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Recent Developments

Recent Developments

Clergy continue to be faced with a plethora of tax and finance developments. A summary of some of the
more significant developments follow (see the “In the News” link at ECFA.org for current updates on
these issues and much more):

Health care reform. The Patient Protection and Affordable Care Act (ACA), passed by Congress in
2010, overhauled the nation’s health care industry and has brought with it numerous changes to the
tax code. The following is a summary of major ACA provisions directly impacting clergy:

o Individual responsibility provision (“individual mandate”). As of January 1, 2014, most
ministers were required to maintain “minimum essential” health care coverage as defined by the
law or be subject to a penalty tax known as the individual shared responsibility payment. For
2016, this penalty is the greater of (1) a flat rate of $695 per adult and $347.50 per child (up to
$2,085 for a family), or (2) 2.5% of household income, whichever is greater. The penalty is
calculated based on the number of months in the year that the taxpayer is without the required
coverage, and a taxpayer will not be penalized for a single gap in coverage less than three
months. Individual shared responsibility payments are made along with the filing of federal
income tax returns. Most ministers can avoid these penalties by obtaining health care coverage
through their employer’s plan or purchasing “Bronze” level coverage through a government
exchange (or equivalent coverage through a private insurer).

o Health FSAs limits. Health FSAs have traditionally been subject to a “use-or-lose” rule, under
which employees must forfeit any remaining FSA amounts that are not used up during the plan
year. Additionally, beginning in 2013, health FSAs became subject to a $2,500 annual limit
indexed for inflation under changes brought by health care reform ($2,550 limit for 2015 and
2016). Employers sponsoring health FSAs have the option of amending their written plans to
allow employees to carry over up to $500 of unused amounts remaining at the end of a plan
year to the immediately following plan year, subject to certain limitations. The carryover does
not otherwise affect the annual limit on FSAs.

Church payments or reimbursements of employee healthcare-related expenses. By now, most
smaller churches across America are probably aware they are exempt from the employer mandate of
the Affordable Care Act (ACA) because they have fewer than 50 full-time equivalent employees
(FTEs)." That's the good news.

The bad news: Without even knowing it, many churches may be subjecting themselves to penalties
of up to $100 per employee, per day, per violation for making voluntary healthcare payments on
behalf of employees (i.e., for individual policy premiums or for other out-of-pocket medical costs)
that do not comply with ACA market reforms. These onerous penalties became effective for health
plan years beginning on or after January 1, 2014, so care must be taken now to understand and fol-
low the existing guidance.

e Background. For decades, it has been the common practice of many smaller churches and min-
istries that are unable to offer group health insurance coverage to assist employees with the cost
of their individual health insurance coverage and/or other out-of-pocket medical expenses.
Employers would pay these costs directly on behalf of employees or provide employees with
reimbursements after incurring the expenses. If certain formalities were followed, generally these
arrangements were blessed by the IRS and even allowed on a tax-free basis for employees.

" Or less than 100 FTEs through 2015.
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That all changed recently as the result of the issuance of certain guidance relating to the ACA
market reforms. When the ACA guidance was initially issued related to reimbursements,” it was
clear that the tax-free reimbursement of individual healthcare insurance premiums would trigger
an excise tax of $100 per employee, per day, per violation. However, many people interpreted
the initial guidance as permitting the employer to avoid ACA excise tax problems if they reim-
bursed the individual healthcare insurance premiums on a post-tax basis.

A year later, the government issued additional guidance’ clarifying (changing its position) that
an employer is not permitted to reimburse individual healthcare insurance premiums on either a
pre- or post-tax basis. That means employers who adjusted their practices to align with the ini-
tial guidance by paying after-tax reimbursements should discontinue these payments or reim-
bursements on either a pre- or post-tax basis to avoid excise tax liability.

o Excise tax liability. Smaller churches are most likely to be impacted by these penalties. This is
because churches with 100 or more full-time equivalent employees (FTEs) are subject to the
ACA mandate to provide qualified group coverage to employees beginning with their 2015
health plan year. Similarly, churches with 50 or more FTEs who qualify for the employer man-
date transition relief for 2015 must provide group health coverage beginning in 2016.

For more information, see the 5 Roads for Healthcare Reimbursement by Churches and Ministries
on the ECFA website.

e Note on limited transition relief in 2015. In February 2015, the IRS issued Notice 2015-17
providing limited transition relief to certain smaller employers from the ACA market reform
excise tax penalties until June 30, 2015. The transition relief only applied to organizations with
fewer than 50 FTEs. While payments or reimbursements for the cost of employees’ individual
health insurance policy premiums were entitled to relief, other forms of noncompliant health-
care payments or reimbursements (e.g., out-of-pocket medical expense reimbursements under a
stand-alone health reimbursement arrangement (HRA)) were still subject to excise tax penalties.
Organizations that qualified for the transition relief rules in IRS Notice 2015-17 need not file
Form 8928 to self-report violations for noncompliant payments or reimbursements made in
2014 or for the first half of 2015 (through June 30, 2015).

Penalties waived

Description of Payment/Reimbursement Arrangement: until 6/30/15?

Emplover with 50 or more FTES Mo

Ermplover with fewer than 50 FTEs that paid/reimbursed
the cost of individual health insurance policy premiums Yes
foremployess

Emplayer with fewer than 50 FTES that paid/reimbursed
health care expenses other than individual health Mo
insurance policy promiums

% IRS Notice 2013-54 published on September 13, 2013.

3 “FAQs about Affordable Care Act Implementation (Part XXII)” prepared jointly by the Departments of Labor

(DOL), Health and Human Services (HHS), and the Treasury published on November 6, 2014.
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Department of Labor’s proposed overtime regulations. The U.S. Department of Labor’s (DOL)
proposed changes to its overtime regulations that could significantly impact employers across the
country including thousands of churches.

Perhaps the most significant aspect of the proposed rules is the increase of the salary threshold for
exempt workers from $23,660 to $50,440 per year (which equals the 40th percentile of wages for
full-time salaried workers). This means that exemption from overtime rules would require salaried
workers to earn at least $50,440, in addition to meeting one of the existing white collar duties tests
(executive, administrative, professional, outside sales, and certain computer employers). This thresh-
old would be adjusted annually, based on either a fixed percentile of wages or the consumer price
index (the DOL has invited comment on which adjustment method would be the most appropri-

ate). The salary threshold for exemption of highly compensated employees also increased, from
$100,000 to $122,148.

According to church law expert Richard Hammar®, the official position of the Department of Labor
appears to be that “clergy are not subject to the minimum wage and overtime pay requirements of
the FLSA no matter how little they earn.” Additionally, based on federal court precedent, the “min-
isterial exception” doctrine may bar application of the overtime rules to the employment relation-
ship between churches and their ministers. Based on this analysis, these changes to the overtime
rules have the greatest potential to impact the budgets of churches with non-ministerial employees
who work more than 40 hours per week and are compensated below the new annual threshold of

$50,440.

The DOL will prepare a final version of the regulations and determine an effective date—expected
to be mid-2016. In the meantime, churches should contact their legal counsel for advice on how to
prepare for the potential impact of these rules on their organizations.

Court challenge to clergy housing exclusion. The U.S. Court of Appeals for the Seventh Circuit
issued an important decision in Freedom From Religion Foundation v. Lew, concluding that the
federal tax code provision that treats church-provided housing allowances to ministers as income
tax-free must stand.

In doing so, the appeals court overturned a previous decision by a lower district court in favor of the
atheist group, Freedom From Religion Foundation (FFRF). The district court had found that the
exclusion is an unconstitutional benefit in favor of religious groups.

Before the Seventh Circuit could even analyze the constitutionality of the law, it first decided it had
to dismiss the case on the procedural ground of standing. The court determined that FFRF and its
leaders were not proper parties to challenge the law in federal court because they had not suffered
any concrete, personal injury—a critical element to establish standing.

It is unclear whether FFRF will mount another challenge on this issue.

Y Church Law & Tax Report, Sept./Oct. 2015.
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Key Federal Tax Limits, Rates, and Other Data

014 [

2015 [

2016

Standard deductions, exemptions, and exclusions:

Standard Deductions Married-Joint Return $12,400|  Married-Joint Return $12,600|  Married-Joint Return 512,600
Head of Household 9,100 Head of Household 9,250 Head of Household 9,300
Single 6,200 Single 6,300 Single 6,300
Married-Separate Returns 6,200 | Married-Separate Returns 6,300 | Married-Separate Returns 6,300
Personal & dependent exemption amount 3,950 $4,000 54,050
Foreign earned income exclusion $99,200 $100,800 $101,300
Social security:
15.3% 15.3% 15.3%
. on wages up to on wages up fo on wages up fo
SECA (OASDI & Medicre) rate $250,000 murr!i]ed-it:]im, $250,000 murr?ed-iopim, $250,000 murr?ed-iopinl,
125,000 married-separate, $125,000 married-separate, | $125,000 married-separate,
and $200,000 all others and $200,000 all others and $200,000 all others
0ASDI maximum compensation base $117,000 $118,500 $118,500
Social security cost of living benefit increase 1.5% 1.7% 0.0%
Social security Full Retirement Age (FRA) 66 years 66 years 66 years
Medicare Part B premiums - Basic $104.90 $104.90 $104.90
Earnings ceiling for social security (for employment Below FRA: 15,480 Below FRA: $15,720 Below FRA: $15,720
before FRA; special formula in FRA year) Over FRA: None Over FRA: None Over FRA: None
Earnings limit in year FRA attained 541,400 541,880
Benefits and contributions:
Maximum annual contribution fo defined
contribution plan $52,000 $53,000 $53,000
Maximum salary deduction for 401(k)/403(b) $17,500 $18,000 $18,000
401(k) & 403(b) over 50 "catch up" limit $5,500 $6,000 $6,000
Maximum income exclusion for nonqualified plans
in 501(c)(3) organizations (IRC 457) $17,500 $18,000 $18,000
IRA contribution limit — age 49 and below $5,500 $5,500 $5,500
— age 50 and above 56,500 56,500 $6,500
Highly compensated employee limit 115,000 $120,000 $120,000
Maximum annual contribution fo health flexible
spending arrangements $2,500 $2,550 $2,550
Per diem and mileage rates and other transportation:
Standard per diem: Lowest rafes Lodging $83 Lodging $83 Lodging $89
in confinental USA Meals & Incidentals 546 Meals & Incidentals 546 Meals & Incidentals $51
Business auto mileage rate 56¢ per mile 57.5¢ per mile 54¢ per mile
Moving & medical auto mileage rate 23.5¢ per mile 23¢ per mile 19¢ per mile
Charitable auto mileage rate 14¢ per mile 14¢ per mile 14¢ per mile
Airplane mileage rate $1.31 per mile $1.29 per mile
Motorcycle mileage rate ™ 53¢ per mile 54.5¢ per mile
Bicycle commuting rate $20 per month $20 per month
Maximum value of reimbursement of business
expenses (other than lodging) without receipt S75 S75 S75
Luxury automobile value (limit on use of
cents-per-mile valuation of company automobile) $16,000 $16,000
Monthly limit on free parking $245 $250 $255
Transit passes/token — monthly tax-free limit $250 $250 $255
Other:
Gift tax annual exclusion | $14,000] $14,000] $14,000

(1) Privately owned vehicle mileage rates set by the U.S. General Services Administration
Note: In some instances, the rate for a parficular year may apply to a tax return filed in a subsequent year.




The Tax System for Clergy

Get the Big Picture

Six special tax provisions are available only to individuals who qualify as clergy under federal tax
rules and who perform services that qualify in the exercise of ministry under federal tax rules.

Special Tax Provisions for Clergy

Exclusion of the housing allowance for income tax pur-
poses and the fair rental value of a congregation-owned
parsonage provided rent free to clergy.

Exemption of clergy from self-employment social security
tax under very limited circumstances.

For social security tax purposes, treatment of clergy as self-
employed as it relates to income from ministerial services.

Remember

The major tax benefit for most clergy
is the special housing allowance
treatment.

4. Exemption of clergy compensation from mandatory
income tax withholding.

5. Eligibility for a voluntary income tax withholding arrange-

ment between clergy-employees and the congregation.

6. Potential “double deduction” of mortgage interest and real

estate taxes as itemized deductions and as excludable
housing expenses for housing allowance purposes for

clergy living in clergy-provided housing.

® Clergy Serving Local Congregations

4 N

Remember

There is some flexibility in applying
certain clergy tax provisions. For
example, clergy are exempt from
mandatory income tax withholding
but can enter into a voluntary income
tax withholding arrangement. How-
ever, if clergy qualify for the housing
allowance, self-employment social
security tax (using Schedule SE) applies,

Qot FICA—this is not optional. j

You may believe you are classified as clergy, your congregation may consider you as clergy, your
denomination may classify you as clergy, but what does the IRS consider you? For tax purposes, the

opinion of the IRS is the one that counts.

Determining whether you are classified as clergy for tax purposes is very important. It determines
how you prepare your tax return for income and social security tax purposes. Qualified clergy are
eligible for the housing allowance. This alone can exclude thousands of dollars from

income taxation. Clergy calculate self-employment social security tax on Schedule SE /"« 1,

and pay the tax with Form 1040. Nonclergy have one-half of their
social security tax (FICA) withheld from salary, and the congregation

pays the other half.

How can I tell whether the IRS will treat me as clergy?

If you are employed by a congregation and are ordained, commis-
sioned, or licensed and meet the following four tests, the IRS will

generally consider you clergy. You

D administer the sacraments,

(d are considered to be a religious leader by your church,

(A conduct worship services, and

or,
AR

Caution

Determination of clergy status is far
from a precise matter.Only a review of
all the pertinent facts and circum-
stances for particular clergy will assist
in determining whether an individual

Qill qualify for clergy tax status. J
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I
IS

(J have management responsibility in the control, conduct, or maintenance of your
congregation.

Based on guidelines issued by the IRS, some of the four tests, but
not necessarily all, must be met in determining clergy status. This Warning
flexible approach is beneficial to many clergy because some posi-

. . . . L. . . Individuals serving local congregations
tions relating to music, education, youth, or administration will

must meet certain tests to qualify as

not meet all four tests. clergy in the eyes of the IRS.The indi-
) . ) vidual should generally be ordained,
There is no requirement that you must be qualified to perform and licensed, or commissioned.

actually perform every sacrament. If you are qualified to perform
certain sacraments and actually perform or could perform some of the
sacraments on occasion, you will generally meet this test. A similar test applies to conducting reli-
gious worship and providing management services. If you currently conduct religious worship and
provide management services, have done it in the past, or could do it in the future, the test will gen-
erally be met.

Job titles have little significance for tax purposes. A licensed, commissioned, or ordained clergy
may have a job title that implies a ministry function. However, the actual responsibilities of the
position will determine if the four-factor test (see page 7) is met. Clergy performing services of a
routine nature, such as those performed by secretaries, clerks, and janitors, generally do not qual-
ify as clergy for tax purposes.

Because of the inconsistency of these rulings, clergy serving in a local congregation who
do not clearly meet all four factors should review these matters with a qualified pro- ﬁ

fessional adviser before filing income tax returns.

7
® Clergy in Denominational, Administrative, and Tip

TeaChlng Positions Clergy employed by institutions that

. .. . . are an“integral agency” of a religious
Ordained, commissioned, or licensed clergy not serving local S 4 )
> > gy & denomination are subject to special

churches may qualify as “clergy” for federal tax purposes in the tax treatment if their position is in a
following situations: teaching or administrative area.

(d Administration of religious denominations and their integral
agencies, including teaching or administration in parochial schools, colleges, or universities
that are under the authority

of a denomination. NI
(d Performing services for a parachurch organization based upon p 1\ g /
an assignment or designation by a congregation. \

Caution

If a congregation does not assign or designate your services, you will Social security is one of the most con-

qualify for the special tax treatments of clergy if your services substan- | fusing issues for many clergy. FICA-type
tially involve performing sacerdotal functions or conducting religious social security never applies to an indi-
worship. vidual who quialifies as clergy for tax
purposes. Stated another way; if a hous-
® Social Security Status of Clergy ing allowance has been designated for

you, FICA tax should not be deducted
from your pay—you are responsible to
determine your social security tax by

Qompleting Schedule SE each year. j

Clergy engaged in the exercise of ministry are always treated as self-
employed for social security tax purposes. Clergy pay social security
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under the Self-Employment Contributions Act (SECA) instead of the Federal Insurance
Contributions Act (FICA). It is possible to become exempt from SECA only if you meet strict
exemption requirements. The request for exemption must be filed using Form 4361 within a speci-
fied time from the beginning of your ministry. The request for exemption must be approved by the

IRS (see page 31).

Your earnings that are not from the exercise of ministry are generally
subject to social security tax under FICA or SECA as applied to all
workers.

® Income Tax Status of Clergy

Are clergy employees or self-employed (independent contractors) for
income tax purposes? The IRS considers virtually all clergy to be
employees for income tax purposes. The income tax filing status has
many ramifications for what and how congregations and clergy report

to the IRS.

DA

Caution

The IRS considers virtually all clergy as
employees for income tax purposes.
Employee income tax status actually is
very beneficial to most clergy. Many
fringe benefits are tax-free only to

Qmployees. J

The IRS often applies a common-law test to decide whether clergy are employees or self-employed
for income tax purposes. Generally, you are an employee if your employer has the legal
right to control both what you do and how you do it, even if you have considerable

discretion and freedom of action. However, clergy who are employees
of congregation for income tax purposes may also be self-employed
for income tax purposes with respect to certain services (baptisms,
marriages, and funerals).

Determining if you are an employee or self-employed for income tax
purposes will determine several other tax-related issues:

(d Clergy-employees must be given Form W-2 and report their
compensation on page 1 of Form 1040. They are eligible to
claim unreimbursed business expenses and expenses reim-
bursed under a nonaccountable plan on Schedule A (non-
accountable plan reimbursements must be included in

\J \
Key Issue

The defining court case on the topic of
income tax status for clergy was a 1994
case in which a Methodist cleric took
the position he was self-employed for
income tax purposes. The Tax Court
held that he was an employee for
income tax purposes. A federal appeals

\court upheld the decision. j

compensation on Form W-2). If you itemize deductions, business and professional
expenses are deductible only to the extent that such expenses exceed 2% of adjusted gross
income (AGI). Deductible business meals and entertainment expenses are lim-

ited to 50%.

(d Accident, long-term care insurance, and qualified group health
insurance premiums paid directly by a congregation or reim-
bursed by a congregation, after the cleric provides substantia-
tion, are not reportable as income to the clergy-employee but
must be reported as taxable income to the self-employed cleric.

Clergy-employees may deduct health, accident, and long-term
care insurance premiums paid personally, and not reimbursed
by the congregation, on Schedule A as a medical and dental
expense, subject to a 10% limitation of adjusted gross
income.

D A

Caution

With rare exceptions, clergy should
receive Form W-2 from their congre-
gation or other employer. Few clergy
qualify as independent contractors for
income tax purposes (even though
considered self-employed for social
security tax purposes). A congregation
or other employer generally has suffi-
cient control over the cleric to qualify

\for W-2 treatment. j
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The impact of a minister being considered self-employed 1,
for income tax purposes is generally very significant even if only 1
health insurance is considered. Reporting these premiums as D

taxable (minister-employee) versus tax-free (self-employed
minister for income purposes) can impact the minister’s tax bill
by thousands of dollars. If health insurance premiums are If a church directly pays or reimburses
included in taxable income, a low-income minister might also health insurance premiums for a min-

. . . R ister considered to be self-employed for
have his or her earned income tax credit reduced or eliminated. income tax purposes, the payments are

fully taxable.

Caution

(d Health savings accounts, health reimbursement arrangements,
or flexible spending accounts are only available to clergy who are
employees for income tax purposes.

(d Group-term life insurance of $50,000 or less provided by a congregation is tax-free to clergy-
employees but represents taxable income for self-employed clergy.

(A voluntary arrangement to withhold income tax may be used by clergy-

employees but may not be used by the self-employed. y \

® Recommended Filing Status Key Issue

It is vital for congregations to treat
clergy as employees (Form W-2) for
income tax purposes in nearly every
instance. If clergy are not considered

Virtually all clergy serving local congregations qualify as employees for
income tax purposes. It is wise to file as an employee for income tax
purposes, unless you can clearly demonstrate that you qualify for self-

employed status. Few clergy can substantiate filing as self-employed employees for income tax purposes, it

for income tax purposes. jeopardizes the tax-free treatment of
fringe benefits like health, accident, and

Even though clergy may take exception to the reporting of the long-term care insurance premiums,

congregation, the congregation has a responsibility under the law group-term life premiums, and certain

to determine the proper filing method and to proceed accordingly. \otherfrlnge benefits. J

® Evangelists and Missionaries

The qualifications of itinerant evangelists for the special clergy tax provisions are generally the same
as for clergy serving local congregations.

