


Minister’s Housing
Allowance Information
THIS DOCUMENT is yours to keep and refer to as you consider and estimate the amount you will designate as “Housing Allowance” for the coming calendar year.  Please complete the accompanying form, “Housing Allowance Designation Form” and return.
WHO IS ELIGIBLE? 
Per section 107 of the Internal Revenue Code (IRC), the housing allowance exclusion is available only to "ordained, commissioned, or licensed ministers of a church with respect to services performed in the exercise of ministry, note: "Services performed by a minister in the exercise of his or her ministry include the ministration of sacerdotal functions and the conduct of religious worship, and the control, conduct and maintenance of religious organizations...under the authority of a religious body constituting a church or church denomination." The clergy housing allowance can be claimed for the calendar year in which ordination occurs.
WHAT IS INCLUDED IN HOUSING ALLOWANCE? 

Ministers Housing Allowance is limited to the LESSOR of ONE of the following three amounts:
1. The amount actually spent to provide a primary residence. 
· For ministers who rent a home, actual expenses would include the rent paid, utilities, and furnishings. 

· For ministers who own their homes, actual expenses include down payment, mortgage payments, legal fees, property taxes, fire and liability insurance, utilities, repairs and improvements, and furnishings. 

2. The "fair market rental value" rule 

The fair market rental value limit, plus all ancillary expenses described above, was re-established in a law passed by Congress and signed by the President in May 2002.  The fair market rental value of a residence can often be estimated by a professional real estate agent or broker in the community. Also, review ads in the local newspaper for rental prices of comparable housing units that are fully furnished.

3. The amount designated in advance as housing allowance. The amount of the clergy housing allowance must be designated by the governing board (the Session) of the congregation –annually– in advance. This is usually referenced in the minutes of the Session in January of each year for the coming year. Such designation may be adjusted over time as appropriate, but only with regard to subsequent payments. (Meaning it can be adjusted to be proactive, NOT retroactive). 

WHAT IF I CLAIM MORE THAN I HAVE RECEIPTS FOR? 

If an excess housing allowance is paid to a minister, the overage must be reported as “additional salary” on the minister's income tax forms. 
HOW CAN I GET MORE INFORMATION? 

IRS Publication 517 provides detailed information regarding housing allowance, and other clergy-related information, should Salem staff desire further understanding of this matter.
HOW DOES HOUSING ALLOWANCE AFFECT MY TAXES?
The amount you designate as housing allowance is not reported to you in form W-2 Box 1 as taxable income.  You do not pay federal income taxes on this amount, so long as you have receipts for substantiation of the entire amount.
DO note that when you calculate your Social Security Taxes (IRS Form SE) at tax time, that you must include the amount that was designated for housing along with the amount in Box 1 (your “salary”) on your W-2.  In other words, you DO pay Social Security taxes on your entire compensation: salary + housing.
Minister’s Housing Allowance

Designation Form for 20___
THIS DOCUMENT is to be completed and returned to HR.  Your signature below indicates that you want to exclude the total amount listed at the bottom from taxable income, and paid to you as “Housing Allowance” for the indicated calendar year.  This is a WORKSHEET FOR YOU.  We only need the TOTAL at bottom, your signature and date. 
(All Amounts are ANNUAL amounts [monthly x 12]):

EXPENSE ITEMS: 
• utilities: 
$ __________________________
   (electricity, heat, water, trash pickup, 


         internet, telephone) 
 

• furniture and appliances: 
$ __________________________ 

   (purchases and repair) 

• building repairs and remodeling: 
$ __________________________ 

• property insurance:
$ __________________________ 

• yard maintenance, landscaping and 

      improvements:
$ __________________________ 

• maintenance items:
$ __________________________

    (cleaning and maintenance supplies) 

• miscellaneous:
$ __________________________ 

FOR OWNERS 
• real estate taxes:
$ __________________________ 

• mortgage payments:
$ __________________________ 

• improvements:
$ __________________________ 

FOR RENTERS 
• rent payments, contents insurance:
$ __________________________ 
==============================================================================================
TOTAL DESIGNATED:
$ ___________________________ 

Minister’s Name:


Housing Allowance Designated $
 
                  For Calendar Year: ______________
Date:



Signature:

