
Minister’s Housing Allowance FAQ 

Question Answer 

What housing expenses are 
eligible to be excluded from 
income?  

Eligible expenses include mortgage payments (principal and interest); rent 
payments; real estate taxes; property insurance; utilities (gas, electricity, water, 
sewer, garbage pickup, local telephone service); appliances and furniture 
(purchase or rental cost and repairs); remodeling expenses; homeowners’ dues; 
and pest control.  

What housing expenses are not 
eligible to be excluded from 
income?  

Cleaning services, food, and domestic help are not eligible to be excluded as 
income as part of a housing allowance. A housing allowance is available only 
for a principal residence, not for a second home, vacation home, business 
property, or a farm. Home equity loan payments can be excluded as part of a 
housing allowance only if the loan is used to pay for housing expenses such as 
remodeling. Home equity loan payments used for college tuition or anything 
other than eligible housing expenses cannot be excluded from income  

How much can ministers who 
own their homes exclude as a 
housing allowance from 
income for federal income tax 
purposes?  

Ministers who own their homes can exclude the lowest of the following three 
amounts from income for federal income tax purposes when their church 
employer properly designates a housing allowance for them: 

1. The housing allowance designated by their church; or 
2. Actual housing expenses (including mortgage payments, utilities, 
property taxes, insurance, furnishings, repairs and improvements); or 
3.The fair rental value of the home (furnished, including utilities). 

Example: Reverend Smith owns his own home, and his church designated 
40% ($16,000) of his $40,000 salary as an annual housing allowance in 
advance. His actual housing expenses for the year were  
$15,000. The fair rental value of his home (furnished; including utilities) was 
$17,000. Reverend Smith can exclude $15,000 from income because his actual 
housing expenses were lower than both the amount designated by the church 
and the fair rental value of his home. 

How much can ministers who 
rent their home exclude from 
income for federal income tax 
purposes?  

Ministers who rent their homes can exclude the lower of these two amounts: 
1. The amount designated by their church; or 
2. Actual housing expenses (including rent, renter's insurance, utilities, 
furnishings, repairs and improvements). 

Is a housing allowance 
counted as income for SECA 
taxes?  

Yes. A housing allowance may be excluded from income for federal income tax 
purposes, but not for SECA tax purposes.  
Example: Reverend Smith's designated housing allowance is 40% ($16,000) of 
his $40,000 salary. Assuming he can exclude the full amount designated by 
the church, he will not report the $16,000 as income for federal income tax 
purposes. But he will have to count the $16,000 as income for purposes of 
SECA taxes.  

Note:  

Retired ministers often ask what IRS form is needed to report housing 
allowance. There is no special form for reporting a minister’s housing 
allowance. The process described above is similar to that used when 
completing Schedule A – Itemized Deductions. For example, an individual may 
report total charitable contributions on Schedule A. The IRS does not ask for an 
accounting of all charitable contributions on Schedule A. The individual tax 
filer records a total in that category, keeping accurate records in the event that 
the IRS questions the amount claimed. 

 


