors will be to uphold this 
intent as the target for our 

practice. 
 
 

Such information will be 
designated by the icon 

 

QB Recommended 
Practice 

Given the Legal requirement 
and intent, this document 
seeks to define what we 

believe to be reasonable and 
best practice acknowledging 
there may be other ways to 

achieve the same results.  

Such information will be 
designated by the icon 
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2 What is an Exempt Benefits?  
A Fringe benefit is a payment to an employee or spiritual appointee1 that is different to normal salary, 
wages, stipend or superannuation, that is sometimes provided through motor vehicles, hospitality, and 
other non-cash benefits.   It arises when:  

a. "A benefit is provided during or in respect of a year of tax;  
b. The benefit is provided to an employee or an associate of the employee; 
c. The benefit is provided in respect of the employment of the employee; 
d. The benefit is provided by the employer, an associate of the employer or a third party; and 
e. The benefit is not an excluded benefit (for example, salary and wage income or 

superannuation)" 2 

Only those who are deemed to be employees for PAYG withholding tax purposes and who have salary 
or wage income that is subject to taxation in Australia are eligible to receive a Benefit.  

Fringe benefits are governed under the Fringe Benefits Tax Assessment Act 1986, and usually attract 
Fringe Benefits Tax (FBT) that is paid by the employer unless there is an exemption provided. 

Benefits where a FBT is payable are normally called Taxable Fringe Benefits. 
Benefits where a FBT is not payable are normally called Exempt Benefits (EB).  

3 Determining Eligibility to receive Exempt Benefits 
Under Section 57 of the Fringe Benefits Tax Assessment Act 1986 (FBTAA) some religious  
workers can be paid a Tax Exempt Fringe Benefit known simply as an Exempt Benefit.  

The ATO has created a Tax Ruling, TR 2019/3, to explain in what circumstances this  
exemption from FBT can be applied.  This ruling can be found here. 

The requirements for exemption under section 57 are summarised as follows: 

1) The organisation is a registered religious institution and holds current ACNC registration with 
the subtype of advancing religion, and  

2) The payment is to an employee or spiritual appointee that is a religious practitioner, or to their 
spouse or child and  

3) The benefit is provided in respect of the practitioner's pastoral duties or directly related 
religious activities.  

Each of these requirements are explained more fully below. 

 
1 For the Purposes of the Fringe Benefits Act, "’Employees’ includes company directors, a beneficiary of a trust who works 
in the business, office holders, common law employees and recipients of compensation payments.”  This would include 
any Pastor engaged in a church under an Employment Contract or any pastor engaged as a Spiritual Appointee to the 
office of Pastor.   In this guide, employee is understood to include a spiritual appointee, employer is understood to be a 
church who might appoint a spiritual appointee, and employment is understood to include a spiritual appointment.  
2 “Exempt Benefits for Religious Practitioners” by Saward Dawson, 21/7/21. 

https://www.ato.gov.au/law/view/document?LocID=%22TXR%2FTR20193%2FNAT%2FATO%22&PiT=99991231235958
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3.1 A benefit that is provided by a Registered Religious Institution 
The first criteria relates to the employer's status as a 'registered religious institution.'   
In determining this factor, the ATO considers whether the institution is registered with the  
ACNC as a charity with a subtype ‘advancing religion’ 3 even if this may not be its only or  
predominant subtype listed.  

An 'institution' is defined as "a significant body which is a recognised part of society and for which the 
grant of an exemption is seen to provide a public benefit." 4   It may take various forms, “including a 
company limited by guarantee, an incorporated association, an unincorporated association, a trust, or 
a body established under statute or letters patent." 5 

A church, whether incorporated or unincorporated, that is registered with the ACNC with the subtype 
‘advancing religion’, is eligible under this criteria to provide this benefit. 

3.2 An employee religious practitioner, or their spouse or child 
To be exempt, the benefit must be provided by a registered religious institution to an employee who 
is a religious practitioner or their spouse or child. 

The Tax ruling specifically broadens its definitions to cover Spiritual Appointments as typically used in 
QB churches when it notes:   

• "Employment' is given a wider meaning than its ordinary meaning and includes holding an office 
or appointment," 6 and 

• Employees receive salary or wages, but these terms have wider meaning than might ordinarily 
be the case7. 