Most evangelists are self-employed both for income tax and self-employment social security tax pur-
poses. The only exception is the evangelist who has formed a corporation and is an employee

of the corporation. In this instance, the evangelist is an employee for income tax purposes, but
remains self-employed for social security tax purposes.

Missionaries are also subject to the same rules to qualify for clergy status for tax purposes.
Qualifying for benefits such as a housing allowance is often not so important for clergy-missionaries
because of the foreign earned income exclusion. However, the question of clergy tax status is vitally
important to determine if clergy are subject to social security as employees or as self-employed per-
sons. The foreign-earned income exclusion affects income tax but not social security tax.
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The Best Friend of Clergy

Nearly all clergy should have a portion of salary designated as a housing allowance.
Maximizing housing benefits requires careful planning. For clergy living
in congregation-owned housing, a housing allowance that covers

/ S N

expenses such as furnishings, personal property insurance on con-

tents, utilities, and so on could save several hundred dollars of Key Issue

income taxes annually. A properly designated housing allowance Understanding the distinction

may be worth thousands of dollars in tax savings for clergy living between a housing allowance designa-
in their own homes or rented quarters. For clergy without a housing tion and the housing exclusion is fun-

damental.The designation is officially
made by the congregation.The exclu-
sion is the amount clergy actually

exclude for income tax purposes after

allowance, every dollar of compensation is taxable for federal income
tax purposes.

The housing allowance provides an opportunity to exclude dollars
from gross income. The designated housing allowance should be sub-
tracted from compensation before the congregation completes the
data on Form W-2. The housing allowance designation is not entered on Form 1040 or related
schedules, except Schedule SE, since it is not a deduction for income tax purposes. However, any
unused portion of the housing designation must be reported as income on page 1, Form 1040.

\applying the limitations outlined herey

If your congregation properly designates a portion of your cash salary for expenses of a home you
provide, the exclusion is commonly referred to as a housing allowance. If the congregation properly
designates a portion of your cash salary for expenses you incur in relation to congregation-provided
housing, the exclusion is often called a parsonage allowance. In either instance, it is an exclusion
from income tax, not self-employment tax.

Clergy are eligible to exclude the fair rental value of congregation-provided housing for income tax
purposes without any official action by the congregation. However, a cash housing allowance related
to congregation-provided or clergy-provided housing is only excludable under the following rules:

» The allowance must be officially designated by the congregation. The designation should be
stated in writing, preferably by resolution of the top governing body, in an employment con-
tract, or—at a minimum—in the congregation budget and payroll records. If the only refer-
ence to the housing allowance is in the congregation budget, the budget should be formally
approved by the top governing body of the congregation.

Tax law does not specifically say an oral designation of the housing allowance is unacceptable.
In certain instances, the IRS has accepted an oral housing designation. Still, the use of a
written designation is preferable and highly recommended. The lack of a written designation
significantly weakens the defense for the housing exclusion upon audit.

» The housing allowance must be designated prospectively by the congregation. Cash housing
allowance payments made prior to a designation of the housing allowance are fully taxable
for income tax purposes. Carefully word the resolution so that it will remain in effect until
a subsequent resolution is adopted (see the examples on page 15).

» Only actual expenses can be excluded from income. The source of the funds used to pay clergy
housing expenses must be compensation earned by clergy in the exercise of ministry in the
current year.

» Only an annual comparison by clergy of housing expenses to the housing allowance is
required. For example, if the housing allowance designation is stated in terms of a weekly or
monthly amount, only a comparison of actual housing expenses to the annualized housing
allowance is required.
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» The housing allowance exclusion cannot exceed the fair rental value of the housing, plus
utilities.

® Types of Housing Arrangements
Clergy Living in a Parsonage Owned by or Rented by a Congregation

If you live in a congregation-owned parsonage or housing rented by the congregation, the fair rental
value of the housing is not reported for income tax purposes.
The fair rental value is subject only to self-employment tax.

You may request a housing allowance to cover expenses incurred in / \

maintaining the congregation-owned or rented housing. Examples Tip

of allowable expenses are utilities, repairs, fufnlshmgs, and ap[?ll— The designation of a housing allow-

ances. If the actual expenses exceed the housing allowance desig- ance for clergy living in congregation-

nated by the congregation, the excess amount cannot be excluded provided housing is often overlooked.

from income. While the largest housing allowance
benefits go to clergy with mortgage

It is appropriate for clergy’s out-of-pocket expenses for the mainte- payments on their own homes, a hous-

nance of a congregation-owned parsonage to be reimbursed by the ing allowance of a few thousand dol-

A Lo . lars is often beneficial to clergy in a
congregation if a full accounting is made. Such reimbursements do ) ;
K R congregation-provided home.

not relate to a housing allowance. If such expenses are not reim- \ /

bursed, they could be excludable from income under a housing

allowance.

If the congregation owns the parsonage, the congregation may wish to provide an equity allowance
to help compensate clergy for equity not accumulated through home ownership. An equity
allowance is taxable both for income and social security tax purposes, unless directed to a 403(b)
tax-sheltered annuity or certain other retirement programs.

Clergy Owning or Renting Own Home

If you own or rent your own home, you may exclude, for income tax purposes, a cash housing
allowance that is the Jowest of (1) reasonable compensation, (2) the amount used to provide a home
from current congregational income, (3) the amount prospectively and officially designated, or

(4) the fair rental value of the furnished home, plus utilities.

Many clergy make the mistake of automatically excluding from income, for income tax purposes,
the total designated housing allowance, even though the fair rental value of the furnished home or
actual housing expenses are less than the designation. This practice may cause a significant under-
payment of income taxes.

Example: A cleric lives in a personally owned home. The congregation prospectively
designated $28,000 of the salary as housing allowance. The cleric spends $27,000
for housing-related items. The fair rental value of the home is $29,000. Since the
amount spent is lower than the designated housing allowance or the fair rental
value, the excludable housing is $27,000. Therefore, $1,000 ($28,000 less $27,000)
must be added to taxable income on Form 1040, page 1, line 7. Unless the cleric
has opted out of social security, the entire $28,000 is reportable for social security
purposes on Schedule SE.
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® Designating the Housing Allowance

The following steps are often followed in designating and excluding the housing allowance:

1. Clergy estimates the housing-related expenses to be spent in the coming year
and presents this information to the congregation.

2. The congregation then adopts a written housing allowance / \
designation based on the estimate. Remember

3. At the close of the tax year, the cleric who provides his or her own The housing allowance designation
housing compares the amount designated for housing, the housing may be prospectively amended at any

time during the year, regardless of
whether the congregation uses a cal-
endar or fiscal year. Changing the des-

expenses substantiated, and the fair rental value of the home includ-
ing furnishings and utilities. The Jower of these amounts is excluded

for income tax purposes. Clergy living in congregation-provided ignation to cover expenses that have
housing must compare the amount designated and actual housing already been paid (almost all clergy
expenses and exclude the lower of the two amounts. use the cash basis for tax purposes) is
not acceptable.
Designation Limits \ j

The IRS does not place a limit on how much of clergy compensation may be designated as a hous-
ing allowance by the employing congregation. But practical and reasonable limits usually apply.

Unless the amount is justified based on anticipated expenses and is within the fair rental value limit,
it is generally inadvisable for the congregation to exclude 100% of compensation.

It is often best for the congregation to overdesignate your parsonage allowance by a reasonable
amount, subject to the fair rental value test, to allow for unexpected expenses and increases in utility
costs. Any excess housing allowance designated should be shown as income on line 7 of Form 1040.

® Reporting the Housing Allowance to Clergy

The designated housing allowance may be reflected for clergy-employees on Form W-2 in Box 14
with the notation, “Housing Allowance.” Though not required, this reporting method is suggested
by Publication 517. Or, congregations can report the designated housing allowance to clergy by
providing a statement separate from Form W-2. This may be in a memo or letter. The statement
should not be attached to your income tax returns.

Your congregation may erroneously include the housing allowance on Form W-2, Box 1. If this
happens, the congregation should prepare a corrected Form W-2.

® Accounting for the Housing Allowance
Determining Fair Rental Value

The determination of the fair rental value of congregation-provided housing for self-employment
social security purposes is solely the responsibility of clergy. The congregation is not responsible to
set the value. The fair rental value should be based on comparable rental values of other similar resi-
dences in the immediate neighborhood or community, comparably furnished.

One of the best methods to use in establishing fair rental value of your housing is to request a local
realtor to estimate the value in writing. Place the estimate in your tax file and annually adjust the
value for inflation and other local real estate valuation factors.




The Housing Allowance

Housing Allowance in Excess of Actual Expenses or Fair Rental Value

Some clergy erroneously believe that they may exclude every dollar of the housing designation
adopted by the congregation without limitation. The housing designation is merely the starting
point. If reasonable compensation, actual expenses, or the fair rental value is lower, the lowest
amount is eligible for exclusion from income.

Example: A cleric living in a personally owned home receives cash compensation
of $60,000 from the congregation. The congregation prospectively designates
$20,000 as a housing allowance. The fair rental value is $21,000. Actual housing
expenses for the year are $14,000. The amount excludable from income is limited
to the actual housing expenses of $14,000.

Actual Expenses in Excess of the Designated Housing Allowance or Fair Rental Value

Actual housing expenses that exceed the designated housing allowance are not excludable from
income. There are no provisions to carry over “unused” housing expenses to the next year.

Example: A cleric living in a personally owned home receives cash compensation of
$60,000 from the congregation. The congregation prospectively designates $20,000
of the $60,000 as a housing allowance. Actual housing expenses for the year are
$50,000. The fair rental value is $21,000. The expenses were unusually high because
of a down payment on that house. The amount excludable from income is the desig-
nated housing allowance of $20,000. There is no carryover of the $30,000 of actual
expenses in excess of the designated housing allowance to the next tax year.

Housing Allowances for Retired Clergy

Pension payments, retirement allowances, or disability payments paid to retired clergy

from an established plan are generally taxable as pension income. However, denomi-

nations often designate a housing allowance for retired clergy to com-

pensate them for past services to local congregations of the / \
denomination or in denominational administrative positions. The Remember

housing allowance designated relates only to payments from the
denominationally sponsored retirement program.

Payments from denominational retire-
ment plans are generally subject to a

. .. housing allowance designation. While
Withdrawals from a denominationally sponsored 403(b), also called | /= =+ may designate a hous-

a tax-sheltered annuity (TSA), or 401(k) plan qualify for designa- ing allowance for a retired minister, it is
tion as a housing allowance. Withdrawals from a 403(b) or 401(k) unclear if the IRS will honor the desig-
plan not sponsored by a local congregation are not eligible for des- Qation on the minister’s tax return. /
ignation as a housing allowance. Retired clergy may also exclude the
rental value of a home furnished by a congregation or a rental
allowance paid by a congregation as compensation for past services.

If a denomination or organization reports the gross amount of pension or TSA payments on
Form 1099-R and designates the housing allowance, the clergy may offset the housing expenses
and reflect the net amount on page 1, Form 1040. A supplementary schedule such as the follow-
ing example should be attached to the tax return:

Pensions and annuity income (Form 1040, line 16a) $ 10,000

Less housing exclusion 8,000
Form 1040, line 16b $ 2,000
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For retired clergy, the amount excluded for income tax purposes is limited to the lowest of (1) the
amount used to provide a home, (2) the properly designated housing allowance, or (3) the fair rental
value of the furnished home, plus udilities.

Housing Allowance Resolutions

Parsonage owned by or rented by a congregation

Whereas, the Internal Revenue Code permits clergy to exclude from gross income “the rental value
of a home furnished as part of compensation” or a congregation-designated allowance paid as a part
of compensation to the extent that actual expenses are paid from the allowance to maintain a
parsonage owned or rented by the congregation;

Whereas, the congregation compensates (insert name) for services in the exercise of ministry; and

Whereas, the congregation provides (insert name) with rent-free use of a parsonage owned by
(rented by) the congregation as a portion of the compensation for services rendered to the
congregation in the exercise of ministry;

Resolved, That the compensation of (insert name) is $4,500 per month, of which $2,000 per
month is a designated housing allowance; and

Resolved, That the designation of $2,000 per month as a housing allowance shall apply until
otherwise provided.

Home owned or rented by clergy

Whereas, the Internal Revenue Code permits clergy to exclude from gross income a church-designated
allowance paid as part of compensation to the extent used for actual expenses in owning or renting a
home; and

Whereas, the congregation compensates (insert name) for services in the exercise of ministry;

Resolved, That the compensation of (insert name) is $4,500 per month, of which $2,000 per
month is a designated housing allowance; and

Resolved, That the designation of $2,000 per month as a housing allowance shall apply until
otherwise provided.

Evangelists

Whereas, the Internal Revenue Code permits clergy to exclude from gross income a congregation-
designated allowance paid as part of compensation to the extent used in owning or renting a
permanent home; and

Whereas, the congregation compensates (insert name) for services in the exercise of ministry as an
evangelist;

Resolved, That the honorarium paid to (insert name) shall be $1,512, consisting of $312 for travel
expenses (with documentation provided to the congregation), $500 for housing allowance, and a
$700 honorarium.
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Housing Allowance Worksheet
Clergy Living in Housing
Owned or Rented by the Congregation
Name:
For the period ,20__ to ,20__
Date designation approved , 20
Allowable Housing Expenses (expenses paid from current income)
Estimated
Expenses Actual

Utilities (gas, electricity, water) and trash collection
Local telephone expense (base charge)

Decoration and redecoration

Structural maintenance and repair

Landscaping, gardening, and pest control

Furnishings (purchase, repair, replacement)

Personal property insurance on minister-owned contents
Personal property taxes on contents

Umbrella liability insurance
Subtotal
10% allowance for unexpected expenses

TOTAL

Properly designated housing allowance

The amount excludable from income for federal income tax purposes is the lower of A or B.
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Housing Allowance Worksheet
Clergy-Owned Housing

Name:
For the period ,20 to ,20
Date designation approved ,20_
Allowable Housing Expenses (expenses paid from current income)
Estimated
Expenses Actual
Down payment on purchase of housing $ $

Housing loan principal and interest payments ©

Real estate commission, escrow fees

Real property taxes

Personal property taxes on contents

Homeowner’s insurance

Personal property insurance on contents

Umbrella liability insurance

Structural maintenance and repair

Landscaping, gardening, and pest control

Furnishings (purchase, repair, replacement)

Decoration and redecoration

Utilities (gas, electricity, water) and trash collection

Local telephone expense (base charge)

Homeowner’s association dues/condominium fees

Subtotal

10% allowance for unexpected expenses

TOTAL $ $ (A)

Properly designated housing allowance $ (B)
Fair rental value of home, including furnishings, plus utilities $ (@)

®Loan payments on home equity loans or second mortgages are includible only to the extent the loan proceeds
were used for housing expenses.

The amount excludable from income for federal income tax purposes is the lowest of A, B, or C.
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More Than Meets the Eye

Ask most clergy how much they are paid and the response will often be “My check from the church
is $1,000 a week.” But that tells us very little. Not only is your salary subject to tax, but so are many
fringe benefits that you may receive.

What are fringe benefits? A fringe benefit is any cash, property, or service that clergy receive from
the congregation in addition to salary. The term “fringe benefits” is really a misnomer because
clergy have come to depend on them as a part of the total compensation package. All fringe benefits
are taxable income to clergy unless specifically exempted by the Internal Revenue Code.

Many fringe benefits can be provided by a congregation to a clergy without any dollar limitation
(qualified health insurance is an example), while other fringe benefits are subject to annual limits
(dependent care is an example). A brief discussion of some of the key fringe benefits follows.

® Tax Treatment of Compensation Elements

» Business and professional expenses reimbursed with adequate accounting. If the congregation
reimburses clergy under an accountable plan for employment-related professional or business
expenses (for example, auto, other travel, subscriptions, and entertainment), the reimbursement is
not taxable compensation and is not reported to the IRS by the congregation or clergy. Per diem
reimbursements up to IRS-approved limits also qualify as excludable reimbursements.

» Business and professional expense payments without adequate accounting. Many churches
pay periodic allowances or reimbursements to ministers for business expenses with no require-
ment to account adequately for the expenses. These payments do not meet the requirements of
an accountable expense reimbursement plan.

Allowances or reimbursements under a nonaccountable plan must be included in a minister’s
taxable income. For an employee, the expenses related to a nonaccountable reimbursement
plan are deductible only if the minister itemizes expenses on Schedule A. Even then, the busi-
ness expenses, combined with other miscellaneous deductions, must exceed 2% of adjusted
gross income.

A portion of unreimbursed expenses are subject to disallowance when they relate to a housing
allowance according to the IRS.

» Club dues and memberships. Dues for professional organizations (such as ministerial associa-
tions) or public service organizations (such as Kiwanis, Rotary, and Lions clubs) are generally
deductible or reimbursable. Other club dues are generally not deductible or reimbursable
(including any club organized for business, pleasure, recreation, or other social
purposes). If the church pays the health, fitness, or athletic facility dues for a @

minister, the amounts paid are generally fully includible in the

minister’s income as additional compensation. / s \
Idea

» Disability insurance. If the congregation pays the disability
insurance premiums (and the cleric is named as the benefici-
ary) as a part of the compensation package, the premiums are

Statistics suggest that clergy are
seven times more likely to need dis-
ability insurance than life insurance

excluded from income. However, any disability policy pro- before age 65.When a congregation
ceeds must be included in gross income. This is based on who provides the maximum disability
paid the premiums for the policy covering the year when the insurance as a tax-free benefit, it

could reduce the awkwardness of

disability started. If the premiums are shared between the € ! ssor
clergy transition relating to disability

congregation and clergy, then the benefits are taxable in the . . ;
. . while serving the congregation.
same proportion as the payment of the premiums.
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Conversely, if you pay the disability insurance premiums or have the congregation withhold
the premiums from your salary, you receive no current deduction and any disability benefits
paid under the policy are not taxable to you.

A third option is for the congregation to pay the disability premiums. But Q
\/

instead of treating the premiums as tax-free, the congregation /

~

A college costs deduction for itemizers
and non-itemizers alike is available up

treats the premiums as additional clergy compensation. Benefits

. . . Idea
you receive under this option are tax-free.

» Educational reimbursement plans. If your congregation

requires you to take educational courses or you take job-related to $4,000.To take this deduction, the
courses, and your congregation either pays the expenses directly education need not be necessary for
to the educational organization or reimburses you for the you to keep your position. The educa-

expenses after you make a full accounting, you may not have to tion can even qualify you for a new

. .. . tion.
include in income the amount paid by your church. Qccupa on j

While there are no specific dollar limits on educational expenses paid under a nonqualified
reimbursement plan, the general ordinary and necessary business expense rules do apply. These
types of payments may be discriminatory.

Though the education may lead to a degree, expenses may be deductible or reimbursable if the
education

O is required by your church to keep your salary, status, or job (and serves a business pur-
pose of your church), or

O maintains or improves skills required in your present employment.

Even though the above requirements are met, expenses do not qualify if the education is
O required to meet the minimum educational requirements of your present work, or

O part of a program of study that will qualify you for a new occupation.

» Entertainment expenses. Clergy may deduct ministry-related entertainment expenses.
Entertainment expenses must be directly related to or associated with the work of the congre-
gation. Entertainment expenses are not deductible if they are lavish or extravagant.

If business meal and entertainment expenses are not reimbursed under an accountable plan,
only 50% of the expenses are deductible. If the congregation reimburses the expenses, a 100%
reimbursement may be made.

» Flexible spending account (FSA). “Cafeteria” or FSAs are plans used to reimburse the
employee for certain personal expenses. They are provided by employers to pre-fund depend-
ent care, medical, or dental expenses (often called a healthcare flexible spending account) in
pre-tax dollars.

A cafeteria or flexible spending plan cannot discriminate in favor of highly compensated partic-
ipants for contributions, benefits, or eligibility to participate in the plan. While only larger
congregations generally offer cafeteria plans because of plan complexity and cost, many congre-
gations could feasibly offer an FSA.

