
Housing Allowance 
Tax Benefit 
for Ministers



Which ministers are eligible to receive this benefit? 
• Commissioned, licensed, or  ordained clergy

• Compensated for services performed in the exercise of ministry
• Can include performing management functions for a church, a 

denomination, or an integral agency of the church or denomination

• Can perform substantially all duties of an ordained clergy
• conducting religious worship
• administering sacraments

• performing marriages

• Considered a religious leader by the church
• And church by-laws or charter allows church to confer ministerial 

credentials



The housing allowance benefit is available for clergy who:



Clergy lives in church owned parsonage/ rectory/ manse



Clergy lives in a home he/she is buying or rents 



Determining the amount of the allowance



Designating the housing allowance in advance



Amending a designated housing allowance

• Include in board minutes of the church



Which housing costs qualify?

• Primary residence home costs 
• Not vacation or second homes

• Typical costs include: 

• House cleaning services (but not laundry)

• Remodeling costs



Which housing costs DO NOT qualify?

• Food 

• Food preparation services

• Child care 

• Cell phone

• Portion of home used for separate 
business or rental purposes



Taxation of housing allowance
: 



Sample Computation:

Scenarios 1 2 3

Housing Costs 32,000

Church Designation 30,000

Rental Value 
(furnished with 
utilities)

31,000

Amount Excluded 
from Taxable 
Income



Sample Computation:

Scenarios 1 2 3

Housing Costs 32,000

Church Designation 30,000

Rental Value 
(furnished with 
utilities)

31,000

Amount Excluded 
from Taxable 
Income

30,000



Sample Computation:

Scenarios 1 2 3

Housing Costs 32,000 32,000

Church Designation 30,000 35,000

Rental Value 
(furnished with 
utilities)

31,000 31,000

Amount Excluded 
from Taxable 
Income

30,000



Sample Computation:

Scenarios 1 2 3

Housing Costs 32,000 32,000

Church Designation 30,000 35,000

Rental Value 
(furnished with 
utilities)

31,000 31,000

Amount Excluded 
from Taxable 
Income

30,000 31,000

Taxable as “Excess
Housing Allowance” 0



Sample Computation:

Scenarios 1 2 3

Housing Costs 32,000 32,000

Church Designation 30,000 35,000

Rental Value 
(furnished with 
utilities)

31,000 31,000

Amount Excluded 
from Taxable 
Income

30,000 31,000

Taxable as “Excess
Housing Allowance” 0 4,000



Sample Computation:

Scenarios 1 2 3

Housing Costs 32,000 32,000 32,000

Church Designation 30,000 35,000 35,000

Rental Value 
(furnished with 
utilities)

31,000 31,000 32,500

Amount Excluded 
from Taxable 
Income

30,000 31,000

Taxable as “Excess
Housing Allowance” 0 4,000



Sample Computation:

Scenarios 1 2 3

Housing Costs 32,000 32,000 32,000
Church Designation 30,000 35,000 35,000

Rental Value 
(furnished with 
utilities)

31,000 31,000 32,500

Amount Excluded 
from Taxable 
Income

30,000 31,000 32,000

Taxable as “Excess
Housing Allowance” 0 4,000



Sample Computation:

Scenarios 1 2 3

Housing Costs 32,000 32,000 32,000
Church Designation 30,000 35,000 35,000

Rental Value 
(furnished with 
utilities)

31,000 31,000 32,500

Amount Excluded 
from Taxable 
Income

30,000 31,000 32,000

Taxable as “Excess
Housing Allowance” 0 4,000 3,000



Tax Planning for Housing Costs

• Pay off other debt before extra reductions to home 
mortgage



Reporting housing to IRS 

• W-2, box 14

• Form 1040 schedule listing



CPE needed?
By December 15, 2021 send an email requesting CPE, complete the 

course evaluation, and provide the list of  CPE codes provided 
during the presentation to:

(Only available for those attending live)

info@battershellnichols.com 

All CPE codes are provided in the presentation via polls