 
3 TR2019/3 – Fringe benefits tax: benefits provided to religious practitioners, Date 19/6/19, Paragraph 7. 
4 Ibid., Paragraph 9. 
5 Ibid., Paragraph 10. 
6 Ibid., Paragraph 11. 
7 Tax is required to be withheld from payments made to religious practitioners who are spiritual appointees because  

1) The Fringe Benefits Tax Assessment Act (FBTAA) 1986, Section 136, defines Salary or Wages as: 
(b)  a payment from which an amount must be withheld (even if the amount is not withheld) under section 12- 47 
in Schedule 1 to the Taxation Administration Act 1953 where: 

(i) the payment is made to a religious practitioner by a religious institution; and 
(ii) the activity, or series of activities, for which the payment is made is done by the religious practitioner as a 

member of the religious institution. 
2) the Tax Administration Act 1953, Section 12-47 in Schedule 1 does not require the religious practitioner to be an 
employee stating  

12-47   Payment to religious practitioners 
An entity must withhold an amount from a payment it makes to a religious practitioner for an activity, or a 
series of activities, if: 
(a)  the activity, or series of activities, is done by the religious practitioner in pursuit of his or her vocation as a 
religious practitioner; and 
 (b)  the activity, or series of activities, is done by the religious practitioner as a member of a religious institution; 
and 
 (c)  the payment is made by the entity in the course or furtherance of an * enterprise that the entity * carries 
on. 

 



GUIDE – Financial Services  
EXEMPT BENEFITS FOR QB MINISTERS 
 

Exempt Benefits for QB Pastors.docx, Version 1.4, Dated 5/5/24. 6 | Page 
Approved for use by : QB Board, Date 30/5/24. 

 

3.2.1 Definition of a 'Religious practitioner' 
A 'Religious practitioner' is:  

• "a minister of religion 
• a student at an institution who is undertaking a course of instruction in the duties  

of a minister of religion 
• a full-time member of a religious order, or 
• a student at a college conducted solely for training persons to become members of religious 

orders." 8 

Religious practitioners at QB Churches would typically fall into one of the first two categories.   

3.2.2 Definition of a 'Minister of Religion' 
Except in rare cases, the ATO would expect a "minister of religion" to have all of these characteristics:  

1) "is a member of a religious institution, 
2) is recognised by ordination or other admission or commissioning, or has authority from the 

religious institution, to carry out the duties of a minister based on theological training or other 
relevant experience, 

3) is officially recognised as having authority on doctrine or religious practice, 
4) is distinct from ordinary adherents of the religion, 
5) is an acknowledged leader in spiritual affairs of the institution, and 
6) is authorised to act as a minister or spiritual leader, including the conduct of religious worship 

and other religious ceremonies." 9 

Just because a person works in ministry or for a church does not automatically make them a religious 
practitioner.  A church that wants to provide an EB to its employee must be able to demonstrate that 
they satisfy each of these criteria.  Examples of how these might be achieved are shown in Table 1. 
  

Table 1 – Possible ways to satisfy the Minister of Religion Tests.  

Criteria Examples of how criteria may be satisfied 
1) Membership of 

religious 
institution 

• Registered Minister of QB – Member of QB. 
• Member of a local church 

2) Recognition or 
bestowed 
authority 

• Registered or Ordained Minister with QB  
• Commissioned by a local church to a spiritual leadership role based on 

demonstrated training or experience and given authority as a result of 
this appointment. 10 

3) Official recognition 
of doctrine and 
practice 

• Registration with QB brings this recognition.  
• If not registered, a local church would need to clearly  

articulate that a person has authority in this regard.  

 
8 TR2019/3, Paragraph 12. 
9 Ibid., Paragraph 14. 
10 Note: It is strongly recommended that people who are not registered with QB do not use the title Pastor or Reverend in 
line with the findings of the Royal Commission into Institutional Responses to Child Sexual Abuse, 2017. 



GUIDE – Financial Services  
EXEMPT BENEFITS FOR QB MINISTERS 
 

Exempt Benefits for QB Pastors.docx, Version 1.4, Dated 5/5/24. 7 | Page 
Approved for use by : QB Board, Date 30/5/24. 