There is a $2,550 per person per year FSA contribution limit indexed for inflation for 2015
and 2016. The money is the account holder’s to use during the plan year. Ultimately the
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employer owns the account and any unused balance at the end of the plan year or any admin-
istrative grace period is forfeited to the employer.

An administrative grace period may be adopted as a way to provide relief without 2
running afoul of the prohibition on deferred compensation. Under this provi-
sion, employees are permitted a grace period of 212 months

immediately following the end of the plan year. Expenses for / S \
qualified benefits incurred during the grace period may be paid Warning
or reimbursed from benefits or contributions remaining unused Consult with your ministry’s profes-
at the end of the plan year. sional tax advisors before reimbursing

. o , medical expenses for employees. Under
Health insurance. If the church pays a minister-employee’s changes brought by the Affordable
qualified group health insurance premiums directly to the Care Act, non-compliant reimburse-
insurance carrier, the premiums are tax-free to the minister. ments may result in penalties of $100
However, if similar payments are made for a minister whom Qer employee per day. /

the church considers to be self-employed for income tax pur-
poses, the payments represent additional taxable income.

Under health care reform, churches generally cannot discriminate in favor of more highly paid
individuals when providing group health care coverage.

Health reimbursement arrangement (HRA). A properly designed, written HRA under which
the church pays the medical expenses of the minister, spouse, and dependents may be non-
taxable to the minister-employee.

HRAs must be integrated with the church’s group health insurance plan and only be funded
by church-provided funds. Funding by a salary reduction election is not permitted. Excess
money in a church-funded HRA can be carried over to a future year without any tax implica-
tions to the minister. Because benefits can be carried over indefinitely, the only danger of losing
the balance in an HRA account is at retirement or other separation of employment.

Typical expenses covered by such a plan are deductibles, coinsurance, and noncovered amounts

paid by the individual.

HRAs may not discriminate in favor of highly compensated employees with regard to either
benefits or eligibility. HRAs are only available to employees.

Health savings account (HSA). HSAs are individual, portable, tax-free, interest-bearing
accounts (typically held by a bank or insurance company) through which individuals with a
high-deductible health plan (HDHP) save for medical expenses. The purpose of an HSA is to

pay what basic coverage would ordinarily pay.

Within limits, HSA contributions made by employers are excludable from income tax and
social security wages and do not affect the computation of the earned income credit. HSA con-
tributions may not be funded through salary reduction. Earnings on amounts in an HSA are
not currently taxable, and HSA distributions used to pay for medical expenses are not taxable.

HSAs can be funded up to $3,350 for individuals and $6,650 for families to cover health care
costs (2015 limits). In addition to the maximum contribution amount, catch-up contributions
may be made by or on behalf of individuals age 55 or older and younger than 65. Individuals

who have reached age 55 by the end of the tax year are allowed to increase their annual contri-
bution limit by $1,000.
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Funding of an HSA by the employer may fluctuate from one month to the next. This is unlike
a cafeteria or flexible spending account, under which changes in contributions are generally
only available on each January 1.

Only employees who are enrolled in qualifying high-deductible plans may participate in an
HSA. A HDHP has at least $1,300 annual deductible for self-only coverage and $2,600
deductible for family coverage (2015 limits). Additionally, annual out-of-pocket expenses for
HSAs must be limited to $6,450 for self-covered and $12,900 (2015 limits) for families. A
state high-risk health insurance plan (high-risk pool) qualifies as an HDHP if it does not pay
benefits below the minimum annual deductible under the HSA rules.

HSA withdrawals do not qualify to cover over-the-counter medications (other than insulin or
doctor-prescribed medicine). Additionally, the excise tax for nonqualified HSA withdrawals
(withdrawals not used for qualified medical expenses) increased from 10 to 20%.

» Life insurance/group-term. If the group life coverage provided under a nondiscriminatory
plan does not exceed $50,000 for clergy, the life insurance premiums are generally

tax-free to clergy-employees. Group-term life insurance coverage of more than Y
$50,000 provided to clergy by the congregation is taxable under 1
somewhat favorable IRS tables. / NS \
. . . . Caution
» Social security tax reimbursement. Congregations commonly
reimburse clergy for a portion or all of their self-employment An allowance to cover the minister’s
social security (SECA) tax liability. Any social security reim- self-employment social security tax

provides absolutely no tax benefit
since the amount is fully taxable.

Because of the deductibility of the self-employment tax in both However, paying at least one-half of

. . the minister’s social security tax is
the income tax and self-employment tax computations, a full Y

. . . important so this amount can be
[0)
reimbursement is effectively less than the gross 15.3% rate (the properly shown as a fringe benefit for

bursement must be reported as taxable income.

payroll tax “holiday” is ignored for this example): Q)mpensation analysis purposes. /
Your Marginal
Tax Rate Effective SECA Rate
0% 14.13%
10 13.42
15 13.07
27 12.22
30 12.01

» Tuition and fee discounts. If you are an employee of a church-operated elementary, second-
ary, or undergraduate institution, certain tuition and fee discounts provided to a minister,
spouse, or dependent children are generally tax-free. The discounts must be nondiscriminatory
and relate to an educational program.

If you are employed by the church and not by the church-related or church-operated private
school, any tuition and fee discounts that you receive are taxable income.

» Vehicles/personal use of congregation-owned vehicle. The personal use of a congregation-
provided vehicle is considered a taxable fringe benefit. The fair market value of the personal
use must be included in clergy gross income, unless the full value is reimbursed to the
congregation.




22

Compensation and Fringe Benefits

Reporting Compensation, Fringe Benefits, and Reimbursements
for Income Tax Purposes*

Explanation

Minister-Employee

Bonus or gift from the congregation

Taxable income/Form W-2

Business and professional expenses reimbursed with
adequate accounting

Tax-free/excluded

Business and professional expense payments without
adequate accounting

Deduction on Schedule A, Miscellaneous Deductions.
Subject to 2% of AGI and 50% meals and

entertainment limits

Club dues paid by the congregation

Taxable income/Form W-2 (exception for dues
for civic and public service groups)

Compensation reported to clergy by the congregation

Form W-2

Dependent care assistance payments

Tax-free, subject to limitations

Earned income tax credit (EITC)

May be eligible for EITC

Educational assistance programs

May be eligible to exclude up to $5,250

of qualified assistance

401(k) plan

Eligible for 401 (k)

403(b) tax-sheltered annuity

Eligible for 403(b)

Gifts/personal (not handled through the congregation

Tax-free/excluded

Health reimbursement arrangement

Tax-free, if plan is properly established

Health Savings Account

Tax-free, if plan is properly established

Healthcare flexible spending account

Tax-free, if plan is properly established

Housing allowance

Taxable income/Form W-2, may be deducted on
Form 1040, Line 25

IRA payments by congregation

Premiums are tax-free, but proceeds are taxable

Insurance, disability paid by congregation; clergy — beneficiary

Proceeds are tax-free

Insurance, group-term life paid by congregation

First 50,000 of coverage is tax-free, if plan properly
established

* Many of these compensation elements are conditioned on plans being properly established and subject to annual limits.
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Explanation

Minister-Employee

Insurance, health

Tax-free, if directly paid by congregation or reimbursed
to clergy upon substantiation. If paid by clergy and
not reimbursed by congregation, deduct on Schedule A

Insurance, life, whole or universal, congregation is beneficiary

Tax-free/excluded

Insurance, life, whole or universal, clergy designates
beneficiary

Taxable income/Form W-2

Insurance, long-term care

Tax-free if directly paid by the congregation or
reimbursed to clergy on substantiation.
If paid by clergy and not reimbursed by congregation,
deduct on Schedule A subject to limitations

Loans, certain low-interest or interest-free loans over

$10,000 to clergy

Imputed (the difference between the IRS-established
interest rate and the rate charged) interest is taxable
income/Form W-2

Moving expenses paid by the congregation (only applies
to certain qualified expenses)

Tax-free if directly paid by the congregation or
reimbursed to clergy on substantiation. Reported on
Form W-2, Box 12, using Code P

Pension payments by the congregation to a denomina-
tional plan for clergy

Tax-deferred. No reporting required until
the funds are withdrawn by clergy or
pension benefits are paid

Per diem payments for meals, lodging, and incidental
expenses

May be used for travel away from home under an
accountable reimbursement plan

Professional income (weddings, funerals)

Taxable income/Schedule C (C-EZ)

Property transferred to clergy at no cost or less than fair
market value

Taxable income/Form W-2

Retirement or farewell gift to clergy from congregation

Taxable income/Form W-2

Salary from congregation

Report salary on page 1, Form 1040

Social security reimbursed by congregation to clergy

Taxable income/Form W-2

Travel paid for cleric’s spouse by the congregation

May be tax-free if there is a business purpose

Tuition and fee discounts

May be tax-free in certain situations

Value of home provided to clergy

Tax-free/excluded

Vehicles/personal use of congregation-owned auto

Taxable income/Form W-2

Voluntary withholding

Eligible for voluntary withholding agreement
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How Much Are They Worth?

Most clergy spend several thousands of dollars each year on congregation-related business expenses.
For example, the ministry-related portion of auto expenses is often a major cost.

Business and professional expenses fall into three basic categories:
expenses reimbursed under an accountable plan, expenses paid under / & JS \
a nonaccountable plan, and unreimbursed expenses. The last two
categories are treated the same for tax purposes. You will almost

always save tax dollars if your expenses are reimbursed. Combining an accountable expense
reimbursement plan with a housing

Key Issue

The reimbursement of an expense never changes the character of the allowance or health reimbursement
arrangement (or any other fringe

benefit plan) is not permissible. These
concepts are each covered under

item from personal to business. Business expenses are business
whether or not they are reimbursed. Personal expenses are always

nondeductible and nonreimbursable. If a personal expense is inadver- separate sections of the tax law and
tently reimbursed by the congregation, clergy should immediately Qannot be commingled. j
refund the money to the congregation.

To be deductible or reimbursable, a business expense must be both ordinary and necessary. An
ordinary expense is one that is common and accepted in your field. A necessary expense is one
that is helpful and appropriate for your field. An expense does not have to be indispensable to be
considered necessary.

® Accountable and Nonaccountable Expense Reimbursement Plans

An accountable plan is a reimbursement or expense allowance arrangement established by your
congregation that requires (1) a business purpose for the expenses, (2) substantiation of the
expenses to the congregation, and (3) the return of any excess reimbursements.

The substantiation of expenses and return of excess reimbursements must be handled within a
reasonable time. The following methods meet the “reasonable time” definition:

» The fixed date method applies if:
(d an advance is made within 30 days of when an expense is paid or incurred;

[J an expense is substantiated to the congregation within 60 days after the expense is paid
or incurred; and

[J any excess amount is returned to the congregation within 120 days after the expense is
paid or incurred.

» The periodic statement method applies if:

[ the congregation provides employees with a periodic statement that sets forth the
amount paid that is more than substantiated expenses under the arrangement;

[ the statements are provided at least quarterly;

[ the congregation requests that clergy provide substantiation for any additional expenses
that have not yet been substantiated and/or return any amounts remaining unsubstan-
tiated within 120 days of the statement.

If you substantiate your business expenses to the congregation and any unused payments are
returned, expense reimbursements have no impact on your taxes. The expenses reimbursed are
not included on Form W-2 or deducted on your tax return.
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The IRS disallows deductions for a portion of unreimbursed business expenses on the premise that
the expenses can be allocated to your tax-exempt housing allowance (see page 29). This is another
reason that all clergy should comply with the accountable expense reimbursement rules. The goal
should be to eliminate all unreimbursed business expenses.

Nonaccountable Expense Reimbursement Plans

If you do not substantiate your business expenses to the congregation, or if the amount of the
reimbursement exceeds your actual expenses and the excess is not returned to the congregation
within a reasonable period, your tax life becomes more complicated. Nonaccountable reimburse-

ments and excess reimbursements over IRS mileage or per diem limits must be
included in your gross income and reported as wages on Form W-2.

Unreimbursed expenses or expenses reimbursed under a nonaccount- / 4 \
able plan can be deducted only as itemized miscellaneous deductions Warning

and only to the extent that they, with your other miscellaneous
deductions, exceed 2% of your adjusted gross income.

Many clergy are paid expense “allow-
ances.” These payments accomplish

Unreimbursed expenses are not deductible if you are an employee nothing in terms of good stewardship.
for income tax purposes and do not itemize. “Allowances” are fully taxable for
income and social security tax pur-
If your congregation pays you an “allowance” for business expenses, it poses. Clergy must then resort to
represents taxable compensation. The term “allowance” implies that trying to deduct their expenses—
the payment is not based upon documented expenses, does not meet much of which will be limited by the

. . tax law—instead of receiving a full
the adequate accounting requirements for an accountable plan, and ; 9
. . . reimbursement.
must be included in your income. k J

® Documenting Business Expenses

For expenses to be allowed as deductions, you must show that you spent the money and that you
spent it for a legitimate business reason. To prove that you spent the money, you generally need to
provide documentary evidence that can be confirmed by a third party. Canceled checks, credit card,
or other receipts are an excellent starting point. To the IRS, third-party verification is important; if
business expenses are paid in cash, be sure to get a receipt.

Documenting a business expense can be time-consuming. The IRS is

satisfied if you note the five Ws on the back of your credit card slip / \
or other receipt: Remember
» Why (business purpose) When clergy provide a listing of busi-

ness expenses to the congregation or

» What (description, including itemized accounting of cost) other employer—this is only a report,

not documentation. Documentary evi-
» When (date) dence is much more than a report. It
Where (location involves a hard-copy support of the
> ( ) five Ws (why, what, when, where, and
» Who (names of those for whom the expense was incurred; kWho)- j

e.g., meals and entertainment)

The only exception to the documentation rules is if your individual outlays for business expenses,
other than for lodging, come to less than $75. The IRS does not require receipts for such expenses,
although the five Ws are still required. You always need a receipt for lodging expenses regardless of
the amount. A congregation may apply a documentation threshold lower than $75.
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® Auto Expense Deductions

Clergy’s car expenses are deductible or reimbursable to the extent they are for business (or income
producing) rather than personal use. Generally, only those expenses that are necessary to drive and
maintain a car that is used to go from one workplace to another are deductible.

Mileage and Actual Expense Methods

In determining your deduction for the business use of a personal car, you can use one of two
methods to figure your deduction: the standard mileage rate or the actual expense method.
Generally, you can choose the method that gives you the greater deduction.

Standard Mileage Rate Method

If your congregation pays you a fixed mileage rate up to the IRS standard rate (see page 6 for rates)
and you provide the congregation with the time, place, and business purpose of your
driving, you have made an adequate accounting of your automobile expenses.

If the congregation does not reimburse you for auto expenses or reimburses you
under a nonaccountable plan, you may deduct business miles on Form 2106
(2106-EZ). The total from Form 2106 (2106-EZ) is carried to

Schedule A, Miscellaneous Deductions.

. L. . . Remember
The standard mileage rate, which includes depreciation and mainte-

nance costs, is based on the government’s estimate of the average cost of The standard mileage rate may gener-
operating an automobile. Depending upon the make, age, and cost of ate a lower deduct.|orl than uélrlgﬂe:ctual
. expenses in some instances. But the
the car, the mileage rate may be more or less than your actual auto PeEnSt .
. . simplicity of the standard mileage
expense. If you use the mileage rate, you also may deduct parking fees method is a very compelling feature.
and tolls and the business portion of personal property tax. All auto-

related taxes must be claimed on Schedule A for employees.

Actual Expense Method

If you keep accurate records, determining your deduction for most expenses should be straightfor-
ward. Generally, the amount of depreciation you may claim and the method you use to calculate it
depend on when you purchased your auto and began to use it for ministerial purposes.

I,
IS

Under the actual expense method, you can use either accelerated depreciation or
straight-line depreciation. As the names imply, the accelerated method front-loads
the depreciation, giving you larger deductions sooner. The straight-
line method gives you the same depreciation deduction every year. \
Warning

Allowable expenses under the actual expense method include: gas
and oil, interest on an auto loan, repairs, lease payments, tires,
automobile club membership, batteries, car washes and waxes,

You have an important decision to
make the first year you put a car into
service.You will generally want to use

insurance, license plates, parking fees and tolls, and supplies, such the standard mileage rate in that first

as antifreeze. year.If you do not use the standard
mileage rate in the first year, you may

Commutmg Qot use it for that car in any year. /

Personal mileage is never deductible. Commuting expenses are non-
deductible personal expenses.
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Unless your home-office qualifies as a home-office under tax law, travel from home to the wor-

ship center (a regular work location) and return for worship services and other work at the worship

center is commuting and is not deductible or reimbursable. The same rule applies to multiple trips

made in the same day. The cost of traveling between your home and a temporary work location is

generally deductible or reimbursable. Once you arrive at the first work location, temporary or regu-

lar, you may deduct trips between work locations.

A regular place of business is any location at which you work or perform services on a regular

basis. These services may be performed every week, for example, or merely on a set schedule.

A temporary place of business is any location at which you perform services on an

irregular or short-term (i.e., generally a matter of days or weeks) basis.

Documentation of Auto Expense / \
. , . Remember

To support your automobile expense deduction or reimbursement,

automobile expenses must be substantiated by adequate records. For your records to withstand an IRS

A weekly or monthly mileage log that identifies dates, destinations, | audit, use a daily mileage log to docu-

business purposes, and odometer readings in order to allocate total \T\/ﬁnt business vs. personal mileage.

. . . . . ether you keep a notepad in the car
mileage between business and personal use is a basic necessity if or track the data in a PDA, some type of
you use the mileage method. If you use the actual expense method, log is the best approach to submitting
a mileage log and supporting documentation on expenses is data for reimbursement from your con-
required. Q’egation or taking a tax deduction. j

Per diem allowance

The IRS provides per diem allowances under which the amount of away-from-home meals and
lodging expenses may be substantiated. These rates may not be used to claim deductions for
unreimbursed expenses and may not be used to reimburse volunteers. Higher per diem rates
apply to certain locations annually identified by the IRS. For more information on these rules,
see IRS Publication 1542.

® Other Business and Professional Expenses
Business Gifts

You can deduct up to $25 per donee for business gifts to any number of individuals every year.
Incidental costs, such as for engraving, gift wrapping, insurance, and mailing do not need to be
included in determining whether the $25 limit has been exceeded.

The gifts must be related to your ministry. Gifts to congregation staff or board members would
generally be deductible, subject to the $25 limit. Wedding and graduation gifts generally do not
qualify as business expenses.

Entertainment

Meal and entertainment expenses are deductible or reimbursable if they are ordinary and neces-
sary and are either directly related to or associated with your ministerial responsibilities.

Personal Computers

Personal computers you own and use more than 50% for ministry may be depreciated (or reim-
bursed) as five-year recovery property or deducted (but not reimbursed). The business portion of
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depreciation may be reimbursed under an accountable expense reimbursement plan if the 50% busi-
ness “convenience of the congregation” and “condition of employment” tests are met.

K

2

If a computer is provided by the congregation in the congregation office but you
prefer to work at home on your personal computer, it is not being

used for the congregation’s convenience. If you meet the “conve- / S \
nience of the congregation” and “condition of employment” tests Warning

but do not use your computer (and related equipment) more than If clergy purchase a computer and use
50% of the time for your work, you must depreciate these items it primarily for congregation work and
using the straight-line method and you cannot take the Section meet the “condition” and “convenience”
179 write-off. If you qualify under the home-office rules, the 50% tests, only the depreciation on the

business portion of the computer can
be reimbursed by the congregation,
not the entire cost of the business por-
tion, based on the Section 179 first-

Qear write-off rules. j

Subscriptions to clergy-related periodicals are deductible. If the information in a news magazine
relates to your ministerial preparation, that periodical may qualify for a deduction.

test does not apply to you.

Adequate records of the business use of your computer should be
maintained to substantiate your deductions.

Subscriptions and Books

The cost of books related to your ministry with a useful life of one year or less may be deducted.
The cost of books with a useful life of more than one year may be depreciated over the useful life.

Telephone

You may not deduct, as a business expense, any of the basic local service charges (including taxes)
for the first telephone line into your home. Ministry-related long distance calls, a second line,
special equipment, and services used for business are deductible. If you are out of town on a busi-
ness trip, the IRS generally will not challenge a reasonable number of calls home. Although your
basic local telephone service (including taxes) for the first telephone line into your home is not
deductible for tax purposes, it is includible as housing expense for housing allowance purposes.

