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CLERGY/PASTOR HOUSING ALLOWANCE KIT

A properly designated housing allowance can provide an important federal income-tax
benefit to an eligible minister. To receive this benefit, however, the allowance must be
officially designated by the church in advance—before the compensation is paid—and

both the minister and the church must maintain appropriate documentation.

This kit is designed to make that process easier. The Housing Allowance Worksheet
helps the pastor estimate eligible housing expenses for the coming year. The Request
for Housing Allowance Designation allows the pastor to formally submit the requested
amount to the church, while the Housing Allowance Designation Form documents the

amount approved by the church’s board or other authorized governing body.

The amount a minister may ultimately exclude from federal income tax is generally
limited to the lowest of the amount officially designated by the church, the minister’s
actual eligible housing expenses or the fair rental value of the furnished home,
including utilities and certain household expenses. The minister is responsible for
maintaining supporting records and determining the allowable exclusion when filing an
individual tax return. A housing allowance is generally still included when calculating
the minister’s self-employment tax.
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ChurchPay Pros offers complimentary consulting services to pastors whose churches are
ChurchPay Pros clients. Our team is available to answer questions about housing allowances,
voluntary federal income-tax withholding and other payroll matters unique to ministers.
Ministers may send questions directly to churchpaypros@accupay.com for assistance. Pastors
may also want to consult their own accounting professional before completing the Request for
Housing Allowance Designation form.

We recommend completing this kit before the beginning of each calendar year and whenever

a new eligible minister is hired or a minister’s compensation arrangement changes.
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Churches and ministers remain responsible for their compensation decisions, housing-allowance designations,
supporting documentation, tax elections and compliance with applicable laws. To the fullest extent permitted by
law, ChurchPay Pros and AccuPay, Inc. are not responsible for additional taxes, penalties, interest or other
consequences resulting from reliance on the complimentary consultation, incomplete or inaccurate information
provided to us, or decisions made by the church or minister.
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Housing Allowance Worksheet

Pastor’'s Name:

Employer:

For Year:

| estimate the annual expenses | will incur to maintain my household to be as follows:

Annual Mortgage Payments and/or Rent

Total Mortgage Payments

Rent (if house not owned)

Real Estate Taxes (if not included in mortgage payments)

Homeowner’s Insurance (if not included in mortgage payments)

Utilities and Services

Electricity

Gas

Water

Sanitation/Sewer

Scavenger/Trash

Cable TV

Internet Access

Telephone/Landline

(excluding long distance charges)

Alarm Service

Furnishings/Décor/Miscellaneous

Purchases of Furniture/Appliances

Decor Purchases (bedding, wall art, lamps, etc)

Association Dues

Umbrella Liability Insurance




All Other Household Costs:
(Please Describe)

Sub-Total S 0

Plus 15-20% allowance for unexpected housing expenses + $

Estimated Annual Housing Expenses (A) = $ (A)

Estimated Fair Rental Value of Home (Furnished):

Estimated House Market Value S

Rent Factor (multiply above by 15%) S
Estimated Fair Rental Value of Furnished Home (B) = S (B)
Suggested Housing Allowance for the year S

(Lower or A or B Above)




Request for Housing Allowance Designation

To:

Name of Employer
From:

Name of Pastor
Date:

RE: Housing Allowance for

Year

Attached to this cover letter is my Housing Allowance Worksheet for Calendar Year ,

in which | have reviewed my records and estimated my total housing allowance costs for the next year.
As an “ordained/licensed/commissioned minister of the gospel”, my understanding is that you will
consider my estimate of next year’s housing expenses and will officially designate a portion of my
compensation as a “housing allowance”, pursuant to Section 107 of the Internal Revenue Code. | further
understand that | have a responsibility to account for my actual housing expenses and any unused
housing allowance (allowance less actual expenses) will be treated as taxable income in my annual
personal income tax returns.




Housing Allowance Designation

To:

Name of Minister of the Gospel
From:

Name of Employer
Date:

RE: Housing Allowance Designation for

Year
We have reviewed your Request for Housing Allowance Designation for Year. , and
hereby resolve that $ of your. total

compensation is deemed as a “housing allowance” within Section 107 of the Internal Revenue Code. We
will report a ratable portion of each payroll check as a “housing allowance”, which is generally exempt
from income tax. It is your responsibility to maintain records of your actual housing expense in order to
determine the ultimate income tax treatment of your housing allowance.

Church Leader Date

Church Leader Date
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