 

Criteria Examples of how criteria may be satisfied 
4) Distinct from 

adherents 
• The use of titles such as Pastor or Reverend by Registered Ministers 
• A paid role ministry with a local church  

5) Acknowledged 
Leader in spiritual 
affairs 

• Registration with QB brings this recognition. 
• If not registered, a local church would need to clearly articulate that a 

person has a spiritual leadership role. 

6) Act as minister or 
spiritual leader 

• Registration with QB brings this recognition. 
• If not registered, clear role descriptions prepared by a local church would 

be helpful to establish this authorisation. 

 
In applying these criteria, the ATO has provided a number of examples to help guide churches11.    

Example 1 – a Youth Leader 

David is employed by a registered religious institution to provide spiritual support  
to children, and to conduct the youth group. While David has a Bachelor of Theology,  
he is not ordained by the religious institution and is not commissioned or authorised by the 
religious institution to act as a minister or spiritual leader. 

He is not a religious practitioner and benefits provided to him will not be exempt from FBT. 

Example 2 – person commissioned  

Maya is commissioned by a registered religious institution to perform the pastoral duties of a 
minister of a religious institution. The religious institution employs her to run religious services 
on Wednesday and Friday, and to teach the Sunday school. 

Maya is a religious practitioner, and benefits provided to her by the religious institution will be 
exempt from FBT. 

Example 3 - employee doing administrative duties 

Arjun is employed by a registered religious institution that provides support services for other 
religious institutions. His duties are to write news and website articles for various religious 
institutions. He has academic qualifications in theology; however, is not recognised by any 
ordination, and is not authorised to act as a minister or spiritual leader. 

Arjun is not a religious practitioner and benefits provided to him will not be exempt from FBT. 

3.2.3 Application to QB Churches 
Any person:  

• Registered as a Minister by Queensland Baptists, or 
• Who is undertaking theological training at a recognised theological institution  

in order to become a Minister of Religion and is employed at a local church, even if in a part 
time capacity,  

clearly may be considered a religious practitioner.  

 
11 FBT and Religious Practitioners – examples, ATO QC59405, dated 28 April 2022 
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For others employed at a local church, but neither Registered by QB nor undergoing a course of study 
as approved by the Ministerial Services Committee, additional care needs to be taken by the local 
church to ensure they can satisfy all the eligibility criteria listed above.  

3.3 Pastoral Duties or Directly Related Religious Activities 
The third test about eligibility for Exempt Benefits is related to the types of duties  
undertaken.   A religious practitioner must principally be involved with:  

• pastoral duties, or 
• other duties or activities that are directly related 12  to the practice, study, teaching or 

propagation of religious beliefs.  

Pastoral duties are defined as duties associated with the spiritual care of people. Examples of pastoral 
duties provided by the ATO include: 

• “communication of religious beliefs, 
• teaching and counselling adherents and members of the community, 
• providing adherents and members of the community with spiritual guidance and support, 
• conducting an in-service seminar of a spiritual nature, 
• meeting with or visiting adherents, the sick, the poor, and others who need emotional and 

spiritual support, and 
• providing pastoral supervision to those engaged in pastoral duties” 13 

Missionary or evangelistic work would be included in acceptable pastoral duties as well as  
some secular activities that have a direct link between the conduct of those activities and  
religious beliefs of the participants. While it is acknowledged that there will be some 
administrative tasks done by pastors, this needs to be kept to a minimum for a pastor to  
be eligible for an EB.  

In applying these criteria, the ATO has provided a number of examples to help guide churches14.    

Example 4 – Writing spiritual content and preparing programs 

Brianna is a minister of religion employed by a registered religious institution. Her duties 
include writing spiritual content for the religious institution’s website and newsletters, as well 
as preparing programs for other ministers to use in spiritual study groups.  

These are directly related religious activities. Benefits provided by the registered religious 
institution to her in respect of carrying out these duties would be exempt from FBT. 

Example 5 – Writing spiritual content and preparing programs 
Gabrielle is a minister of religion employed by a registered religious institution. She is the 

 
12 “The words ‘directly related’ point to a close connection between the duties or activities of the religious practitioner 
and the practice, study, teaching and propagation of religious beliefs. In this context, duties and activities will be directly 
related where, in their essential nature, they promote the practice, study, teaching and propagation of religious beliefs.” 
TR2019/3 – Fringe benefits tax: benefits provided to religious practitioners, Date 19/6/19, Paragraph 49. 
13 Ibid., Paragraph 48. 
14 FBT and Religious Practitioners – examples, ATO QC59405, dated 28 April 2022 
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musical director for the religious institution’s weekly service. Her duties include: 

• scheduling performers 
• conducting rehearsals for the supporting band and backing vocalists 
• attending production meetings 
• managing the technical rehearsal.  

These are not directly related religious activities. Benefits provided by the registered religious 
institution to her in respect of carrying out these duties would not be exempt from FBT. 

Because of the nature of the requirements, a church will need to review each staff  
members’ duties on an individual basis to determine their eligibility and the extent to  
which, they qualify to receive exempt benefits.  

4 Administration of Exempt Benefits (EB) 

4.1 Nomination of Terms and Conditions  
Once the eligibility assessment has been undertaken, a Church can nominate that a portion of the 
practitioner’s remuneration or stipend be tax-free.  The arrangements made for any EB should be set 
out in the employment contract or spiritual agreement for the pastor including:  

•  the percent to be paid as wages/stipend & the percent to be paid as EB,  
•  permissible uses of EB funds (as defined in Table 2 below) and  
• the administration method your church chooses to use (see below).  

As per the QB Ministerial Remuneration and Stipend Guidelines For Registered Ministers, QB 
recommends eligible pastors be paid  

• 50% as a taxable component (salary / wages / stipend) 
• 50% as a fringe benefits component that are exempt benefits (EB)15.  

In instances where a pastor is employed/appointed on a part-time basis, it does not contravene these 
guidelines to receive more than 50% of that remuneration as EB, providing the total EB is not more 
than 50% of a fulltime remuneration/stipend. 

4.2 Establishing the Exempt Benefits Account 
Any EB amount must be paid via a different method to your normal salary, wages or  
stipend.  It is the intent that the EB can not in any way be taken as a cash payment.     
For this reason, a separate EB account should be established that meets the following  
criteria: 

• The account must be in the church's name, not the pastor’s name.  
• Signatories should be the Pastor (and their spouse if applicable) 

 
15 While it is legally possible to pay 100% of a pastor's remuneration as tax exempt benefits, such an extreme 
arrangement, or anything approaching it should be avoided.  The current arrangements are very generous and we must be 
careful not to abuse them or the government may take steps to cap the exempt benefits as they have recently done with 
PBI’s and hospitals. QB have therefore historically decided that a 50:50 split is our recommendation.  
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If a church is applying to Baplink for an EB account, they must provide a declaration  
that they have confirmed the eligibility of the applicant to receive EB and the pastor  
must declare that they understand their responsibilities and their willingness to comply  
with the obligations of having an EB.  

4.3 Administration of Exempt Benefits 
4.3.1 Allowable Expenses:  
A list of allowable and non-allowable expenses are shown in Table 2 below.  

Table 2: Allowable and Non-allowable Expenses 

Allowable Expenses Non-Allowable Expenses 

• Groceries 
• Car expenses (registration, fuel,  

repairs, etc.) 
• Insurance (house, health, travel, pet, 

etc.) 
• Utilities 
• School or study fees 
• Mortgages (without rental income) 
• Clothing 
• House maintenance and improvements  
• Entertainment (including subscriptions)  
• Travel  
• Medical Expenses (not covered by 

medicare) 
 

• Offerings, tithes, or donations16 
• Loans to third parties17 
• Donations via lottery or raffle  

tickets18 
• Superannuation contributions19 
• Transfers to personal accounts (where it 