Telephone/Cellular

The IRS treats the value of a church-provided cell phone, and similar telecommunications
equipment, (including the value of any personal use by the employee) as excludible from the
employee’s income, as long as the cell phone is provided to the employee primarily for a non-
compensatory business reason (such as the employer’s need to contact the employee at all times
for work-related emergencies). Providing a cell phone to promote morale or goodwill, to attract
a prospective employee, or to furnish additional compensation to an employee is evidence that
there is no noncompensatory business reason.

Church staff may be reimbursed for the business use of a cell phone but
the church should probably require the employee to submit a copy of
the monthly bill and evidence that the bill has been paid.

Remember
If a church doe.s not have a substantial noncompensatory busu}ess If a church provides a cell phone to an
reason for providing a cell phone to an employee, or reimbursing the employee primarily for a noncompen-
employee for business use of his or her personal cell phone, the value satory business reason, the value of
of the use of the phone, or the amount of the reimbursement is the cell phone is excludible from the

employee’s income.
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includible in gross income, reportable on Forms 941 and W-2, and for lay employees is subject to
federal and state employment tax withholding,.

@ Allocation of Business Expenses

If you receive a rental or parsonage allowance that is tax-free, you must allocate the expenses of
operating your ministry (this is commonly referred to as the “Deason Rule”). You cannot deduct
expenses that are allocable to your tax-free rental or parsonage allowance. This rule does not
apply to your deductions for home mortgage interest or real estate taxes. See examples on pages

43 and 61.

This limitation requires the following calculation:

1. Amount of tax-exempt income (the fair rental value of a
congregation-provided parsonage and the housing allowance
excluded from gross income; this may be less than the
congregation-designated housing allowance) $

2. Total income from ministry:

Salary (including the fair rental

value of a congregation-provided
parsonage and the housing

allowance excluded from gross

income) $
Fees

Allowances (nonaccountable plan) $

3. Divide line 1 amount by line 2 amount = % of nontaxable
income. - %

4. Total unreimbursed business and professional expenses,
less 50% of meals and entertainment expenses. $

5. Multiply line 4 total by line 3 percentage (these are non-
deductible expenses allocable to tax-exempt income). $

6. Subtract line 5 amount from line 4 amount (these are
deductible expenses for federal income tax purposes on

Form 2106 [2106-EZ] or Schedule C [C-EZ]). $
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Income and Social Security Taxes

Income Taxes

The federal income tax is a pay-as-you-go tax. You must pay the tax as you earn or receive income
during the year. Employees usually have income tax withheld from their pay. However, the pay of
qualified clergy is not subject to federal income tax withholding. Clergy who are

employees for income tax purposes may enter into a voluntary withholding agreement

-

with the congregation to cover any income tax and self-employment
social security tax that are due. IRS Publication 505 provides addi-
tional information on tax withholding and estimated taxes.

® Tax Withholding

Congregations are not required to withhold income taxes from wages
paid to clergy for services performed in the exercise of their ministry.
The exemption does not apply to nonministerial congregation
employees such as a secretary, organist, or custodian.

Clergy-employees may have a voluntary withholding agreement with
the employing congregation to cover income taxes (the amount may
be set high enough to also cover the self-employment social security tax

0

Idea

~

Though not required, congregations
should offer to withhold federal (and
state and local, where applicable)
income taxes (never FICA taxes!) from
clergy pay. Filing Forms 1040-ES often
means saving up money for the 4/15,
6/15,9/15,and 1/15 deadlines. With-
holding the proper amount each week

\or payday is so much more efficient./

liability). Clergy need only file Form W-4 with the congregation to establish a voluntary withhold-

ing arrangement.

® Estimated Tax

Estimated tax is the method used to pay income and self-employment taxes

for income that is not subject to withholding. Your estimated tax is
your expected tax for the year minus your expected withholding
and credits.

If you are filing a declaration of estimated tax, complete the quarterly
Forms 1040-ES. If 2015 estimated taxes are $1,000 or less, no
declaration of estimated tax is required.

If your estimated tax payments for 2016 equal 90% of the 2015 tax
liability, you will generally avoid underpayment penalties. An option
is to make the 2016 estimated tax payments equal 100% of your
2015 federal and social security taxes (Form 1040, page 2, line 61).
This method generally avoids underpayment penalties and is easier to
calculate.

/ ~

\payment penalties.

)

~

When using the estimated tax method
of submitting income and social secu-
rity tax money to the IRS, pay at least as
much as your previous year’s total taxes
(before offsetting withholding, esti-
mated tax payments, etc.). Spread the
payments equally over the four Forms
1040-ES. This will generally avoid under-

.

Filing Tip

In estimating 2016 taxes, net earnings from self-employment should be reduced by 7.65% before
calculating the self-employment tax of 15.3%. There also is an income tax deduction for one-half of

your self-employment tax (Form 1040, page 1, line 27).

You pay one-fourth of your total estimated taxes in installments as
follows:

For the Period Due Date

Jan. 1 - Mar. 31 April 15
April 1 - May 31 June 15

June 1 - Aug. 31 September 15
Sept. 1 - Dec. 31 January 15

Remember

State income tax payment require-
ments may also be met by making
estimated state tax payments.
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Social Security Taxes

Social security taxes are collected under two systems. Under the Federal Insurance Contributions
Act (FICA), the employer pays one-half of the tax and the employee pays the other half. Under
the Self-Employment Contributions Act (SECA), the self-employed person pays all the tax (self-
employment tax) as calculated on the taxpayer’s Schedule SE.

Compensation received by clergy for services performed in the exercise of ministry is self-~employment
income and is always subject to self-employment tax (SECA). Ministerial income is exempt from
SECA only if you have opted out of social security. Federal Insurance Contributions Act (FICA)
social security tax should zever be withheld from the compensation of qualified clergy.

® Opting Out of Social Security Taxes

All clergy are automatically covered by social security (SECA) for services
in the exercise of ministry, unless an exemption has been received
based on the filing with and approval by the IRS of Form 4361. You
must certify that you oppose, either conscientiously or because of
religious principles, the acceptance of any public insurance (with
respect to services performed as clergy), including social security cover-
age. This includes an opposition to insurance that helps pay for or

LS

Warning

-

Opting out of social security is rela-
tively simple. Form 4361 must be filed
by the due date of the tax return for
the second year with $400 or more of

~

provides services for medical care (such as Medicare) and social secu-
rity benefits. Your opinion of the financial stability of the social secu-
rity program is not a valid basis to file for exemption.

Deadline for Filing for an Exemption

clergy income. But the simplicity of
opting out should not be confused
with the significant difficulty of com-
plying with the requirements for opt-

Qg out. Yy,

The application for exemption from self-employment tax must be filed by the date your tax return
is due, including extensions, for the second year in which you had net ministerial income of $400

or more. These do not have to be consecutive tax years.

® Computing the Self-Employment Tax

The following tax rates apply to net earnings from self-employment
of $400 or more each year:

Tax Rate Maximum Earnings Base
Year OASDI Medicare OASDI Medicare
2014 12.4% 2.9% $117,000 no limit
2015 12.4% 2.9% 118,500 no limit
2016 12.4% 2.9% 118,500 no limit

OASDI = Old-age, survivors, and disability insurance, or social security

® Self-Employment Tax Deductions

You can take an income tax deduction equal to one-half of your self-
employment tax liability. The deduction is claimed against gross

A4

Key Issue

~

Unless clergy have opted out of social
security, the net ministerial income plus
the excluded housing allowance and
the fair rental value of church-provided
housing is subject to self-employment
social security tax.This is true even if
clergy are retired and receiving social
security benefits. There is no age limit

kon paying social security tax. j

income on line 27 of Form 1040, page 1. You may also deduct a portion of your self-employment
tax liability in calculating your self-employment tax. This deduction is made on Schedule SE,
Section A, line 4 or Section B, line 4a, by multiplying self-employment income by .9235. The pur-
pose of these deductions is to equalize the social security (and income) taxes paid by (and for)

employees and self-employed persons with equivalent income.
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Line by Line

Form 1040

There are two short forms, the 51-line 1040A and the super-short, 14-line 1040EZ. Generally,
ministers should use the 79-line Form 1040 instead. It accommodates every minister, and there’s no
penalty for leaving some of the lines blank. Besides, going down the 1040 line by line may jog your
memory about money you received or spent in 2015. (Line numbers noted refer to the 1040 and
related schedules.)

® Filing status (lines 1 to 5). Line 2: If your spouse died in 2015, you can still file jointly and
take advantage of tax rates that would be lower than if you file as a single person or as a head of

household.

Line 3: If you’re married and live in a separate-property state, compute your tax two ways—
jointly and separately. Then, file the return resulting in the lower tax.

Line 4: If you're single, you may qualify as head of household if you provided a home for some-
one else—like your parent. Filing as head of household rather than as a single person can save
you a bundle on taxes.

Line 5: If your spouse died in 2013 or 2014 and you have a dependent child, you can also
benefit from joint-return rates as a qualifying widow(er).

® Exemptions (lines 6a to 6d). Remember to include a social security number for any dependent
who was at least one year old on December 31, 2015. If your child does not have
one, obtain Form SS-5, Application for a Social Security Number, at ﬂ
http://www.ssa.gov/online/ssa-5.html. If you are unable to secure /

the social security number before the filing deadline, file for an \/
extension of time to file. Filing Tip

Form 1040, Line 7. All compensation

® Income (lines 7 to 22). Line 7: If your employer considered you | fom Forms W-2 s reported on line 7.

an employee for income tax purposes, you should receive Be sure your congregation has not
Form W-2 from the employer. The total amount of your taxable included the housing allowance amount
wages is shown in Box 1 of Form W-2; attach Copy B of your in Box 1 of Form W-2.

W-2 to your Form 1040. Include the data from other W-2s you
or your spouse received on this line. If the employer erroneously included your housing
allowance in Box 1, Form W-2, ask the congregation to reissue a

corrected Form W-2.

If your cash housing allowance designated and paid by the employer exceeds the
lowest of (1) reasonable compensation, (2) the amount used to pro-

vide a home from current ministerial income, (3) the amount / ~ \
properly designated by the employer, or (4) the fair rental value of Filing Tip
the home including utilities and furnishings, enter the difference

Form 1040, Line 7. If the housing
allowance designated by the employer
exceeds the housing allowance exclu-
sion to which you are entitled, you
must include the difference on line 7
with a description “Excess housing

on line 7.

Line 8a: Include as taxable-interest income the total amount
of what you earned on savings accounts, certificates of deposit,
credit union accounts, corporate bonds and corporate bond

mutual funds, U.S. treasuries and U.S. government mutual allowance.”Your exclusion is limited by
funds, and interest paid to you for a belated federal or state tax the lower of the fair rental value of a
refund (whether or not you have received a Form 1099-INT). minister-provided home or your actual

If you haven’t yet received any of the statements due you, call Qousing expenses. j
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the issuer to get them. If you received more than $1,500 of taxable interest income in
2015, you must also complete Schedule B.

Line 8b: Here’s where you note any tax-exempt interest from municipal bond
funds. Don’t worry—that income is not taxable. But social security
recipients must count all their tax-exempt interest when comput-

ing how much of their social security benefits will be taxable. Remember

Line 9a: Enter as dividend income only ordinary dividends, not Most clergy do not have tofilea
separate schedule if interest or dividend

capital-gains dividends paid by mutual funds, which are reported income is $1,500 or less, only the totals
on Schedule D. Your Form 1099-DIV statements show the need to be reported on Form 1040,
amount and type of ordinary dividends you received in 2015. If
you received more than $1,500 in dividend income in 2015, you
must also complete Schedule B. Remember: Earnings from a money-market mutual fund are
considered dividend income, not interest income.

Line 10: If you received a refund of a state or local tax in 2015 that you deducted

on Schedule A in a prior year, include the refund here. / \
Line 12: Even when you file as an employee for income tax pur- Filing Tip
poses, you will probably have some honoraria or fee income from Form 1040, Line 12. The only ministe-
speaking engagements, weddings, funerals, and so on. This income, | (ial income that should be reported
less related expenses (see pages 41 and 50), should be reported on on line 12 is fees from weddings,
Schedule C or C-EZ and entered on this line. funerals, speaking engagements, and
similar income. Unreimbursed
Line 13: Enter capital-gains dividends here if you had no other expenses related to this income
capital gains or losses in 2015. should be deducted on Schedule C
or Schedule C-EZ.
Line 15a: Report as IRA distributions even amounts you rolled \ /

over tax-free in 2015 from one IRA into another. On line 15b, you
will report as taxable the amount of any IRA distributions that you did not roll over minus any
return of nondeductible contributions.

Line 16a: It’s likely that only a portion of the total pensions and annuities you received is taxable.
Your Form 1099-R will show the taxable amount, which you enter on line 16b. If you received
pensions and annuities from a denominationally sponsored plan, you may be eligible to exclude
a portion or all of these payments as a housing allowance.

Line 20a: No more than 85% of your social security benefits can be taxed for 2015 and none at
all if your provisional income is below $32,000 on a joint return, $25,000 for singles. If your
income doesn’t exceed the threshold, leave this line blank. If it does, use the worksheet

on Form 1099-SSA to compute taxes on your benefits.

® Adjustments to income (lines 23 to 37). Line 25: Health savings account deduction.
Contributions made by a taxpayer to a health savings account (HSA) up to $3,350 for an indi-
vidual plan and $6,650 for a family plan are deductible on this line. Individuals who have
reached age 55 by the end of the tax year are allowed to increase their annual contribution for
years after 2015.

Line 26: If your employer paid directly or reimbursed you for your qualified moving costs
incurred in 2015, these amounts would not be included as compensation on your Form W-2.
Therefore, you would have no moving expenses to deduct on line 26. However, if part or all
of your moving costs were not paid directly or reimbursed, deduct these expenses here.
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Line 27: One-half of your social security tax that is deductible for income tax purposes is reflected
on this line. This number comes from Schedule SE, Section A, line 6 or Section B, line 13.

Line 33: Interest paid on a qualifying student loan may be deducted on this line.

Line 36: If you are employed as a chaplain or any other minister-employee of a nonreligious
organization, use this line for your deduction of 403(b) contributions that you sent
directly to the plan. On the dotted line next to line 36, enter the amount of your

deduction and identify it as indicated. / \

Tax computation (lines 38 to 56). Line 40: Claim the standard Filing Tip
deduction only if the amount exceeds what you could write off
in itemizing expenses on Schedule A. For 2015, the standard
deduction is $12,600 joint, $9,250 head of household, and
$6,300 single. The amounts are higher if you or your spouse is

Form 1040, Line 54.If you made
contributions to a 403(b) or 401(k)
plan, and your adjusted gross income
was $50,000 or less, you may be

65 or older or legally blind. eligible for this credit. The credit is
. . . also available for contributions to
Line 52: Taxpayers with adjusted gross income of $50,000 or either a traditional or a Roth IRA. The
less may claim a credit on this line equal to a certain percentage excluded portion of minister’s hous-
of the employee contributions made to a retirement account ing does not reduce this credit.
or IRA (must complete Form 8880). K /

Other taxes (lines 57 to 63). Line 57: If you are a qualified minister (see pages 7—8) and have
not opted out of social security, you are self-employed for social security tax purposes. Your
social security is not withheld by your church but is calculated on Schedule SE if you had net
earnings of $400 or more and paid with Form 1040. The tax is 15.3% of the first $118,500 of
2015 self-employment income and 2.95% of income above $118,500. If your total wages and
self-employment earnings were less than $118,500, you can probably save time and headaches
by filing the Short Schedule SE on the front of the SE form.

Line 59: You will owe the tax on qualified plans plus the 10% penalty on the amount you
withdrew from your IRA or another retirement plan if you were under 59%, unless you meet
certain exceptions.

Payments (lines 64 to 74). Line 64: Did you have a voluntary withholding arrangement
whereby your employing congregation withheld federal income tax from your compensation?
Then show the amount of federal income tax the church withheld (from your W-2, Box 2)
along with other federal income tax withholding from other employment of you or your
spouse here. Also include tax withheld on your W-2G and other Forms 1099 and W-2. The
amount withheld should be shown in Box 2 of Form W-2G, in Box 6 of Form 1099-SSA,
and Box 4 of other Forms 1099.

Line 65: Don’t get confused: Even though you made your fourth-quarter 2015 estimated tax
payment in January 2016, it’s counted on your 2015 return.

Line 66a: Enter your earned income tax credit here or let the IRS calculate it for you. If you
have a qualifying child, you must complete Schedule EIC.

Refund or amount you owe (lines 75 to 79). Line 79: The IRS assumes you must pay the
estimated tax penalty if you owe $1,000 or more beyond what you've paid through withholding
or estimated tax and the amount due is more than 110% of your 2014 tax bill. You may qual-
ify for one of several exceptions, however. Use Form 2210 to prove your case.
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Schedule A (ltemized Deductions)

If you live in church-provided housing, you often cannot itemize. But run down Schedule A just to
see whether you might have more write-offs than the standard deduction will permit.

® Medical and dental expenses (lines 1 to 4). Don’t overlook the cost of getting to and from the
doctor or druggist. Write off 23 cents per mile plus the cost of parking. If you didn’t drive,
deduct your bus, train, or taxi fares. The cost of trips to see out-of-town specialists and as much
as $50 a day for the cost of lodging when you’re out of town to get medical care count toward the

7.5%. Include all your health insurance premiums, as well as Medicare Part B premiums for
2015.

® Taxes you paid (lines 5 to 9). Even though your real estate taxes are a housing expense exclud-
able under the housing allowance, you may still deduct them (even for multiple properties if not
deducted elsewhere on the return) on line 6 as an itemized deduction—one of the few “double
deductions” allowed in the tax law.

® Interest you paid (lines 10 to 15). Line 10: If you bought a house during 2015, review your
escrow or settlement papers for any mortgage interest you paid that was not shown
on your lender’s year-end statement. If you paid interest on a second mortgage
or line of credit secured by your home, include the interest expense

here 4 N

Filing Tip

As with real estate taxes, it is possible to deduct mortgage interest
as an itemized deduction even if the interest is included in housing | Schedule A, Lines6,10-12.These
expenses subject to a housing allowance. Interest paid on a secured | lines relate to the most significant tax
mortgage is deductible on Schedule A regardless of how the pro- break available to ministers who own

. their own homes. Even though real
ceeds of the loan are used. However, the only mortgage interest

Iv includibl housi d housi 1 estate taxes, mortgage interest, and
properly includible as housing expense under a housing allowance points are excludable under the hous-

is when the loan proceeds were used to provide housing. For exam- | ing allowance, subject to certain limits,
ple, interest on a second mortgage used to finance your child’s col- | the same amounts are deductible as
lege education is deductible on Schedule A but does not qualify as | itemized deductions.

a housing expense for housing allowance purposes. k /

Don’t overlook points you paid to get the mortgage. All of the points are generally deductible as
interest here. Points paid for a refinancing must be amortized over the life of the loan. But you
can deduct on your 2015 return the portion of all points paid that correspond with the percent-
age of your refinancing used for home improvements.

® Gifts to charity (lines 16 to 19). Line 16: For gifts you made in 2015, you
must have written acknowledgments from the charity of any single gifts of $250

or more and for all gifts of cash. / \

Line 17: Deduct your charitable mileage for any volunteer work at Filing Tip
the rate of 14 cents a mile.

Schedule A, Line 21. Since the

® Job expenses and other miscellaneous deductions (lines 21 to deduction for meal and entertain-
27). Don’t assume you can’t surmount the 2% AGI floor on ment expense is limited on Form
these miscellaneous deductions. A wealth of employee business, 2106, expenses claimed on lines 21

to 23 are reduced by 2% of your
adjusted gross income, and the stan-
dard deduction may be advantageous

investment, and tax-related expenses— from job-hunting costs to
tax preparation fees—are deductible here. And if you bought
business equipment required by your employer and you were not )

1,1 b gu p ql,l dff ,y Y u. ploy th 51015 limi for you, using an accountable expense
reimbursed, you can write off its entire cost up to the imit. reimbursement plan to reduce or
(However, see the allocation of expense rules, page 29, and exam- eliminate unreimbursed expenses is

ples on pages 43 and 61.) \generally a wise move. /
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Sample Return No. 1 — Clergy-Employee for Income Tax Purposes (Accountable Plan)

Sample Return No. 1

Accountable expense reimbursement plan

Minister owns residence

Pays federal taxes through voluntary withholding

Congregation reimbursed nonqualifying moving

expenses

Housing fair rental value test applied

403(b) contribution by salary reduction and

employer contributions

Application of Deason Rule

Minister considered to be an employee for income
tax purposes with an accountable business
expense plan.

