
Why Are Pastors Selected for Audit?

“Be sober, be vigilant; because your adversary the devil walks 
about like a roaring lion, seeking whom he may devour” (1 Peter 
5:8). 

In my two plus years auditing pastors as an Internal 
Revenue Agent I learned a lot about the government as 
well as about churches. First, the government is 
BROKE, and they want to get resources from 
anywhere they can. They know that the church has 
special privileges written into law, so they attempt to 
circumvent those privileges. It takes all but an act of 
Congress to audit a church because of the perception of 
separation of church and state (which, by the way, is 
nowhere in the Constitution). However, instead of 
auditing the church, the IRS goes in the back door and 
audits the senior pastor. 
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If the IRS finds that the pastor’s personal tax returns have 
“irregularities” then they often make a public mockery of 
him/her and the agent on the case may get cash rewards. 
IRS agents love to audit ministers and politicians because 
these high-profile figures can get them promotions if they 
cash in big on audit adjustments. 

If during the audit of a pastor or minister “fraud” is found,



not only is that person likely to be brought up on criminal 
charges and prosecuted but also the agent will have the 
ammunition needed to request an audit of the church. We 
will discuss church audits in a later lesson. 

When I was an agent I was selected to head up what was 
loosely called “The Preacher Project.” The IRS noticed 
that there were specific areas of ministers’ tax returns that
yielded them large sums of money during audits. I 
received tax returns from all over Georgia and sent the 
ones with addresses that were far outside Metro Atlanta to
various IRS satellite offices for audit. Before I sent a tax 
return to another city and before I audited the ones from 
the Atlanta area I tested them for “audit worthiness.” 

It may come as a shock to you, but the main way a 
pastor’s tax return was selected for audit was because an 
informant “turned him or her in.” Yes, disgruntled 
congregants or employees would either call in to the 1-
800 hotline or write a detailed letter about “what the 
pastor is up to.” If the person called the hotline an IRS 
employee would try to get the person to reveal their name 
but if they didn’t, the employee would write down all of 
the information given by the informant. 
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Once the information from the call was placed on paper 



or once the letter was secured, that pastor’s tax return was
pulled and the write-up/letter along with the tax return 
was sent to me. From there I would read the information 
and see if the tax return was audit worthy. Audit worthy 
meant that what the person accused the pastor of would 
affect the tax return, in that the pastor would owe       
additional taxes. For example, if the letter accused the 
pastor of using drugs (which was the case in one of my 
audits) and that was the only accusation it was not audit 
worthy unless lots of drugs were involved and his income 
was not enough to pay for a drug habit. Another example 
is when the pastor was accused of sleeping with multiple 
women in the church. Those tax returns were sent back to 
the IRS service center because that was a God issue and 
not an IRS issue. 

About 98% of the cases that I received were audited. Here
are some of the main reasons that Pastors were audited 
when I was an agent. 

• Treating funds received from the church on a weekly 
basis as non-taxable “love offerings.” 

• Receiving a small salary but a large housing allowance. 

• Not reporting funds from speaking engagements. 

• Using church funds for personal endeavors (private 
inurement). These were not the only reasons, but these 
were the most frequent reasons that pastors were audited. 



Sometimes an informant was happy to leave his or her 
name, as long as they were assured that the pastor 
wouldn’t find out. Some didn’t care if the pastor found 
out or not. These people 
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often wanted a cash reward. Did you know that when 
someone “rats out” a pastor or anyone else to the IRS and 
that audit results in additional tax due, the informant 
could receive a cash reward? Welcome to the new     
dystopian world! 

When I received cases where an informant was involved 
the information received by the informant was kept in a 
pink folder. That pink folder was NEVER to leave my 
office, so there would be no chance that I mistakenly took
information with me that would reveal the identity of the 
informant. I don’t recall the actual number of informant 
cases that I worked where the informant wanted a cash 
reward, but it was surely more than one. After I submit- 
ted the case for collection I was no longer in the loop to 
witness whether informants received rewards and how 
much, but to show you how much incentive the IRS gives
informants, here in an excerpt from the IRS regarding 
informant rewards: 

“The IRS Whistleblower Office pays money to people 



who blow the whistle on persons who fail to pay the tax 
that they owe. If the IRS uses information provided by the
whistleblower, it can award the whistleblower up to 30 
percent of the additional tax, penalty and other amounts 
it collects.”1 

As you can see, if the informant thinks that the pastor has 
greatly benefited from whatever was reported, there is 
substantial incentive to let the IRS know about it. 

1 Publication1828.pdf.o 
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One of the most egregious informant cases that I    
encountered was when a former church accountant sent a 
letter to the IRS. Because this man had worked with the 
church’s finances for some time he had a lot of guts to 
spill. Some of the issues he raised were: 

• The pastor’s wife never cooked, and they went out to eat 
every Sunday with funds from that Sunday’s offering. 

• The pastor and associate pastor went on frequent family 
vacations using church funds. 

• The pastor and associate pastor took church funds and 
made investments. 



• The pastor and associate pastor went to Reno and Las 
Vegas, Nevada to gamble with church funds, claiming 
that the wealth of the unrighteous was stored up for the 
righteous. Interestingly enough, they won over $10,000 
during the Nevada trip. I know this because I pulled a 
Currency Transaction Report (CTR) on the pastor and the 
associate pastor and discovered the winnings. Under 
federal law, banks are required to report any transactions 
(cash deposits or withdrawals) that total more than 
$10,000 in any single day to the Treasury. This 
information is included on a Currency Transaction Report
(CTR). The purpose of the CTR is to help the government
track large transactions and prevent money laundering. 
Needless to say, this case was a mess and I was glad to 
get it done and turned in to my manager. It came back to 
haunt me later when, years after I had left the IRS, the 
pastor attempted to subpoena me in as a hostile witness 
against the accounting firm that took over after the 
informant 
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accountant left. The pastor was suing the new accounting 
firm and somehow my audit, which bled into the time of 
the new accounting firm, was said to be key to the case. I 
refused to cooperate, and I never heard from them again. 

Pastors should not just depend on others to make sure that



their personal houses are in order. They should be 
proactive in ensuring that all of their financial 
transactions are above reproach. The slightest 
indiscretion, like going to the store with the church credit 
card to get air freshener for the sanctuary but picking up a
small flat-screen TV for home at the same time, can break
up a congregation. 

Make sure that the people doing the accounting at the 
church and the ones preparing your personal tax returns 
are above reproach and know what they are doing. To the 
IRS and to angry congregants and outsiders, ignorance of 
the rules is no excuse. 

Pastors and ministers must be very careful about what 
they say and do (Ephesians 5:15 NKJV) tells us to walk 
circumspectly, not as fools but as wise. You are being 
watched each day that you step out of your home. Make 
sure what you do glorifies God or the next “Preacher 
Project” IRS agent out there may be knocking at your 
door. 