can be taken in cash) 
• Cash withdrawals or advances (including 

traveller’s cheques)20  
• Any expenses that are being claimed as tax 

deductions21 
• Fines or penalties (e.g. parking,   

speeding) 22 
• Taxation debts, including  

income or withholding tax, HECS, etc 
• Centrelink debts for overpaid family 

allowance, etc 

 
16 Fringe Benefits must be given to the Employee or their associate and expended on a good or service.  Gifts such as 
offerings, tithes or other donations are given to a third party with nothing received in exchange – there is no good or 
service the pastor receives for that gift and so they can not be considered as allowable expenses. 
17 As per note on Offerings, Tithes and Donations above – No goods or services received. 
18 As per note on Offerings, Tithes and Donations above – No goods or services received. 
19 Contributions to complying superannuation funds are specifically excluded from being a fringe benefits.  See (FBTAA) 
1986, Section 136, definition of “Fringe Benefits” part (j). 
20 For a benefit to be a fringe benefit it must be paid by the employer for a good or service. This means it cannot be paid in 
cash to the employee.  A cash payment would be considered as untaxed cash income to the religious practitioner and the 
church may incur a withholding tax liability for failing to deduct tax.   
21 Expenses reimbursed from a Fringe Benefits account are deemed to be payments by the Church on behalf of the 
Minister and are not claimable as tax deductions. A pastor therefore cannot claim an expense as an Exempt Benefit if they 
have claimed it as a Tax Deduction.  Similarly, a pastor can not claim a Tax Deduction for anything they have claimed as 
Exempt Benefit. 
22 Fines, penalties or taxation or centrelink debts are considered personal liabilities which pastors should be responsible 
for out of their taxable income and not paid by the church through Fringe Benefits.  Thus it is recommended that these 
not be paid through Exempt Benefits. 
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Allowable Expenses Non-Allowable Expenses 

• Mortgages payments in excess of 
minimum repayments on accounts with a 
redraw facility23   

4.3.2 Managing the Percentage taken as an Exempt Benefit:   
Whether you are an employee with an Employment Contract or a Spiritual Appointee with  
a Spiritual Appointment document, the arrangements entered into in the Employment  
contract or Spiritual Appointment are important.  QB recommend that 50% of a remuneration  
/ stipend will be taxable and 50% will be able to be taken as an EB.  What ever arrangement is intered 
into, by the Church with the pastor, this must be followed precisely. 

Consider the case where a pastor saved up their EB over a number of years and drew this down in a 
single year such that the total percentage of taxable income compared to EB for that year was far less 
than 50%.  If audited, the pastor may be liable for a unexpected tax bill as their contract clearly states 
that their remuneration is 50% taxable in any given year.   To avoid such situations occuring, it is 
recommended that the following simple practices be adopted 

1. QB Pastors keep the balance of their accounts to a minimum; 
2. QB Pastors empty their accounts at the end of each financial year and do not save EB amounts 

across financial years;  and 
3. QB Churches do not pay interest or GST credits back to the Pastor through the EB account.  

 
23 With reference to ATO ID 2001/532 Fringe Benefits arrangements involving loans with redraw facilities, the ruling in 
part states:- 

“An arrangement for the Employer to repay the Employee’s loan account (with or without redraw facility) is 
considered to be an ‘Expense Payment Fringe Benefit’ provided by the Employer to the Employee under Section 20 
of the FBTAA. 
The full amount borrowed by the Employee is viewed as the obligation of the Employee, which has been partially 
met by the Employer. 
The fact that the Employee may or may not have utilised the redraw facility would not affect the arrangement. 
According to paragraph 39 of Taxation Ruling TR 2000/2 any redraw would constitute new borrowing of funds 
that can not be traced to the extra repayments.”  

 While the ATO has cleared the way to pay mortgage payments to loan accounts with or without redraw 
facilities, our recommendation is that QB Pastors not to use EB for any mortgage payments in excess of the minimum 
loan repayments to accounts with redraw facilities that would allow for a potential redraw at some point in the future.  
Part of the documentation for this should be a notice from the bank regarding minimum repayment due.   
 
With reference to ATO ID 2002/614 Payments made to a home mortgage offset facility account, the ruling in part states:- 

“An arrangement for the Employer to pay an amount into the Employee’s home mortgage offset account is not 
considered to be an ‘Expense Payment Fringe Benefit’ provided by the Employer to the Employee under Section 20 
of the FBTAA. 
The payment is not made in relation to an ‘obligation’ in respect of ‘expenditure incurred’ by the Employee but 
rather, an amount merely deposited by the Employer into an account of the Employee for the Employee. The fact 
that some or all of the funds in this account may subsequently be transferred into the home mortgage loan 
account should not change the nature of the initial payment from one of ‘a deposit’ to an ‘expense payment’. It is 
a payment of salary and wages and the Employer will be required to withhold an amount from the payment 
before it is paid into the Employee’s home mortgage offset facility account”. 

 QB Pastors should never use EB to contribute to a home loan offset account.  
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4.3.3 Direct Payments:  
It is preferable to pay benefits directly to the service/expense provider.  

If payments are to be paid directly to a pastor’s personal account, they must be  
reimbursements of expenses already paid and must be supported by receipts of  
expenditure in the appropriate form.  