The Browns live in a home they are personally
purchasing. Pastor Brown has entered into a
voluntary withholding agreement with the church,
and $12,000 of federal income taxes are withheld.

Income, Benefits, and Reimbursements:

Congregation salary $64,850
Christmas and other special occasion gifts

paid by the congregation based on designed

member-gifts to the congregation 750
Honoraria for performing weddings, funerals,

and baptisms 650
Honorarium for speaking as an evangelist at

another church 1,000
Mutual fund dividend income:

Capital gain distributions 150

Ordinary 954
Interest income:

Taxable 675

Tax-exempt 1,200
Reimbursement of self-employment tax 12,000

Business Expenses, Itemized Deductions,
Housing, and Other Data:

100% of church-related expenses (including 9,412 busi-
ness miles) paid personally were reimbursed by the church
under an accountable expense plan, based on timely sub-
stantiation of the expenses.

Expenses related to honoraria income:
Parking
Travel —

864 x 57.5¢ per mile
Meals and entertainment

Other

Potential itemized deductions:

Unreimbursed doctors, dentists, and drugs

State and local income taxes:
2014 taxes paid in 2015
Withheld from salary

Real estate taxes on home

Home mortgage interest

Cash contributions

Noncash contributions — household
furniture/fair market value

Tax preparation fee
Student loan interest

Housing data:
Designation
Actual expenses
Fair rental value including utilities

403(b) pre-tax contributions for Pastor Brown:
Voluntary employee contributions made
under a salary reduction agreement

Nonvoluntary employer contributions

Moving expenses reimbursed under a
nonqualified plan (see page 45)

$ 25

497
50
200

1,500

400
1,600
1,000

14,850
8,200

266
200

1,906

26,000
25,625
25,000

500
2,000

6,750
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E 1 040 Ueparimeni of the lreamuy — nkernn Heverue Soreacs o) 1 5 |
i U.5. Individual Income Tax Return 'J' "-"’f | CRB B, ERA 500 | 155 Les Qv — D il werils O Bla i s s

Foi ibopoar dan, * Doz 31, 2005, or pther tax yosr bogoning 20 E, endirg R ‘Ses gspamis instnuctions,
Tl NEst rarms ard i liak Lusl fame Your social securly number
Milton L. | Brown 541 16 (8194
W i1 fwint return, spoigsa s first name and irdial | ast name Zpouse's sacial security numbar
Alessia S. Brown _ 238 49 (7249
Homie address {rambier and atractt. if voar have a P O oo, see mstnictions Apt. no M mure The SN aae
41 BTrE ntan Street A o ime B are correal.
DIL;,' awr or '_';.“:lu:-!'l'_m. slnle anld TIF ooce 1 vag have 3 [oreem ..IJJI":.“' ako zarpis b e bejn [tam riruchorig . an‘gdnnhdﬂmrr CI'I'ﬂPili.!I'I“
ri fi 5 Chesk heefsce, i ymur s ing
Fntsﬂl?rl :xnmgl.ryﬁ!::lff:uH 43304 Fomeng provirce’slalsdioounly Frragn posia code :TII_E":::',?;EE';}_JHJ:::;:? E.:;fms
rebsnd [ You ] Seouss
Filing Status 1 __| Sl A [ Jemd of househokd (il cpaalifying pessong, (See instructions) 11
2 1| “arrad filing Jdrrﬂy (ng.nan if |;|.rt:,r one had income) Ity qualiiymg person is & chitd bul not yone dependest, ener this
Check only one a | Marriad filing ssparately. Entar apouss's S5N above chifel's it hore, e
bt ard full name hars. e 5 | | Cualtying widover) with dependant child
Exemptions G K Yoursell, Il somecne can claim you as a dependant, do nol check box 8 ] flots ohpoe 2
2 R_ TPt i P s . [;'h'l # ohibd undes a . ¥} mﬂﬂfﬂh?ﬁn —
i r:s n:: e Vot s mﬁ;ﬂ!::?:m .Jﬂ.?.’:.‘.’l'i?';;. glfiifj-}ic_';% m:;[g" ",';F:"'ﬁ * ::-:dm Tli:lej'l:;ir 1
Charles Brown [5141431%196 | Son x e o,
g:mil?nat: f:ﬂulrE ] ] B “ﬁlrmma; _
irﬁ?rc:ltims Iz|nr=:| H| wﬂﬂﬂﬁﬁ
chsck berg | : [ Add bers on 3
d  Totsl numbsr of exemptions dsu—l.al:s ] Enes abova
Income T Waoes, salaes, lps, etc. Attach Formis) W- E|T1C| Excess Hnusmg Mluw S1, UEHJ ? 58,850
Ea  Tacable ntarest Attach Schadula B If reciired ] : Za 675
b Tax-sxempt Interest. Do not include on line 51 | 8t 1,200 | ]
:ﬁ;ﬂg:‘:ﬁﬁ Ba  Ordnary dividends. Attach Scheduls Bif raguirsd N _ea 954
attach Forms b Cualified dividends ; | s [ 954 | [l
W-2G and 10 Taxable refunds, credie, or offssts of state and local income Ts.xes ] 10
1096-R If tax 11 Alimony recelved . . , 11
e 12 Business imcome or (oss), Attach Scheduls Cof G-E2 . . 12 1,120
13 Capital gain or Joss). Attach Schecule D f required. If not faqmra-d l:.hst::k harva I- m 13 150
n 3';“"1"?','%”{'[ 14 Other gains or (lesses), Attach Form 478¢ f 14
g:aal‘nst;u;:'lians. 152 RA distributions 154 | by Tewable armount 155
183 Pensions and annuities | 18a by Tawabla armourt 16
17 Rents real esiats, royalties, partnsrships. 5 corporations, truste, eto. Attach Scheduls E 17
18  Farm income or Joss). Attach Schedde F .| Lo A 18
18 Urnemployment compenaation UTrR ¢ s g e
200 Socal secunty Denells | 204 | | fy Tamable armounl | 20
21 Other incoma. List lyps and amaunt - |
22  Combira the smownds in the far fght column Sor Bres 7 throwgh 21, This i your total income: & 22 61,749
3 Reserved | 23 | !
Adjusted 24 Gartan biihals ek of ressnits, pirlamiig asty ahd
Gross fas-basis govemment offcials. Attach Form 2106 or 210662 | 24 | :
Income 35 Hesith savings accourt deduction, Aitach Form 8839 . | 25 |
26 Moving expenses. Attach Form 3803 26 |
27 Decuctibla part of self-emplovment tax. Attach Scheduls SE a7 5,988 |
2 self-amploved SEP SIMPLE, and qualified plans |28 | §
20 Ssif-emploved health Insrance deductian 20
30 Ponalty on oaty withdrowal of sawings . 30
31a Alimony paid b Recipient's SSH * Ha
32  IRAdeduction Liga 32 | |
33 Student loan interest dad.m'tlcn e e a3 | 1!9_'0;5
34 Reserved . 2« |||
as Darmssstic producton actiities desducticon. Mtach Form 2803 35 1.
36 Addiines 23 through 35 . EEE— il 7.894
AT Subtract ne 36 from line Z2. Thisia your ad]ustad gross incoma . ., . » ay 53 855
For Dizclosure, Privacy Act, and Paperwork Aeduction Act Motice, see separate instroctions. Cab Mo, 118208 Foom 1040 zois)
Line 7 — See page 44 for the calculation of the excess housing allowance.

Line 27 — See page 31 for the explanation of the self-employment tax deduction.
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A L S 2 e

38 Amount from fine 37 [adjusted grossincome) . . . . . A : as | 53,855
Tax and A0a  check | ] Youwers bom before Jenuary 2, 1951, [ slird. | Total boxes
Credits if: [ Spouse was nom befors January 2, 1951, [ Blind. ! checked & 32a
bs  Iyour spouse femlzes oné separate retum of you were a dual-status afen, chechheree  3ab[ ]

r Standard 40 hemized deductions from Schedue 4) or vour standard deduction (see beft marging 40 26,316
Deduction | 44 subtractfine 40 komineds . . 41 27,539 i
* Pooplowhn | 42 Exemplions. |f e 3812 5154950 of ks, middpy HIIIDbr ihe smbar o fa et D‘Iha'e.Lsa sepmatnctons. | 43 12,000
?ﬁﬁnﬂﬁe 43  Taxable inpome. Subtract line 42 from ne 41 Ifline 42 & more than line 41, enter -0- 43 15,539
iﬁﬂéﬂﬂaﬂr 44 Tax {zee instructions). Check if anyfrom: & [ Formigi 814 b [ Formdoye o _| A4 1,443
daimedaza | 45  Alfemative minimum tax (2ee instructions). Attach Fomm 8251 ; ; 45
E:E&-Idmt' A8 Excess advance prenum tax credt rapayment. Aftach Form BREZ C 46
":JTi::’L 47 Addlipas 44, 45, and 45 _ > | 47 1,443
i ot ; 48 Foralgn @ cracdt, Sttack Form 1716 11 ramdad 48
Married tiling | 4% Gredit for child and depandent care edpaness, Attach Form 2441 i
i%?uﬁwly' 50 Educaton credite from Form BB63, lins 19 500
Narried filing | 51 Retrameant zavings contributions cradit. Attach FDI'F'I E-EIE-EI 5
Ty | 52 Chidtax cradit, Attsch Scheduis 5812, f required. 52 1,000
ooHet). 53 Residential energy credil Atach Fomn 5635 B
Haad of 54 Ofhercracts rom Farm; s [ 3800 p [l es0d e [ 54 A
Jousebeld, | 85 Acdlines 48 trough 54 These are your total oredits . | . , 55 1,000

o — __.-_gﬁ Sllh[rﬂct |-I‘IIEI 55 |'fD|"I'| 1|I|ﬁ ‘:? |‘ ||I'|E ‘15 iS mur_r:_ 1_|'ia._'1-ng£ antes - T L3 G M3

57  Self-smoloyment tax Altach Schaduls SE . .. . ] 57 11,975
Other 58 Unreported social sscurity and Medicars tax from Ftlrrn a | | 4137 b _| 813
TE‘IIES =11 Adedlicr tox on |His, other guathed rebrement plans, ste Mtac Formm 5339 d required La

608 Housshold smploymesd toges from Schedus H . W Bila

b First-time homebiyer credd repayment, dttach Form 5405 [ required e . B0k

&1 Health carer individual responsbility fseeinstructions).  Full-year coverage [§] . . . : 61 |

62 Tawesfrom; a [ Form 8958 b | Form 8880 o [ Instructions:  enter codeist 62

63 Acd lines 56 through B2 This is vour total tax T e gy ] 12,418
Payments 64  Fsderalincome sax withheld from Forms W-2and 1608, 64 12,000

Ty 85 2015 estimeted 15 peyments and amount sppked from 2014 retum - 85
|er. ':*‘"" "  gga Eamnedincome cradit (EIC) : . Géia
child attaeh | B Nontazabi combat pay daction | 88b | | ]

Bchedule EIS: | &F  Additlonal ehile tix credd, Altach Schedule B312 . B

&3 Arratbcan oppariundy cradit from Fonn 8863, line 8

6% Met premium tee credit. Attach Form BBG2 AAEE- R [ )

7O  Amount paid with reguest for extension 1o file ORI

T Excees aocie security and tier 1 RRTA tax withheld . . . . T

T2  Credn for federal tex on fusla. Attach Form 4136 . . . . 72

73 Credts bomPom: a [ 2450 b | et ¢ [ (8E8s o [ 3 )

74 Addlines 54, B, B5a, and B Ihrowgh 73 These are your total payments : St B 12,000

Refund 75 |ffine 74 = mors than line &3, subtract fns 63 from line 74, This ks the ameunt yn:r..l mrarpEId 75

Tha  Amount of ine 75 you want refunded to you. If Form 8288 is attachsd. check hers e |[78a
(oot daprst? ® b Routingrumbsr || [ 5] | ®cType || Chacking || Savings |
Sea  d  Account number : i : ' | :
AN a7 Amount of ine 75 you want applladm your 2016 estimated tax 77 | |
Amount 78 Amount Youl Dwe, Subtract ine 74 fram #ne 63, For cetaks on how to Py see instructions | T8 418
YouOwe 7o Estimated tax penalty {see instructions) VL e ¥ _
Third Party Do o want to aflow anather person to discuss this retum wah the |RS [see instrucilons)? || Yes. Cormplata below | M
Pesignse PRSP o e N I I
E[,gn Linciey mns]ﬂﬁtaw peﬂur'!r.l Gecdage Tt | hea axarined ks relum anid scoompanying Mfﬂju%wabamw._ﬂnd ks e Daak OF rive KnceyledGe ard Babal,

ey @i i, oemect, andl commbate. Declarabon of preparer jathar hen e 5 hossd on &l nfmmaban of which pregarsar hes any ke kados
HBI‘E o vgn'mlr | [lade Yo cooypation Daagtma phone rumber
otz N e T e | 415/16 | Minister
Fimop ] Epm,ﬁl; -s.alg'hmn' Ifaj |r.|n rehur qﬂ} LIS RiGn RIqu; Spouse's coougahon £ i [P snnl o an ety Fotector
o 1009t | 4/15/16 | Housewife caena] LT L1 L1
Pﬂid Frim 'I‘Tg,-p-e [ Bpares s nare i'rEp@.rdr'B slreturs Lhats i I_ . T
self-mnploved
51::];{':; Firm's namg b Firm's EIW
Firm's ardrss e Phoon no,

it i o et 10 Foera 1040 21

Line 64 — The minister had income tax withheld under a voluntary withholding agreement with the church. Notice
that income tax was withheld relating to both the income and social security tax liability.
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- - i o, 1 o074
f,‘:‘i,'j,ﬁ'ﬂﬁk&,“ Itemized Deductions Ry :;E?
Degartsment of the Treasry F Information about Schedule A and its separats instructions is at www.is.govschedulea. A1.'-1|i'-'n:rm
Intesmd Feenpeme Servive 29 - Attach to Form 1040, Saguenss Mo 07
Mame|sh shovwn on Form 1040 ¥our social secunty number

Milton L. and Alessia 5. Brown 541-16-8194
Caution, Do not include sxpenses reimbursed or paid by athears,
Medical 1 Medical and dental expenses (ses instructions} . . . . . 1 1,500
and 2 Enteramount from Fom 1040, line 38 2 53r355 |
Dental 3 Multioly line 2 by 10% (101 But if sither you or your spouse was |
Expenses bern befare January 2, 19571, multiply line 2 by 7.5% 0075 instead | 3 5386
4 Subtract line 3 from lne 1. 11 line 3 is mere than line 1, enter-0- . . . . . . . | 4 0
TaxesYou 5 State and local
Paid a [Elircome taxes ] . . .. .. .. B 2,000
b | |Reservad
& FReal estate taxes (see instructions) , ... .. & 1,000
¥ Personal property taxes . . . P T
8 Othertaxes. List type and an'u:,ur"t l- [T
................................................................................................. s i
9 Addlines Sthrough8. . . . . . e 3,000
Interest 10 Home moigage inferest and pulrlt::rcpvrtl.,d -;J}l-;:lu oh F-;Jrrr UQ& 10 14,850
You Paid 11 Home modgage intarest nod repored to you on Farm 1088, IF paid
ta the parson from whom you bought the home, ses instructions
Maoite. and show that person's name, identifying no., and address &
Your mortgaga
irarast
deducticn may N & 01
belimited (288 42 Points not repotted to you on Form 1088, See instructions for
Inatructians). special les . .. . . L . . L L. 12
13 Reserved . | 3
14 Investiment inlerest, .ﬂ.mm r—-;:- m 4952 if mqulrcd r&-cc rstruclums1 14 |
15 Add lines 10through 14 . . . . 15 14,850
Gifts to 16 Gifts by cash or check, If you rr'ade any gift -;:uT $25(I ar more
Charity see instructions. . . 18 8,200
Myeumades 17 Other than by cash or -check If any guft of 52'=I.’J OF More, e
gftand gata instructions. You must attech Form 8283 ifover $500 . . . A7 266
bersfitfor . 48 Carryoverfrom prioryear . . . . P I
596 INECHONS. 49 pcdel lines 16 through 18 . . . . . . . . . 4 8,466
Gasualty and
Theft Losses 20 Casualty ar theft lossies), Allach Form 4684, (See instructions.) e .. . (30
JobExpenses 21 Lnreimbursed employes expenses—|ob travel, unlon dues
and Certain job education, ete, Attach Form 2106 of 2106-E2 If reguined
Miscolanaor: (Sesinstructions) @ 2
Deductions 22 Tax preparation fees . . . | 22 200
23 Other expenses—investment, Eafa daposit l:u:m Eb.: List ‘q.rpa
and amaunt
23
24 Add lines 21 through 23 . ., . Co 24 200
25 Enler armount Trorm Form 1040, line 38 25 23,835 |
26 Multiply ling 25 by 2% (02) . . . 25 1,077
27 Subtract line 26 from line 24, 17 line .46 Isrr::-ret"uan IIr'eE4 enter-0- . . . . . . 27 0
Diher 28 Other—from ligt in instructions, List type and amaount # |
Miscellaneors o
Deductions o8
Total 20 |5 Form 1040, line 38, over $154, 8507
Itemized [® Ma. ¥our deduction is not limited. Add the amounts in the far ight column
Deductions forlines 4 through 28, Alse, enter this amount on Form 1040, line 40, 28 26,316
[ ves. ¥our deduction may be limited. See the temized Daductions
Waorkshest in the instructions to figure the amount to anter.
30 If yvou elect to itemize deductions even though they are kess than your standand
deduction, check here . . . T I
Far Papsrwork Reduction Act Notice, ses Form 10440 instructions, Cat Baa, 171450 Behadula A [Form 1080 2015

Lines 6 and 10 — The real estate taxes and home mortgage interest are deducted on this form plus excluded from
income on line 7, Form 1040, page 1 as a housing allowance.

Line 21 — There are no unreimbursed employee expenses to deduct since the church reimbursed all the professional
expenses under an accountable expense reimbursement plan.
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SCHEDULE B OME Mo, 1545-0074
(Form 10404 or 1040 Interest and Ordinary Dividends 2015
Cepariment ol the Tressorg » Attach to Form 10404 or 1040. ﬂl‘ﬁl':; ;:n'
Inbainal Fevanue Serace & * Information about Schedule B and its instructions is at www.irs.gov/schedulab. Seauencs Mo
Marmaiz shown on reum ¥our social sacUfty numibar
Milton L. and Alessia 5. Brown 541-16-8194
Part | 1 List name of payer. If any interest iz from a seller-financed mortgage and the Amount
buver used the property as a personal residence, see instructions on back and list
Interest this interest first. Also, show that buyer's social security number and address »
StateHighwayBonds 1,200
Ohio S&L 675
[Ses instructions
o back and the
instructions for
Farmn 10408, of
Ferrn 1040 1
lirwie B,
Mota: lfyou e
received a Form -
1088-INT, Form
1089-010, or
bt . I | -
statermeant from
a brokerage firm, Subtotal 1,875
list the firm's Less: Tax-Exempt Interest -1,200
name as the 2 Addtheamountsenlne1 . ., . : 2 675

maffutallimarast 3  Excludable interest on serdes EE and | LS. savings bonds issued after 1989,

shien on that Attach Formas1d., . . . . . . . . . . o L L 3
form. 4  Subtract line 3 from line 2. Enter the result here and on Form 10404, or Form
1D lineda . . . . . . . e | 4 675
Mote: If line 4 is over 81,500, vou must complete Fart Il Amount
Part ll 5  List mame of payer & B
Ordinary ) e
Dividends

cn back and the
instructions for

Farrn 10404, of
Farrn 1040 5
lirs 1.