4.3.4 Account Balance:   
The EB account cannot be overdrawn.  It is the pastor’s responsibility to ensure that there are sufficient 
funds in their EB account to pay for any expense.  

4.3.5 Leave Payments:  
The agreed salary/stipend and EB should be paid as normal when leave is taken.   

4.3.6 Claiming GST:  
If a church wishes to claim back the GST component from any expenditure, it is able to  
do so.   While there is some debate about whether this may be credited back to the  
pastor, our recommendation is that it should not be credited back to the pastor though  
it may be retained by the church for its own benefit24.  It should be noted that there are  
strict rules around what GST is claimable under a FB and advice should be sought from a tax 
professional before a church attempts to do this. 

4.3.7 Interest on EB:  
Until an EB is claimed by the pastor, the money attributed to an EB bank account belongs to the 
church.  Any interest accrued should be transferred back to the church’s operating account. 

4.4 Common Pitfalls to avoid. 
4.4.1 Taking EB as Cash  
Payments directly to the Pastor as cash are considered to be part of the taxable component of a salary 
or stipend.  And thus, if any cash is withdrawn from an EB account by a pastor without it being applied 
to an eligible expense, it needs to be declared as part of your tax return and tax will be payable on it.  

A Minister may convert an amount allocated to their EB account into a cash payment at any time, 
including as part of their termination package.  Such payments will be included with their normal pay 
cycle and are subject to tax. They will be subject to tax at the Pastor’s marginal rate, and will be included 
on the Minister’s annual payment summary (income statement) as gross income. 

4.4.2 Using EB for non-allowable expenses 
The pastor should not use EB funds for any non-allowable expenses listed in Table 2 above.  

 
24 David Unwin has examined this issue and his conclusion is “I can see the arguments for either side but I would lean 
towards the practice of the church claiming and keeping the credit. This would provide for much simpler administration 
practices for the volunteer Treasurer who would have to dissect GST refunds between church and various employee 
accounts.” Quoted from a paper entitled, Claiming GST Input tax credits on reimbursed Expenses paid from Ministers 
Benefits accounts, David Unwin Accountant Tax Agent.   This is based in part on the advice of Saward Dawson in their 
Church GST Handbook which states “The GST on reimbursements to employees can also be claimed.  The Taxation Office 
has issued a ruling on how GST pplies to fringe benefits. In that ruling it confirms that employers are entitled to claim GST 
on the reimbursement of specific expenses incurred by employees, including private expenses that are fringe benefits.”   
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4.4.3 Ending Employment & wrapping up the EB Account 
Employment termination payments (gifts/payment in lieu of notice) and unused leave that  
may be owed cannot be paid as EB on termination. 

At the end of the pastor’s employment/ministry, the remaining balance of EB must be  
expended as soon as practical.  The church may keep the EB account open for a short period  
(suggest no longer than 1 month) to allow the pastor to expend any funds that remain. 

4.4.4 Providing EB in excess of 50% of remuneration / Stipend 
As discussed above in 4.3.2, any provision of an EB in any given year greater than the agreed 50% may 
open the Pastor up to action from the ATO.  Measures should be implemented to avoid this situation 
from occurring. 

4.5 Minimum Documentation  
Because the EB account is a church account (business account), there are minimum  
requirements for documentation to be kept.   Minimum requirements include: 

• An invoice or tax receipt documenting the details of the expenditure.   
• Invoices and receipts must be kept for at least 7 years.  
• The Pastor is responsible for providing the required records for their EB expenditure.  
• The Church is responsible for collecting and storing records for their church accounts.  

It is encouraged that churches consider storing this documentation electronically.  

4.6 When a pastor needs to declare their Expense Benefits  
Exempt Benefits may need to be declared by a pastor under certain circumstances.   This is the 
responsibility of the pastor to provide the correct information.  

Tax Returns:  For Employees, while EBs are not considered taxable income, they are now reported as 
‘Salary Sacrifice - Type O’ for Other Employee Benefits. This is due to changes with Single Touch Payroll. 

For Spiritual Appointees, EB’s will not be reported through the Single Touch Payroll.  Churches should 
refer to the Implementation Guide for Spiritual Appointments.  

Centrelink: If a pastor is receiving family tax benefits or Centrelink payments they will need  
to clearly communicate the details of their EB. While there is no direct cash benefit, EBs can  
fall within Centrelink’s income tests for some allowances. 

Centrelink uses the term “minister of religion” rather than “religious practitioner”. Ministers of religion 
are considered to be 'holders of religious office' rather than employees or self-employed. This means 
that the gross income of the minister is counted as income for social security purposes. This ensures a 
consistent income test treatment of income of ministers of religion for income support payments. 
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When contacting or dealing with Centrelink therefore pastors should: 

• Ensure they are aware you are a Minister of Religion.  
• Never refer to the tax free portion as Fringe Benefits, always refer to it as the Exempt Fringe 

Benefit portion. This avoids confusion with reportable Fringe Benefits which are grossed up for 
income test purposes. Exempt Fringe Benefits should not be grossed up.  

• “Exempt fringe benefits” are not required to be shown on the PAYG Summary of eligible 
religious practitioners and therefore are not Reportable Fringe Benefits. 

• Centrelink will allow a reasonable percentage to be deducted from the exempt benefit portion 
for expenses directly related to Pastoral duties. This should be supported by the basis on which 
it is calculated. 

• Reimbursement of expenses incurred as a part of ministry and which do not form part of the 
package do not form part of income. e.g reimbursement of mileage/travel expenses, out of 
pocket expenses etc.25 

Home Loans and other borrowing: Banks and other lending organisations may not be familiar with 
the provision of EBs and so a pastor might need a letter from their church that declares the details of 
their remuneration / stipend package and that the EB is considered part of their regular income.  

5 Two Recommended Operating Methods:  
While there may be numerous ways of satisfying the requirements of operating EB accounts,  
the following are the two recommended options for QB Churches to consider.  

5.1 Pastor-Managed with a dedicated Pastoral Exempt Benefit  
Bank Account 

This is the most common method to manage EB accounts.  

The church deposits the agreed % of remuneration/stipend into a bank account that is specifically set 
aside for the EB for that pastor (e.g. Brisbane Baptist Church – Smith Benefit Account). This account 
usually would have the pastor and possibly a spouse as a signatory. The Treasurer could be a signatory 
if the church desired, though this is not necessary.  

If desired, this account can be set up with a purchasing card, direct debits (e.g. subscriptions, insurance 
etc.), BPAY and facility for other normal payments.  

The church still needs to collect and store the documentation from the pastor and any interest accrued 
should be transferred back to the church’s operating account. 

The advantage of this approach include: 

• simpler and efficient process, for both the pastor and the church,  
• the pastor is able to monitor EB balances themselves, 
• the pastor can easily set up and manage standing expense payments (e.g. loan repayments, 

insurance payments) and 
• minimal administrative work for the church. 

 
25 Fringe Benefits for Churches, 2019, published by Add-Ministry Inc, accessed at 
www.addministry.org.au/Documents/Docs/Fringe_Benefits_for_Churches_2019.pdf on 14/3/24. 
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Disadvantages include: 

•  higher risk of not collecting required documentation,  
•  higher risk of the pastor making non-allowable expenses, and 
•  requires an auditing process (suggest annual) be to be managed by the church to ensure usage 

is compliant. 

5.2 Church-Managed with a Liability Account held in the Church Balance 
Sheet and Reimbursements issued upon receipt of claims.  

In this case, the church sets up a dedicated church bank account to hold EB payments for its pastors.  
The church will maintain a running balance of the exempt benefits internally. To receive the benefits, 
the pastor will submit reimbursement claims along with tax invoices for their expenditure using the 
processes set up by the church. Once approved, this is then transferred to the pastor’s normal bank 
account.  Note that reimbursement claims could be for multiple expenses, even for expenses incurred 
for a whole month.  

The advantage of this approach include:  

• Expenses will be checked if they are allowable or not at the time of reimbursement, and 
• The church will have the documentation and will store it correctly in their own records, and 
• The church can easily claim back GST.  

Disadvantages of this approach include: 

• the time and effort involved by the church in managing the reimbursement process,   
• the pastor has to make a claim before being reimbursed,   
• the pastor has to carry the cost of the expense while a claim is processed, and 
• the church will likely have to establish a system for reporting EB account balances to pastors. 

Version Control  
Version Date Main Changes 

1.0 9/1/24 Original Document.  