Mote: If pou

received a Form

1088-01 or

salbstitute

statament from

a brokerage firm,

list the firm's

narms as s

Paver and enter

Ei;ﬁggﬁwun &  Add the amcunts on line 5 Enter the total hers and on Form 10404, or Form

o that form L L T - o o I
MWote: If lins & is over 81,500, you must complete Fart Il

You must complste this part § vou {a) had over $1,500 of taxable interest or ardinary dividends; (b} had a

foreign account; or {¢) received a distribution from, or wera a grantor of, or a fransferor to, a foreign trust, Yes| No
Part Il Ta At any time during 2015, did you have a financial interest in or signature authority over a financkal
. account (such as a bank account, securities account, or brokerage account) located in a forsign |
FDI‘EIQI‘I country? See instructions . . . . L L L L L L L L e ¥
Accounts . - '
If *as," ara you requirad to file FinCEN Farm 114, Beport of Foreign Bank and Financil
and Trusts Accounts (FBAR), to report that financial interest or signature authority? See FinCEN Form 114 |
[See and its instructions for filing requirements and exceptions to thosa requirements | i s s
:S:T_Luftlms on b If you are required to file FinGEM Form 114, enter the name of the foreign country whars the I

financial account is located
&  During 2015, did yvou recetve a distribution from, or wera vou the grantor of, ar transfaror to, a
foralgn trust? If “Yes," you may have to fike Form 3520, Ses irstructionscnback . . . . . X

For Paperwork Reduction Act Notice, ses your tax return instructions. Cal Mo, 171460 Schedule B (Form 10404 or 10400 2015

=
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41

SCHEDULE C-EZ
{Form 1040

Net Profit From Business
(Sole Propriatorship)
* Partnarships, joinl vantures, el ganaecally mwst file Form 1065 o 1065-0,

RS Mo, 1545007

2018

Allachment

Cvgpuaatviwend o ihea Tracsuny L ¥

Tnnbssriesd Mrsernis Sanraicns 1060 * Attach io Form 1040, 1040MA, or 1044, = Sea instructions on page 2. Benpi bk

M ol propnelor Sooeal secunty number (S5M|
Milton L. Brown £41-16-8104

¥ou May Use
Schedule G-EZ
Inztead of
Schedul: C
Cinly If ¥ ou:

Minister

—m

Il General Information

= Had business expenses of 55,000 o

# U=a tha cash method of accaunting,

* [4d niod mave an nwantory at By Tme
durirg 1he waar,

+ [ad it mave @ niet los fram wour
business,

#* Had only one RUsiness a8 aither 5 s0ia

propristor, quaidad jomt verture, or
stabutony emploves,

A Princpal bosiness o grolession, nduding prodact or serdee

G Businges name. 1 no eezarata businezs nama, leave sank,

Chy, tawn or post office, stete, ana ZIP coce

F  Did you make any payments in 200 that would require you to file Formis) 10597 (sea the Instructions for

& Had mo empdeyese cuning thea year,
» Do mot dedust eepenass for ousingss
Lza of your hama,

—
® Do nat have peiar year unalowed
And Youe ssive aclivity Insses from this

business, and

= fre ol reguired lo fle Form 4882,
Cpracialicn aid Amarlization, Ter
thig busness, See the iretructions Tor
Schedule &, Ina 13, te Ing cul 1 wou

muEl fila,

B Enter business codi e e 21
B8 1 30]0]D
D Enter your EIN {sac page 2

E  Busirass addrass includng sute or raom no ). Address not recuirad if sama as on paga 1 of your tax ratum

Seheduls O [C¥ee X Mo
i e i viou ar will you fike required Forms 10897 | Yes | N
Part Il Figuare Your Met Profit
1 Gross receipts. Caution: IT this income was reparted to you an Form W-2 and the "Statutory
empioyes” box on that formn was checked, see Stehicoey empiopsss in the instructicns for
Sonedule G, line 1, and check heee L, o o . L 1,650
2 Total expenses (zee page £). If more than 5,000, you mueet u2e Schedule & . Lo 2 530
3 Met profit Substract line 2 from line 1. 1f les2 than zerc, you must use Schedule S, Enter on both
Form 1040, line 12, 2nd Schedule SE, line 2, or on Form 1040MNR, line 13, and Schedule SE,
e 2 (soo instructions), (Statutory emplovess do not report this amount on Schedule SE, fne 2.
Estanes and trusts, enter on Form 1044, line 3 3 1,120

Information on Yeur Vehicle. Complate this part only [ you ane claiming car or ruck expansas on line 2.

4 When did you place your vehick: noservice for business purposes? (month, day, vear) = 1/1/07
S O ke totay nurnier of miles you deove your vesreis curing 2075 enber the nurmoer of miles you ussd vour vehicle Far
Schedule C 864
a Buzihess 9412 b Cammuting (gee sage 2 .21 & Cther
B  Was your vahicke available for personsl use during off-duty hours? X ¥es [ INo
T Doyoufar your spouses) have ancther vehicle svailable for pesonal use? | . . |X Yes Mo
Ba  [Doyoel e svidense 1o suppo vour deduction? X Yes TNe
b |f'"es,” isthe evidence written? X ¥Yes [ |No

Far Papereark Hecuction Act Motios, saa tha separabe meinsctions for Schecule G [Form 1040),

ral ko 14T Sohwduls T-EL Fomi 10400 2015

Gross receipts:
Honoraria (weddings, etc.) $650

Speaking honorarium

1,000
$1,650

Expenses:
See Attachment 1 on page 43

Most clergy considered to be employees for income tax purposes (with that income reported on line 7,
Form 1040, page 1) also have honoraria and fee income and related expenses that are reportable on

Schedule C (C-EZ).
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Sehedue 56 Form 1040 205 Attachmert Sequercs Mo, 1T Fage 2
Hamie: of persan with self-anmploymant ircome (as shosm on Form 1040 or Fam 1040ME) Soclal sacurity number of person
Milton L. Brown witn sett-employment income = 5471-16-8194

Section B—Long Schedula SE

m Self-Employment Tax
Mate, If vour only income subject to sef-employment tax & church employee ncome, see irstructions, Also see instructions for the
cefinition of church employee income.
A If you are a minister, mamber of a religious order, or Chistian Sclence practitioner and you files Form 4287, but vou
had 5420 ar mare of other net eamings from sef-employment, check here and continue with Partl . . . . > |
1a  Met farm profit or {loss) from Schedule F, ling 34, and farm partnerships, Scheduls K-1 (Form 1065), )
box 14, code A Note. Skip lines 1a and 10 if yow use the farm optional mathod (see irstrections) Cla |
b I yeu recelved social secwrity retirement o dsability benedits, enter the ameourt of Conservation Beserve ) )
Frogram payments included on Schedue F_ line db, orlisted on Schedue K-1 (Form 1065), box 20, code £ ib | |
2 Meat profit ar {less) from Schedula C, line 31; Schadule C-E2Z, line 3; Schedule K-1 (Formm 1065),
box 14, code A [other than farming): and Schedule K-1 [Form 1065-B), box B, coda J1.
Miniztars and mambeara of religious ardera, ase inatructions for types of incoms to report on
thiz lina. See instructions for other incoma to report. Note. Skip this line i you use the nonfarm

opticnal mathod {see instructionsy . . . . . . . . . . L . L 0L 2 84,753
3 Cambinelines 1z, Th, and 2, . 3 84,753
da |7 line 3 is more than zera, multiply ling 3 hy 92 Cﬁ% ff}23;u -Dthﬂm a8, enter amaunt Tc-rn I|r'e 3 da 78,269
Mota, If line dais less than 2400 due to Conservation Resarve Program paymants on line 1k, see instructions.
b If vou elect one or bath of the optional methods, enter the total of lines 15and 17 here ., 4b
¢ Combire lines 23 and 4, If less than $400, stop; vou do not owe self-emplayment tax,
Exception. If less than $400 and yvou had church employee income, enier -0- and continue & 4c 78,269
5a Enter your church employee income from Form W-2, Sea
Instructions for definition of church emploves Incomse . . Sa |

b Multiph line Sa by 92.35% {8235}, If lasa than 3100, enter-0-
G Add lines d4c and Sk .
T Maximum amaunt of combined wages and self empn:-}.-'ment eaar“llngs Subj&l:l to so-cml se“unt:.-
tae of the 6.2% portion of the 7.65% rallroad retirement itier 1) tax for 2005 ., . 7 118500 GO

Ba  Total sockal securlty wages and tips ftotal of boxes 3 and 7 on
Formls) W-2] and mailroad retirement (ber 1) compensation,

o|§

78,269

I $118 500 or mare, skip lines 8o thraugh 10, and go te line 11 &a
b LUnreported tips subject to aocial security t2x from Form 4137, line 100 Bb
¢ Wages subject to social security tax (from Form 8319, lins 10 Bo
d  Add lines 8a, 5o, and Sc . . . 8d
9 Subtract line 8d from line 7, If zero or Iess Enrer I:| herﬂ ar‘-d on Ime 1I:| and gc-T::- Imﬂ 1 N 118,500
10 Multiphy the smaller of line & or line & by 12.4%, (1 Ei] o 10 9,705
11 Multiply line & by 2.9% (023 . 11 2 270
12 Self-ermployment tax, Acd lines 10 and 11, En1er here and o Fnrm 'IMD, Iine E? ar Fnrm 10¢MH Ine. 85 12 11,975
13 Deduction for one=half of self-employment tax,
Multiply lirve 12 by 50% (.50). Enter the result e and on
Form 1040, line 27, or Form 1040NR, line 27 . . 13 5988 |
Optional Methods To Figure Net Eamnings e Mstructions]
Farm Optional Method, You may use this methaed only IT {a} vour gross famm income’ was not mare
than $7,320, or {b} vour nat farm profts? were less than $5,2584.
14 Meaximum incoma for opticnal metheds . . 0 . 0 . L 0 L L L L L. 14 4580
15 Enter the smaller of: tewo-thirds (%4 of gross farm income’ (not kess than zero) or $4,820, Also
inc Iuda this amount on line db abowe . . . 15
Nonfarm Gptlonal Method. You may use thiz mathed onl:.r if 1a] your net n-::r'fam F:nrufrts1 were Iesathﬂn ‘*:u 284
and alee less than 72.153% of your gross nonfarm inceme,' and (b} vou Red net earmings from sef-emgloyment
of at least 3400 0n 2 of the prior 3 vears, Caution, You may use this methad ne maors than five times.,
16  Suotrect ing 185 from linetd, . . . o . . . . L. Lo .o 15.
17 Enter the smaller of. two-thirds {*/4) of gross nonfarm incomsa? n:nnt less than zem) or the
amaunt on ling 16, Alzo include thls amaurt on line db abave, ., L 17
T From Seh. F, line B, and Sch. K-1 (Ferrm 1065), box 14, cods B. * From Sch. C. line 31; Sch. C-EZ, lne 5, Seh. k-1 (Foern 1065). bax 14, code
* From Seh. F, line 34, and Sch. K-1 (Farmn 1065), box 14 code A—minus fis A; and Seh. K-1 (Form 1065-E], bax 9, sode J1
arnount you wodd have enterad on line 1o had you not ussd he ootiong * From Seh S, line 7, Sch. G-EZ, ine 1; Sch, K-1 (Form 1065, box 14, code
mathod. : and Sch. k-1 [Fnr'n 1IZII35-I3‘.| binie 3, code 2,

Schedule SE [Form 1040 2015

Line 2 — See Attachment 2 on page 43.
Line 4 — This line results in the deduction of a portion of the self-employment tax liability.

A minister must use Section B-Long Schedule if he or she received nonministerial wages (subject to FICA) and the total
of these wages and net ministerial self-employment earnings (W-2 and Schedule C [C-EZ]-related) is more than
$118,500.
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Attachment 1.
Computation of expenses, allocatable to tax-free ministerial income, that are nondeductible.

Taxable Tax-Free Total
Salary as a minister $ 57,850 $ 57,850
Housing allowance:
Amount designated and paid by church $ 26,000
Actual expenses 25,625
Fair rental value of home (including
furnishings and utilities) 25,000
Taxable portion of allowance
(excess of amount designated & paid over
lesser of actual expenses or fair rental value) $ 1,000 1,000 1,000
Tax-free portion of allowance (lesser of amount
designated, actual expenses, or fair rental value) 25,000
Gross income from weddings, baptisms, and honoraria 1,650 1,650
Ministerial Income $ 60,500 $ 25,000 $ 85,500
% of nondeductible expenses: $25,000/$85,500 = 29%
Schedule C-EZ Deduction Computation
Parking $ 25
Meals & Entertainment ($50 x 50% deductible portion) 25
Other 200
Mileage (864 miles x 57.5 cents per mile) 497
Unadjusted Schedule C-EZ expenses 747
Minus:
Nondeductible part of Schedule C-EZ expenses (29% x $747) (217)
Schedule C-EZ deductions (line 2) (See page 41) $ 530
Attachment 2.
Net earnings from self-employment (attachment to Schedule SE, Form 1040)
Congregation wages $ 57,850
Housing allowance 26,000
Net profit from Schedule C-EZ 1,120
84,970
Less:
Schedule C-EZ expenses allocable to tax-free income (217)
Net Self-Employed Income
Schedule SE, Section A, line 2 (See page 42) $ 84,753
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Housing Allowance Worksheet

Clergy-Owned Home
Name: Milton L. Brown
For the period January 1 2015 o December31 o 15
Date designation approved December 20 ,20 14

Allowable Housing Expenses (expenses paid from current income)

Estimated

Expenses Actual
Down payment on purchase of housing $ $
Housing loan principal and interest payments 18,117 18,875

Real estate commission, escrow fees
Real property taxes 900 1,000

Personal property taxes on contents

Homeowner’s insurance 500 550
Personal property insurance on contents 150 200
Umbrella liability insurance 100

Structural maintenance and repair 550
Landscaping, gardening, and pest control 200
Furnishings (purchase, repair, replacement) 400
Decoration and redecoration

Utilities (gas, electricity, water) and trash collection 3,500 3,500
Local telephone expense (base charge) 150 150
Homeowner’s association dues/condominium fees 219 200
Subtotal 23,636

10% allowance for unexpected expenses 2,364

TOTAL $ 26,000 $ 25,625 (p)
Properly designated housing allowance $ 26,000 (B)
Fair rental value of home, including furnishings, plus udilities $ 25,000 (C)

Note: The amount excludable from income for federal income tax purposes is the lowest of A, B, or C.

The $1,000 difference between the designation ($26,000) and the fair rental value ($25,000) is reported as
additional income on Form 1040, line 7.
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| a Cmployee's social seouity numnber | For Official Use Onby =
ccoge | Vod L] 547-16-8194 OME No. 1545 0006
b Emplcarar idertification numnber (EIM) 1 Wilagpeds, tips, other compensaton 2 Faderal income tax withheld
38-9417217 57850.00 12000.00
« Emplover's nams, address, and £IP code A Bocial secunty wagpes 4 Social sacunty tax withheld
Mﬂgnﬂ“a 5pring5 Church B Besliciare wages and lips & Medicars lax wilbhekd
4805 Douglas Road
Springfield, OH 45504 7 Social secunty ips B Allocated fips
d Coniral numier a 10 Dependent care benefils
& Employves's first name and initial Last narms Sutt. | 11 Mongualdied plans !za Bee metructions for bo 12
Milton L. Brown - 500
I S S
418 Trenton Street [ ] :
Springfield, OH 45504 14 Gthar 12
;21‘]
]
f Cmployes's address ared 7IP oode F
15 sww  Emplover's state D number 16 State wages vpe, ee | 1T State nooms tax 18 Loco wages, Uos, sie. | 190 Local Income b 20 Locuity name
OH | 6&77803 57850.00 | 1600.00
e— | —
Diepartrnent of the Trassury — Intamal Raverus Sarvice
Form w-z WaEE and Tax Statement E D l 5 For Privacy Act and Paparwork Reduction

Act MHotica, saa tha saparate instructions,

Copy A For Social Sacurity Administration — Send this sntire pags with
Cal. Mo, 101340

Form W-3 to the Sccial Security Adminietration; photocopies are not acceptable.
Do Mot CGut, Fold, or Staple Forms on This Page

Explanation of compensation reported on Form W-2, Box 1:
Salary ($64,850 less $26,000 housing allowance

and $500 403[b] contributions) $ 38,350
Special occasion gifts 750
Reimbursement of self-employment tax 12,000
Moving expense reimbursement of nonqualified expenses 6,750

$ 57.850

Pastor Brown received reimbursements of $7,593 under an accountable expense reimbursement plan. The
reimbursements are not included on Form W-2 or deductible on Form 1040. There is no requirement to add
the reimbursements to income taxable for social security purposes on Schedule SE.

Pastor Brown was also reimbursed for $6,750 of nonqualified moving expenses. He failed the distance test in that
his new principal place of work was less than 50 miles farther from his old residence than the old residence was

from his old place of work.
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Sample Return No. 2

Nonaccountable expense reimbursements

Minister occupies a church-provided
parsonage

Pays federal taxes using Form 1040-ES
Qualifies for the Earned Income Credit

Congregation did not reimburse moving
expenses

Application of Deason Rule
Tax Saver’s Credit

Minister considered to be an employee for income
tax purposes with a nonaccountable business
expense plan.

The Halls live in church-provided housing.

Income, Benefits, and Reimbursements:
Church salary — Donald

Salary — Julie (W-2 not shown)/
Federal withholding of $250 13,350
Christmas and other special occasion gifts
paid by the church based on designated
member-gifts to the church 500

$ 11,000

Honoraria for performing weddings,
funerals, baptisms, and outside

speaking engagements 5,200
Interest income (taxable) 750
Reimbursement of self-employment tax 2,100

Business expense allowance
(no accounting provided to church) 1,700

Business Expenses, Itemized Deductions,
403(b) Contributions, Housing Data, and
Moving Expense Data:

Church-related expenses paid personally:

Business use of personally-owned auto

(W-2 related) 7,450 miles
Personal nondeductible commuting 2,432 miles
Seminar expenses:

Airfare $675

Meals 233

Lodging 167

Subscriptions 200

Books (less than one-year life) 100
Supplies 250
Entertainment expenses 1,207

Continuing education tuition (related
to church employment) 500

Travel expense related to honoraria (Schedule C-EZ):
Airfare 2,042

Business use of personally-owned auto
2,177 x 57.5¢ per mile 1,252

Lodging 400
Supplies 700
Potential itemized deductions:

Unreimbursed doctors, dentists,

and drugs 3,050

State and local income taxes 460

Personal property taxes 300

Cash contributions 3,310
Housing data:

Designation 2,000

Actual expenses 1,000

Fair rental value, including furnishings
and utilities 11,150
403(b) pre-tax contributions for
Pastor Hall: Voluntary employee
contributions made under a salary
reduction agreement 500

Moving expenses (deductible) 1,183

Estimated $24,000 in income for health insurance exchange

subsidy at the beginning of year
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E 1 040 Tapamait of Ma Treamiy—bsr el fasnis Saeks A 1 5 |
E U.S. Individual Income Tax Return » | MR M. s 007 |15 s G =00 e o s e s
S, o ok L e begriiny L2015, mdiry & S sifrarate Instruclions

“Feur ﬁrslrla.nlu arsd irviial T Last vame T ) Your social s=curity rumber

DonaldL. _ Hall 482 | 11 6043

IF 1 joaih retiany, spdmtae s st parme and iriba Last rarme EFMB LR dh w.,urlnr mimbar
Julie M. | Hall 720 | 92 1327

Heime gy sess foumb-s arel streed), 11 vou have a PG bog, ses nsbiclicos Al ne

804 Linden Avenue

‘ BAnke =urs the SEM[s] above
arel o fire Booare correcl,

Lk, b o postoftoe, &

Iate; and D15 node 7 e hava s

toresgn addrass, Ay somplele saaces bodav fea nsmncons)

Pensacola, FL 32502

Fragldential Bection Carnpakn
reck hee F sou, of vourspoire i (g

Ferédgn calrhy name

Forcsqn provncasinted ooty

=oregn poalal aode

stk wenl £3 l.pn 3 ha lnd, Crising
2 i Db sl i SR O T

s D o D Soouse
Filing Status 1 ] Singles 4 || Fond of seaseaatd {with rpalitvng paisony, e instmichions,) 1f
& [iﬂ fdgrrad f|||n_g ]cintl:,- |:5l,la|'| if .:||-||3. orne had incx:me:n ther quaifynig porson-is a chdd Bl ned your dependent, ender this
Check orly one 3 [ Marriad filing separaialy. Snter mouse’s 55N above s fame fera, e
b and full name hera, e 5[] Cualidng widovzi with dependent child
Exemptions 6a [X] Yoursel, It somecne can claim you a3 & depandent, do not check box S Em;dﬁggﬂ
b x| Spousa : 3 . M, “:-m;hn
; = e o I\ il nnaarag o
m r::LMI::m.-n-u-:sm-u.t-;. . i '::}T.T.lmu mm;m"?;l e iy NI *Bed il you
David K. Hall 514 42 7465 | Son i iparon
A oy _SarahE, Hall 416 49 9125 | Daughter il (em Incttniobions}
ancents, sie deinks on B
Iestructions and L] r-afm o Ao
chack hers w | Add nubirsion
d Total numbar of exemptions claimed . lines above B
Income 7 Wages, salenes, tips, atc. Astach Formifs) W-2 iﬁd F_K’CESS Housing Alluw 51, Dﬂﬂ [ 27,150
B Tawabde interest Atlach Scheckis B i regirad Ba 750
b Tax-axempt intersct. Do not nclude on ine 93 | &b | o
iﬁ;ﬁx:“mﬁ g Ordinary dividencs, Attach Schadule B if required ga
byl b Qualified dividends | ab |
W-24 and 10 Tawabla refurkls, credits, or offsets of stats and local Income tayes 10
1026 if Lax 11 BEmany recelved : 1
was withheld. 12 Business ncome or (loss). Aftach Schedus G or C-EZ 12 2,520
13 Capital gairy or (oss). Altach Schadule D if fequired. I not reguired, L'.|1EILk hars D ]
;E'i":,.f".'f_‘g_”“‘ 14 Other gains of {losses). Allach Form 4797 A 14
288 imtm&inn& 158 |RA cstributians 15a | | by Taxable smouni 150k
16a Pensionz end annuitiss | 16a b Taxable emount 16
17 FRental real eetats, royelties, partnearehipe, 5 corporations, trusts, st Attach Schaduls E 17
18 Farmircomes or 10s5). Attach Schackie F L]
18 Urernployment compenssation ; R 1 18
s Boclal secumy benefits | 204 | | | b Tawahle smound 20l
21 Other incoms. List typs and armount 2
22 Combing tha amotnts indhe far dgit column far fnes 7 threagh 21, This is your total income B Fr 30,420
23 Peservad o] 1
AdIU5tEd 24 Cartain bushess gepenses ol reserdsls parlaming artists, and
Gross fea-basis govemment officlals. Attach Form 2106 ar 2106-E2 24
Income 25 Hsalth savings account ceduction. Attach Form 3383 25
26 Mowng experses. Attach Form 3903 26 1,183
27 Dadustbls part of salf-employment tax, Attach Scheduls SE 7 1,403
28 Self-smnleved SEP, SIMPLE: and qualified plans -
] Sult-amployed haalth Insuranca dacction 2
30 Penelty on sady withdrawal of savings i}
Sia  Almonypald b Recipient's SSH e 3a
32  |RA dsduston a2
33 Shudent loan imterest deu.r.:lm 33
34 Feserved Eo 1100
35 Domestic producton ectivitize d:dmtm Attach Fnrm BQUS 35 n
a6 Add lines 23 through 35 ; % 2 586
37 Sublract line 38 from line 22 Tris s your ndjualm grms |nr.:r3|rr= k| a7 27 834

For Disclosure, Privacy Act, and Paperwork Reduction Act Notloe, see separate instructons.