1.1 7/2/24 Original Document with reviewed changes 

1.2 12/3/24 Changes made in response to the Board’s questions about 
Legal Requirements, Intents and Best Practice.  

1.3 19/3/24 Changes related to Accountancy Review including inclusion 
of legal references and clarifying questions about non-
allowable expenses, other administrative practices and 
pitfalls.  

1.4 5/5/24 Renaming 3 Categories. Deleting Appendix 2. Clarifying 
section 4.3.2. 
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Appendix 1 – Request for Baplink Exempt Benefits Account 
This form is to be submitted with a Baplink Application for an Exempt Benefits Account. It is also may 
be adapted or used by churches to assess whether a person is eligible for an Exempt Benefits Account 
and to obtain a declaration by that person acknowledging and accepting their responsibilities in 
regard the operation of this account.  

Two declarations are required. 
1) by the church applying for an account all eligibility criteria are satisfied by the church and 

pastoral applicant, and 
2) by the pastoral applicant that they understand their obligations and agree to abide by them. 

Declaration by Church  

Name of Church:  ___________________________________________________________________  

Pastoral Applicant Name:  _____________________________  Role Title:  _____________________  

Authorised Leader making this declaration:  

Name:  ____________________________________________  Role:  _________________________  

I declare (with reference to the ATO Tax Ruling TR 2019/3 - Fringe benefits tax) that: 

TR2019/3 
requirements 

Declarations – please tick the relevant boxes.  Doing so will indicate your 
compliance to the requirements of the ATO in regards Exempt Benefits.  

A benefit 
provided by a 
registered 
religious 
institution. 

 Our church is currently registered with ACNC as a Charity. 
 Our ACNC registration states our charity subtype as “Advancing Religion.” 

To an employee 
religious 
practitioner, or 
their spouse or 
child. 

 The applicant is employed or is a spiritual appointee at our church. 
 The applicant is a Registered Minister with QB. 
 The applicant is a ‘minister of religion’ specifically they are 
 a member of a religious institution 
 recognised by ordination or other admission or commissioning, or has 

authority from the religious institution, to carry out the duties of a 
minister based on theological training or other relevant experience, 

 officially recognised as having authority on doctrine or religious practice, 
 distinct from ordinary adherents of the religion, 
 an acknowledged leader in spiritual affairs of the institution, and 
 authorised to act as a minister or spiritual leader, including the conduct of 

religious worship and other religious ceremonies. 
 The applicant is a student in an approved course to enable them to become a 

minister of religion.  
 The Exempt Benefits will be paid to the applicant, their spouse or child. 
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In respect of the 
religious 
practitioner’s 
pastoral duties 
or directly 
related religious 
activities. 

 The principal duties of the applicant are pastoral duties or other related 
duties.  
(Please select their principal duties from the following list. Select all that are 
relevant) 
 communication of religious beliefs, 
 teaching and counselling adherents and members of the community, 
 providing adherents and members of the community with spiritual 

guidance and support, 
 conducting an in-service seminar of a spiritual nature, 
 meeting with or visiting adherents, the sick, the poor, and others who 

need emotional and spiritual support,  
 providing pastoral supervision to those engaged in pastoral duties, or 
 other duties or activities that are directly related to the practice, study, 

teaching or propagation of religious beliefs. 

General 
Requirements. 

 We have provided information about compliance obligations to the pastoral 
applicant. 

 We will keep all records for 7 years.  
 We will assume responsibility for monitoring compliance for the operation of 

this account and have processes in place to achieve this.  

 

Signed:  ____________________________________________  Date:  ________________________  

 

Declaration by Pastoral Applicant 

 
I declare (with reference to the QB Guide Exempt Benefits for QB Ministers) that: 

 Declarations – please tick each box to indicate your understanding of and 
willingness to operate your account in accordance with the minimum stated 
requirements … 

General 
requirements 

 I have read the QB Guide Exempt Benefits for QB Ministers and am aware of 
my obligations under it, specifically, I am aware of  
 the allowable and non-allowable expenses of this benefit. 
 my responsibility to provide receipts / invoices for all expenses 
 the prohibition of taking benefits as cash 
 that benefits should be expended in the year they accrue and the balance 

of my account should be reduced to zero by the end of each financial year.  

 

Signed:  ____________________________________________  Date:  ________________________  
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