Cal b 113208

Fern 1040 iy

Line 7 — Julie’s W-2, $9,150, Donald’s W-2, $12,800 (see page 63), plus $1,000 of excess housing allowance (see

page 62).
Line 27 — See page 31 for explanation of the self-employment tax deduction.
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Ferrn 10403 (2015 Hage 2
38 Aot from Hns A7 fadiusted gross Income) — T 27,834
Tax and 3%a  chack | [ You wers bom before Jenuary 2, 1851, [ Blina, | Tetal oxes
Cradite if; [ Spousa waz bom before January 21951, [] Blind. ! checked » 30
b I your spouse Hemizes ona separate relurn or you were a dual-stalus allen, check herew S0
Standard 40 Hemized deductions {from Scheduls A) ar your standard deduction (ses st margin) | 40 12,600
Daduction | 44 subtrmctline 40 from lina 38 . . L 15,234
» Peoplewho | 42 Exemplicns, |Fins 35 e 5154960 or les, rr'l,llipl:.' 540)? b'f £ numiber sn Inaﬁd 01hw'.||sna Lo rmn,t:il:-us | 42 16,000
b{'l‘:d;rail:'l}ﬂ' 43 Taxable income, Subtractiing 42 frem line 41 I ine 42 s more than line 41, 2mer -0- 43 0
f‘a-;?:fafgﬂﬂr 44 Tax {mee natuctons), Check it eny tromy & [ Forrmisd 8814 b [ Form 4072 ¢ _ a4
E"‘"""S .1.-;.1 45 Altemative minimum tax (558 instructions). Attach Fom 8251 45
o 48 Excess advance pramium tax credit repayment, Attach Form 2962 | 46 77
inatuchons | 4o pde lines 44, 45, and 48 47 77
= Al others: : 5 i :
Sicle o 48 Forsigntex cradit Atlach Forrmo 11946 if required 48
M-:r'l-u-drslling 49 Credit for child and dependent cars expaneas. Attach Form 2441 48 1
Seaon T | 50 Echucation eredits from Form 8883, ine 19 : CE |
!'u‘._aré-a-} fiing | 51  FAetrement zavings contributions cradit. Attach Form 3880 &4 77
Gismlan 52 Child tew cradit, Attach Schedule 8812, # reguired 52
Uooaed, | B3 Residential snargy credit. Attach Form 5635 : 52
Haad of B4 Otheroredits rom Fome & [ 3800 b ] 880 e [ 54 )
ngg}”“m' 55  Addlines 45 through 54. Thess are vour total credits | . Naid 3 55 77
_ .+ Bg  Sublract line 65 from line 47, Hine 65 15 more than line 47, enter - IZI ; L 1l
B7  Sallemploymant tax, Allach Schedula SE 57 2,806
Other 58  Unrsported social securty and Medicare 12 from Form.  a [ ] 4137 b ] eang 58
Taxes B Addibonl tax en IRAs, other quaified retrement plans, eto. Attach Forn 5328 IF reguired | &8
Gq  Household smploymant tekes from Schadule H | G0a
b Fest-times homebuyer cradit repaymend. Attlach Ferm 5406 if required | B0k
B1  Health care: individual respansibility (s=e instructons]  Full-pear coverage [X] i
62  Taxesfrom: a | |Form385% b [ | Form 280 o || Instructions;  enter codals) | &2
B3 Add lines 56 through B2 This Is your total tax » | B3 2,806
Payments B84 Feceral income ta wiihheld from Forms W-2 ang 1088 B4 250, [
v B5 205 estimated tax payments ard emount spplisd from 2094 rstum. G5 [
gjjﬁ:l‘:;“ ® g Eammed Income cradit (EIC) B6a 3,822
child, atinsh | B Nonlsakls combat pay dacticn | 68k [ l
Schecule £10, |87 Acdnional chid 12 credt. Attach Schadule BE2 Al ) 2,000 |
G8  Amsnoan opportunity credit from Form 8363, lined . ]
G Mol premiven tax credit Attach Form BS62 . o
0 Amount pakd with recuest for axtersion toile , To
T4 Ewxcess soclal security and fer 1 BRTA fax withheld . . | T
T2 Cradit for faderal tax on fuels. Attach Form 4126 Tl E7g | 1
73 Cdlshor Famoa | 2438 b [ | Ao o emas o [ 73 B
T4 Addlines B4, 65 BBz, and B7 theough 73 These are vour total payments = | T 6,072
Refund 75 I Ime 74 izmore than line 63, subtract lina 63 from line 74, This = tha amount you overpaid | 75 3,266
783 Ameent of Fng 75 wou vrard relunded to you, If Form 8528 |s attached, chack hers Bl | 78a 3,266
Drecldepos(? ® b Routing number 1 i i | * o Type |:| Checking |:| Sangs
Bad B d  Account number | | | | | ! |
nstntors. |
77 Amcuntof line 75 you want applledtu your 21.'!16 astimated tex e 77 |
Amount T8 Amount you ovee. Subdract ing 74 from live B3 For datails on bow 1o pay, see Irsllul.,tu:ln'% Ld | Fi
[
YouOwe 7o  Estimated tax pangity fsee instructions) | . i 70 | | [ )
Thire Party Do you want to allew another person to dscuss his return with the [R5 (see insiructions)?  — Yes. Complatebslow. [ Mo
5 Desighea’s Fhwaie Personal idardificadion
Designee et T number PN » [TT1T 111
S[gn Livebir pestics of porpry, | dechare ial | hee coznmed Bis nelom s scecopsrging schudues gl stalemets, s o U besded iy koo and Dokt
ety @ ke, o, Bnck comnplaba: Dadciaration of preqers iofhar Tan boaqpayor B Dased on ol miommation of wileh prépanr his oy kremleis
Here

Your s Dl Your cooupaln | Derlime pheore rember
chetaehin? e m@?‘ <£[. 04 | 4/15/16 | Minlster

Haep acopy 'o Epse b"sq[hr'llurr‘ I gird returh, both mist sign, Clade Spouso's poeupation P
o eonds '*u___ haltl 41516 SEErEtEI}" S (soninat ]
Paid PrinkType prepamr's rame Preparer’s sigialure [RELE | Bk :: i
Pr'eparar | self-anployed
Usa Only famta name  » Firmm's EIN_ -
nn's addrass - Phone no

wdvenirs. oMo Dl Fenn 1040 @m s
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SCHEDULE C-EZ
(Form 1040)

Departiment af the Treasury
Izl Resenue Servios $56)

Net Profit From Business

{Sale Propriclarship)

* Partnerships, joint ventures, ete., generally must file Form 1065 or 1085-8,
* Attach to Form 1040, 1040MF, or 1044, » Saa instructions on pags 2,

kAR Mo, 154 00 7a

~c19

Artachrent

Segiiera Mo, '}g.A.

Reame ol progenets

Donald L. Hall

Seirizial securily mumber (S5M)

482-11-6043

Il General Information

—- | ., :—Iad busnass expensas of 55,000 ar > * Had no emplovess during ths vsar,
You May Use S + Do mat deduct sxpensss for business
Sehedule C-EZ ® Ll thie cash rmathod of aocounting, use of your home,
Instead of # Lol ot e an Inventory at any time — 1 * D it have prior year unallowed
Sehedule C during the iyear, And Your | passive activity losses from this
Only If You: = Did ot have a nat kass from your business, and
business, = Ara rot reguired to file Forim 4562,
, Dapeeciation and Amarization, for
* Hacl only oo busingss as aither a sole " y ;
propnetor, qualifled joirt veaturee, of g‘éf_ls'&'j":ésnﬁ,}fﬂ"ﬁﬂ”ﬂgﬁgﬁr
statutory amployes, st e :
A Frimcipal Business or profession, induding product or service B Erter business code |see page 2
Minister p8[1 3|0 00
© Business name. fno esparate business name, leeve olank. D Enter your EIN {ses page 2
F  Business ackdrass dncluding suite o room no ) Address nob recuired 11 Same as on page 1 of your e reium
Zity, town o post office, state, and LZIF cods
F o Did vou make any pavments in 2015 that woeuld reguire veu 2 file Formis) 10997 (2ee the Inatructicns for
Schedule O . R Yes |¥X No
G "as " did you or will you file required Forms 10897 Cl¥es X Mo
Part I Figura Your Net Profit
1 Gross receipts, Caution: If thiz income was repartes to you on Form W-2 and the “Statutory
emnoloves” box on that form was checked, ses Sfaftory employees in the instructions for
Zohadule C, line 1, and check here > |_ 1 5,200
2 Total expenses (see page 21, 1T more than £5,000, vou must use Schedule & 2 2,680 (1)
3 Net profit. Subtract line 2 from ling 1. If less than zera, you must use Schadule O Enter on both
Form 1040, line 12, and Schedule SE, line 2, or on Form 1040MR, line 13, and Schedule SE,
line 2 [zee instructions), (Statutory employees do net report this amount on Schedule SE, line 2.
Estates end trusts, entar on Form 1041, line 3 oL o 3 2,520

4

5

7

Ba

b

When did vou place yvaour vahicle in service for business purpos=es? [month, day, vear) »

Information on Your Yehicle, Camplste this part only I you are claiming car or truck expenses on line 2,

1/1/08

Cf tha total numbsar of miles you drove your vehicle during 2018, enter the numzer of miles you usad your wahicle far:

Business 2_rl_??__

b Commuating (ses page 2

Was your vahic ke available lor personal use during off-duty hours? .

Do youw {oF your spouse) have ancther vehicle availatle for personal use? |

Do you have evidence to support your deduction?

If *“es,” 'a the evidenoe writan?

______ e Cther
HYes [IMNeo
HYes [INo
Hyes [IMo
¥ Yes | |Me

Far Paparwark Reduction Aot Nodics, sea the separabe instructions for Schecdule G {Form 1040,

Cal. Mo, 123740

Sohedule C-EZ Form 10404 2015

(1) Expenses have been reduced by 39% as allocable to tax-free income (see page 61 for percentage). Most ministers are
employees for income tax purposes (with that income reported on line 7, Form 1040, page 1) and also have honoraria
and fee income and related expenses that are reportable on Schedule C (C-EZ). For an explanation of expenses related
to the honoraria in this sample return, see page 58.
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SCHEDULE SE b Mo, 154400 74
(Form 1040) Self-Employment Tax 15
_ * Information about Schedule 3E and its separate instructions |s at www.irs.gow schediikesa_ S
Diespartmenl of e Treasuy Attachiment
Irtesrried Flesesnue Service (B9 I Attach to Form 1040 or Form 1040MR., Sequencs Mo, 17
g of person wilh self-employment income Ges =hown on Fomm 10480 or Form 10400H) Social secunty numboer of peraon
Donald L. Hall with salf-employment incoms W 482-11-6043

Before you begin: To determing if you must Tile Schedule SE. see the instructions,

May | Use Short Schedule SE or Must | Use Long Schedule SE?

Hote. Use this lowchart only if vou must file Scheduke 3E. I unsure, see Who Must File Schedlde SE in the instructions,

—| Did you racaive wagas of ips In 20157 |_

Ma Yes

L J ; ¥

Are gou a minister, memise ol a religioos order, o Chiistian

Yoz Wi the tofal of your wages and ips subject to social securty

Seiencn practitioner whe recsean IRS approval ot to be faxed - o raltoad tatirement (e 13 b youx nod eamiings from Yes
ot @amirgs rom Bess sources, but you ows sall-emplogment sall-eanglo 1|;-:|r|t i than 5',1 1B 50017 . o
e o ther earringE? ! 4
Ma Mo
L J
Are yow usi one of the tcinad miethods 1o fguee your nest LA i) raceive igs subgact to socal sacirty of Madicars tax | Yea
¥ ) op 4 ¥ Yas i did . p
SRITINGEE @ retuctions) 7 . nat you did not report 1o vour employer »

e v

Mo [ D0 el peport any wagss on Fom 8318, Unoollactad SBocial Yes

Cid woun receive church amploves incoms dsee insbucions) | Yes

- F Seaunty and Medicare Tax on Wapes? -
reapsted ciFomm W-2 of 10828 af mere? -
an
L J
¥ou may usa Short Schadula SE balow e You musl uss Long Schedule SE on pags 2

Saction A—Short Schedule 5E. Caution. Fead above to ses if you can use Short Schedule SE.

1a  Met farm profit or floss) from Schedule F, line 34, and fam gartnerships, Schedule K-1 (Fu::-rr'n

1068), box 14, code A, . ., | 1a
b If you received sodal security retirement or dlsabli‘q.l benefits, enter the amount of Conservation Reserve
Fragram payments included on Schedule F, line 4k, or listed an Schedule K-1 [Foam 1085, box 20, code 7 | 1b |0 I

2 Met profit or doss) from Schedule 2 ling 21; Schedule C-EZ, line 3; Schedule K-1 [Form 1065,
box 14, code A |othar than farming); and Scheduls K-1 (Form 1085-B). box 9. code J1.
Minlsters and members of religicus orders, see instructions for types of income to report on

thiz line, See insgtructions for other incame to rep-ort - G . 2 19,860
3 Combinelinezla, b, and2 . . . 3 19,860
4 Multiply lina 3 by 92 35% [.8235). I less than $dIII you do not owe salf-ampbg.rmant tax; do

not file this schedule unless you have an amount on line 1k . . . . . A 18,241

Mote, If line 4 iz less than $400 due to Conservation Reserve Program pa’y’mer'ts on line 1k,
e instructions.

5  Sef-employment tax. If the amount on line 4 &

¢ 3118500 or less, multiply line 4 by 15.3% [153). Enter the result here ared on Form 1040, line 5T,

of Form 1040MR, line 55

= Mare than $115,500, multiphy line 4 by 2.9% (0295, Then, add 514,694 to the result.

Enter the total here and on Ferm 1040, line 57, or Form 1040NR, line 55, . . . . . . 5 2,806
6§ Deduction for one-half of self-employment tax.

Multiply line & by S0% {.50). Enter the result here and on Form

1040, line 27, or Form 1040MR, line 27 . . . . . . . . 6 1,403

For Paperwork Reduction Act Notice, see your tax return instructions, Cal. Mo, 113587 Sohedule SE (Form 10404 2015

Line 2 — See the schedule on page 61 for the calculation of this amount.
Line 4 — This line results in the deduction of a portion of the self-employment tax liability.

A minister may use Section A-Short Schedule unless he received nonministerial wages (subject to FICA) and the total of
these wages and net ministerial self-employment earnings (W-2 and Schedule C-related) is more than $118,500.
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SCHEDULE EIC Earned Income Credit _h OME Mo, 15450074
{Form 10404 or 1040y Clualifying Chiled Infarmation 10404 204158
b Compatale and allach 1o Form 10404 or 1040 caly il you hava 4 qualifying child, L oas, - =N
Fr‘;}_',".'rj','_?:'fk;‘.'l_"r_';:f;”r:-':';l':r_. W barrmalion hout Schedule SI (Farm 10404 or 1342] and ils nslructions B al Wi powscheduiosic - e P TN
Mams|s) shown an rehem Yo sacinl ascirity PumBer
Donald L. Hall 482-11-6043

# Ko the anstrections e Borm DGO, Bines 420 oned 42k, ar Forme 1O, lines G oand 948b, 1 make
sure sl D

Before you begin:

= He aure th axzrs with the child's social secunty cand,
Uitherwise, a the time we process your peruny, we iy redwce or disallow sour BIC, I the same or 85N on the child s

soial aecunty card 1 sot conect, call the Social Security Administration ai 1500772 1213,

* 07 ot ke the EIC ever thoug

vare ol elzible, vou may nor be allowed fe take the credit for up fo J0 vears. See the instrections for derails

P ¢ el fake ws lowiger fo process vour refiten and issue your vefund IF wou de ot IV in all lines that gppdy for eack gis

Qualifying Child Information Child 1 Child 2 Child 3

1 child‘s name Frst remie ast rama =rat name: Last mamie First anme: Last miarre:

I woun have more than theee gualifving .
chikdren. vou bave to Jist only theee o get David K. Hall Sarah E. Hall
the muximum credil

2 Child's 35N

The chitld must bave an 558 @ delined in
e amstroiticns Gor Formn 10404, lines 424
and A2k, or Form 1040, Jines Ooa and Gob,
unkees the child was bom and dizd in 514-42-7465 416-49-0125
2005, If your ¢hild was bon and died in
2005 oned Fid nedt have an 35N, enter
D™ an dhas Tine aneh wiach i copy of
the child’s karih cernficate, denth
certilicate, ur bospatal medenl reconds.

3 Child's year of hirth

idy ), wkip (vey da

4 aWas the child under nge 2l the end ol
2005, astudent, ared younger than you (o X Yes |_| MNa. |T| Yes. j Mo, |_| Yes, |_| No.
your apause, if filiag jolndy)? Lo Bir G for Beve B | Gt Cor dar Mere B | G far Crar e Knees b,
e 3. T 5. line 5.

b Wias the clild penmaently and fotally

dizabled duving any part of 20057 |:| Yes |:| Na. |:| Yes. I: Na., |:| Yes |:| No.

G o The child is nota | G te Tl child iz nota | G te The child is ot a
T 3. qualifying child. | Iae 5 qualifying child. | Nee 5 qualifying child

5 Child's relationship to you

(for example, son, daveliter, grandchild.
gz, nephew, foster child. he.)

6 Mumber of months child lived
with you in the United States
during 2015

= I the chald livedd wath you For more than
bl ol 20005 bl less them 7 monlhs,
enter 7"

« If the child was how or died in 2015 asd 12 monthe 12

} manths maonths
vourr home wis the child’ s bome for more

gl e than 12 Ty renr v i Wen T2 Do pand ender veoe than §2

thain hall the fime he or she was alive
duree 2005, enter =127 ik, A, seeareth,
For Paperwork Reduction Act Notice, 588 your tax Cat. he. 13339M Schadule CIC [Form 10404 or 1040) 2015

return instructions.

If you are eligible for the Earned Income Credit, you must file page 1 of Schedule EIC if you have a qualifying child.
Compute your credit on Worksheet B found in the IRS instruction booklet.

There could have been a much larger Earned Income Credit if Donald Hall’s business expenses had been reimbursed and a
lower salary prospectively established. The expenses claimed on Form 2106-EZ do not offset earned income for the EIC
calculation.
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B—2ﬂ1 5§ EIC—Lines 66a and 66b Reep for Your Records

Use this worksheet if you answered “Yes™ to Step 5, question 2.
Cionnplele [he parts below (Parts 1 theough 3 thal apply o you. Then, conbinoe o Part 4,

v‘r 10 yioou are merried Aling o joint retom, inclode yoor spouse’s amounls, i any, with yours o figore the amooarils o
euter i Parls 1 hrough 3,

la. Eorer the amount fram Schedule SE, Section A, line 3, ar i ;
Section B, Une 2, whichever applies, | i 33,210

Selt-Employed ;

Members I‘.Ifwth{ b Eoter suy amound fro Schedale SE, Section B, Lioe 46, and e 5a +|1b

mﬁl‘g'ﬁ and e Combing Times laand 1h =|1e 33,210

People With d. Enowar the amount from Schednle SE, Section A, lns & ar | "

Church Employee Section B, line 13, whichever appliss ; 1,403

Income Filing

Schedule SE e, Suhiract ling 1d from le, =[1e 31,807
2. Do onot include on theso linez any statutory empleyes income, any not profit from services performmed a2 a

m ooty pablic, aoy amowm! exemgl from self-emplovment (x5 the resnltof te Gling and approval of Fomt

A or Porin 4361, or any other amounis exenpt from self-mployiien .

Self-Employed

NOT Rﬂllllil"ﬂd A Enrer any net famm profit or (oss) from Schedole F, Hne 34, and from | 3
To File farm partnerships, Schedele K-1 | Borm 10630, hox 14, code A%, [ =#
Schedule SE b Enter any mel profit or (loss) from Schedele O, Time 310 Schedule C-EF,

Tine 3; Schedole K-1 (Form 1063, box 14, code A jothar than fanming); + o
Ef:;&“uifhm“‘ wnid Seledule K-1 (Focm 1065-5), box 9, code 11% ,
self employment
were s than 100, ¢ Cornbane lines 2a atd 2k, =02

I o fave any Schedule K-1 amounts, complele e appropriate linefs) of Schedole SE, Seclion A
Reduce the Schedule K- amennty qx described an the Partner's Instriclions for Schedule K-1, Enler
vour frene and social secinity mmber on Schecule SE cnd attach 1 o vour relurn,

Stﬂhltﬂ'ﬂ' quhm 3 Buesr e wnosul frow Schiedule C loe 1, or Scheduls C-EZ, e 1, tat 3
Filing Schedule you are fillog as g statelery employvee,
CorG-EZ
m da. Hueer your earned incoms [tom Sep 5. a
All Filers Using
dbl 31,807
Worksheel B b Combine lines be, Ze, 3, and 4a, This is vour tedal earned ineomse, !

Mot If line 4b e A o o s PR : : g
i e T 17 line 4b i zer0 o lesg, You cannet take the cradit, Enter “No' on the dotted line next to ling 56,

which yom should If wiou fuve:

liave paidd sell- ® 5 op mnore gualifyiee children, s lioe 45 less Gun 547,747 (352267 if marced filmg jomdy)?
ﬂﬂ?ﬁ:?‘fm ® 2 qualifying childsen, is line 4h lose than 544,45 (340 974 if marrdad fling joinfy)?
!'d-:luuu::,_'.'uuru;xahl by & 1 qualilying child, is line 4b lesy tham $391 31 1344,631 i married fling jointdy)?

the amount af ® Mo qualifying childmen, is lice 4b less thao 314820 (520,330 1F married filing jointlyi?
sell-employiment tax [ Yes, 1f wou wanl the 1R5 o figure your credil, see Credit fieured by the 185, sadtier. [ you want o
not paid, fignre the credit yonrsalf, 2oter the amoant from e 4b en hine 6 of this workzhest,

L]

|: No. @ Yom camnal fake the credit Enter *Mo™ on the dotted Tine mexr toline fta.

" Included on Line 1a: Julie Hall’s salary $ 9,150
Schedule SE income 19,860
$29,010

Worksheet B is found in the IRS instruction booklet. Complete this worksheet whether or not you have a qualifying child.
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B —2015 EIC—Lines 68a and 66b— Confinued Reep for Tour Recordy »

All Filers Using
Worksheet B

Fater voenr total eamed income from Part &, Ting 4h, | fi | 31,807

7. Luck op the amoont on lne 6 above in e EIC Teble to lind
the credie, Be sure won uegs the correct column for your filing edanss T 3822
et Ui mmnber of claldren you have. Enter the gedil here,
If ine 7 t& zem, You cannot take the credit
Enioe Mo’ on the doted line next to fine &6a.
8.  Entor the amonnt from Form 1040, line 38. q 27,834
9 Are the amouniz on lines & and & the saoee?
[ ¥es, Skap line 105 enter the amount from e ¥ on liee 11
Kl Me. Go o line 10
m 10 I you b
& No qualilying children, is te amount o line 8 ks tban $8.250
Filers Whao . (If’ﬁl.’-‘u.‘f-'."?l'l1'f|t|:||:.|-u.-15ﬁlnllj?i;l-ndyj?l | R ——
or pone gqualifying childeen, 18 the amount on e 8 less o §18,150
Answered ($23,650 if maried filing jointdy}?
“No" on
Line 9 [ ¥Yes, Teave Wine 10 hlank; enter (e amount from line 7 on e 01
Xl Mo, Look up e gl en Loe 8 i the EIC Table o find he
crzdie e gure von nse the comect colemn for your Gling
etarna and the mamber of childien vou have, Enter the credit 14¥ 4,665
here.
Took nt the mnounts on lines 10 and 7,
Then, =nter the smalker amoant on lipe 11,
11. 'This is your eavned income credit, 11 3,822
Finter this arenent cm :
Your Earned Reminder— Form 1040, line 662, *
Income Credil P H
-.r‘r I you have & qualifying child, compile and attach Schedule E1e, | 1040 <

EIC

I vowr EIC for a2 year after 1996 was reduced o cizallbwed, sse
Foern 8862, who must file, serfer, o find ouf iF vou muest e Form
EA62 [o fake the credit for 2015,
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CAME Mo, 1545-0074

2015

Atrachmeant

SCHEDULE 8812 . )
{Form 1040A or 1040) Child Tax Credit

* Attach to Form 1040, Form 10404, or Form 1040NR.
* Infermation about Schedule 8812 and its separate Instructions |s at

Departrnent of Ui Treasuy

mtemial Fevenae Service (93) www.irs. gov/schedwed8 12, Sequence Mo, 47
Marnels) shown anoElarm Your social security number
Donald L. and Julie M. Hall 482-11-6043

If vour dependent is not @ qualifving child for the credit, vou cannot include thar dependent in the calcwlation of this credit,

Angwer the follewing questions for esch dependent Tisted on Forem 10400, Tine Sc; Foem 10840A, Tine S or Form 1040M8T, line Te, who bas an TTTN

(Indavidval Tuxpiyer denificuon Number] and that you mndicated 15 o qualilying child for the child wx credit by checking column (4] (o7 that

dependent.

A Poritbe first deperedent wlentileed with an TTIN and sted as aogualifving child for the child v credil, did thos chibl meet the substaniul
presence test” Seo separate instctions,

[®] Yes 1 ™o
i For the second dependent wlentifed with an TTIN acul Listed as a qualifving chald for the <hald tax credit, did thas chald meer the substantial
presence lestT See separale instmctions,
[X] Yes ] Mo
[ For the third depensdent identified with an TTTN amd listed as a qualifving <hild for the child tax eredit, did this chik] meet the substantial
prasence leslT See sepurmale inslniclions,
[] Yes [ ™o

I Forthe foanth dependant identified with an TTTM and listed as a qualifying child for the child tax credic. did this child meet the substantial
presence lest? See sepansle insiniclions,

[ Yes [ Mo
Naote: If you have mere than four dependents identified with an TTIN and listed ag a gualitving ¢hild for the child tax credit, see separate instuctions
and check here . . 0 L 0 L L L L0 L L L L L L s s e s s e

CERL Additional Ghild Tax Gredit Filers

1 If wou file Porn 2555 or 2555-BZ stop here, you cannet clam the additional chikd tax eredit |

IF wom are required o nse the worksheet in Pub, 972, enter the amount from line & of the Child Tax

Credit Workshest in the publicaton, Crberwise:

10 filers: Euter the amcunt from line 6 of your Child Tax Credit Worksheet (see the } 1 2,000
Ineructions for Porm 1040, line 523,

10404 filers:  Linter the nmount from line 6 of your Child Tnx Credit Worksheel (see the
Tusorictions for Pomm 10204, line 3357,

1OMNE filers:  Eoter the amount from line 6 of your Child Tax Credit Worksheet (ree the ]
Instructions for Porm 1040ME, line 497,

2 Enter the amount from Forme 10440, line 525 Formm 1040A, hne 15; or Form 1040MNR, hne 4% . 2
Babract line 2 froim line 1. Tf zevo, stop: you canmot take thigcredic . . . . . . . . . . o . . 3 2,000
d4a  BEaned income (scc ecparatc Instrisctions) . 31-30? b 1 1*1 50 " 1,[:":'0 . da 19,657

b Nootuxable combal pay {see separats
wmstrebonsY . - . . . . . . o .. | 4l | |
5 Ta the amount on line 4a more than 53,0007
[J Mo. Leave line 5 blunk and enter -0- on line &,
] Yes. Subirct $3,000 fmom the amount on hoe &, Bnler the result ., s 16,657

6 Wlultiply the amennt on Tine 3 by 15% (. 15) and enter the result 6 2,499
Mext, Do you have three or move qualifying children?
El Mo. It line 6 is zere, stop; you canned take this credat, Otherase, skip Pan 1L and eoter the smaller of
e 3 or ine Goon e 15
[ Yes. TF line & is equal oo or more than line 3, skip Pat TIT and enter the amoant froan Tise 3 on Tine 13,
Otheraise, go to line 7.
For Paperwork Reduction Act Motice, see your tax return instructions. T Mo, SRTETM Sehisdule 2812 Form 10404 ar 10400 2015

Line 4 — Earned income from EIC Worksheet B, line 46 (plus nontaxable combat pay), less the rental value of a home or
the nontaxable portion of an allowance for a home furnished (per Form 8812 instructions)
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Sohecdule 381E (Fomm 10408 < 047

25

Pags 2

EERM0  Certain Filers Who Have Three or More Qualifying Children

7 Wubheld secml securily, Medieare, and Addienal Medicare laxes from
Fonmis) W-Z, beaes 4 and & IF mamied 0ling jointly, include your sponsc’s
ameunts with yours, I vour  emplover withhekd or vou posd  Adddinenl
Medicare Tax or er | RRTA raxes, see separate instruetinns

B 1040 filers: Enter the wtal of the amounts fiom Fonm 1040, lines
27 und 58, plus any taxcs that you idenbficd using code
ST swnnd entered] on line &3,

Enter -0

THONER filers:  Enter the ol of the amounts from Form [0KR,
lizers 27 uned 56, plus aoy laxes Tt vou sdentified using
cucde “TIT™ and entered on line G0

9 Add lings 7 and 8 .

Lnter the total of the amounts from Form [O4O, lines
B wnd 71,

LMOA filers: Lpter the total of the ameunt from Poome 1OG0AL line \
A2a, plus any excess accial security and ey | RRTA

taxes withheld that you entered o the left of hne 46
[see separle msirociomes),
LO4ONR filers:  Enter the amennt fiom Foom IRGOME, Tine 67.
11 Subtract line 1O from line 9. 1F 2ovoe or less, enter -0-
12 Eoter the lorger of hoe @ or loe 11 .
Mext, enter the smaller of line 3 o lise 12 on liee 1350

[  Additional Child Tax Credit

13 'This is your additionsl child tax credit |

EER 2,000 |

fLE g ow

Sehadula B2 Farm 10408 ar 1040 2015
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2015 Child Tax Credit Worksheet—Continuesg Keep for Your Records m

Before you begin Part Z ./ Figure the amount of any credies vou arg clanmiang on Foom 89 1 Form 8036, or Schedole R

7. Enter the ameunt from Form 10480, line 47 - 77

B Addd ey amounts from:

Heam 1M, line 48

Form 104 Tine 44 +

Fisrm 1046, line 30 +

Ferm 1Y Tine 31 + 77
Form 3695, ling 307+

Form 8910, line 13 +

Form #5538, line 23 +

Schedule B, line 22 +

& 77

Foter the 1ot

%, Are the ameunts on lines 7 and % the same’

Xl Yes.

You cannet take this credit becanse fhere @5 o e
e reduee, However, vou may B2 able 1o tike the

odditional child tax eredit. See the TIP below,
o
[] No. Subiract Tine 8 fnomn line 7.
L Is the wmount on ling 6 moee an the amoaot on line 97
[J Yes. Eater the mnount from line @,
Also, vou may be able o take the
b i P is is ¥ child ks L]
sdditional child tax credit. See (he Th‘;.:q your child tax !
TIP below. FER —
inler Uiz amouni on
[J Ne. Enier the amoumi from line & Form 1940, i 52

L

4 -

on Form 1040, line 67, if you answared "Yes" on line 9 or

You may be able to take the additional child tax credit
@ line 10 above,
@& Firsl, complete your Form 1040 through lines G8a and 66k,

& Than, use Schedule 8812 to figure any additional child Tax
cradit,

"y the Form 5895 instructions to seo o ke 30 nonbuasiness enorgy propesdty credil) appbes for 20135,
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OME Mo, 15450074

roem &1 00=EZ . .
o Unreimbursed Employee Business Expenses 5015

. T » Attach to Form 1040 or Form 1040NR. =

DepartTent of the Treasury Attmchmend

nteTel Fevenus Serves (29 Information about Form 2108 and its separate instruclions is availatdle at wenwiirs.gov/form2 108, Spmuenes Mo, 1298

W our name Crecupation in which you inclired axparnses Sariial wecurity num ber
Donald L. Hall Minister 482 | 11 6043

You Gan Use This Form Only if All of the Following Apply.

* You are an employves deducting ordinary and necessary expenses attributable to yvour job, An omlinary expense is one that iz
commen and accepted in your field of trade, business, or profession. A necessary expense iz one that is helpful and approprate for
your business. An expanse does not have to be required to be considerad necessary,

« You do not gat reimbursad by your amployer for any expenses [amaounts your employver included in box 1 of your Form W-2 are not
considered reimbursements for this purpose].

¢ [f you are claiming vehicle expense, you are using the standard mileage rate for 2015,

Caution: You can wse the standard mileage rele for 2015 only if: {5) you owned the vehicle and wsed the sfandard mileage rate for the first pear
you placed tte vehicle in sendice, or (b) you leased the vehicle and wsed the standard mileage rate for the parfion of the lease periad after 1247,

IEEl Figure Your Expenses

1 Complete Part Il Multiply line 8a by 57.5¢ { 575, Enter the result here . . . . . . . . | 1 2613

2  Parking fees, tolls, and transporiation, including train, bus, stc,, that did not involve ovemight
travel or commuting to and fremwork . . . . . . . . . . . . . . L .o ]

3 Travel expense while away from home overnight, including lodging, ainslane, car rental, etc, Do
not include meals and entertainment . . . . . 0 . 0 0 0 000 . . a3 514

4  Business expenzes not ircluded on lines 1 through 3 Do not include meals and

entertainment . . . . L 0 L 0 L 0 0 L L L 0 L 0o s s 640
5 Meals and entertalnment expenses: § 878 * 50% (500 (Emplovess subject ta

Department of Transporation (DOT) hours of servica limits: Multiply meal expenses incurred

while away from home on business by 80% 80} instead of 50%. For details, see instructions.) 5 439

6 Total expenses. Add lines 1 through 5. Enter here and on Schedule A (Form 1040, line 21 {or
on Schedule A (Form 1040NR), line 7). (Armed Forces reservists, fes-basis state or local
govemment officials, qualiied performing artists, and individuals with disabiliies: See the
instructions for special rules on where to enter thisamount) . . . . . . . . . 6 4 206

g4l Information on Your Vehicle. Complets this part only if you are claiming vehicle expense on line 1.

7 When did vou place your vehicle in service for business use? {month, day, year) » 01 ¢+ 01 ¢+ 08

8  Ofthe total number of milas you drove your vehicle during 2015, enter the number of miles you used your vehicla for:

a Business 7,450 b Commuting (see instructions) 2,432 e Other 2,177 '[5':'1 C Related]
9  Was your vehicle available for personal usse during off-duty hours? . . . . . . . . . . . . . . X| Yes [ | No
10 Do you for vour spouse) have another vehicle available for personal usey . . . . . . e X| Yes [ | No
11a Do you have svidence to support your deduction? . . . . . . . . . . 0 o . e X| Yes [ | No
b If "Yes, " isthe avidence written® . . . . . . . . . . . . | ‘fes_l: Ho
For Paperwork Reduction Act Notice, see your tax retum instructions, Cat. Mo, 2060 Form 2106-EZ 2012

Lines 1, 3, 4, 5 — See allocations on page 61.
Line 6 — The total expenses on this line are carried forward to Form 1040, Schedule A, line 21.
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3903 Mcwing EKPE“S&E I Mo, T 5da- 00
Farmn o
) ) ¥ Infarmation about Form 3903 and Its Instructions ks avallable at wwwy. s gow/ formaoos. Py 1 5
Jazariment af e | reasiany Astackment
amal Fevanis Sanics b = Attach to Form 1040 or Form 1040MR. Sequzras No, 170
Peansl alan o relurn Yorur secial sscurity um bar
Donald L. Hall 482-11-6043
Before you begin: ¥ Sea the Distance Test and Time Test in the nstructions to find out if you can deduct your moving
axpanses.
1 Transportation and storage of housshold goods and personal effects (see instructions) 1 1,183
2  Travel (ncluding lodging) from wour old home to yvour new heme (ses instructions). Do not
includa tha cost of meals . . Lo 2
3 Addlines 1 and 2 1,183
4 Enter the total amaount your empleyver pald you for the expanses listed on lines 1 and 2 that s
net includad in box 1 of vour Farm W-2 (wages). This amount should be shown in box 12 of your
Farmm W-2 with codes P e e e P d
& Iz line 3 more than line 47
[OMeo. ¥ou cannot deduct wour moving expensas. If lina 3 i= less than lina 4, subtract line 3
from lina 4 and include tha result on Farm 1044, line 7, ar Farm 1040MA, lina &
[¥] ¥es. Subtract line 4 from line 3. Enter the result here and on Form 1040, line 26, or Fom
10£0MR, Iina 28. This is your moving expense daduction . L. 5 1,183
For Paperwork Reduction Act Notice, see your tax return instructions. et Mo, 124908 samn B0 200m

Computation of expenses related to honoraria on Sample Return No. 2/page 49

Deductible Nondeductible
Airfare $2,042 x  61% = 1,246 796
Auto 2,177x57.5¢ x  61% = 764 488
Lodging 400 x 61% = 244 156
Supplies 700 x 61% = _ 427 273
439 x  61% = 2,680 1,714
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Fomm Baao

Depanrent ol 1he Treasury
Irtere Raveriss Sarvioe

Credit for Qualified Retirement Savings Contributions

* Attach lo Form 1040, Form 10404, or Form 1040MR.

= Information about Form 8880 and its instructions is at www.irs.gowv/form&880.

COME Mo, 1545-0072

o) .-—\.
sE
Alzachment
SEqUEncS N

Mamels] shown an return

Donald L. Hall

Your social securily num ber

482-11-6043

A

You cannot take this credit if either of the following applies.
* The amourt on Form 1040, line 38; Form 10404, line 22; or Form 1040M7, line 37 is more than $30,500 (45,750 if head of

howsehold; $61,000 if married filing joirtly).

CAUTION = The parsonis) who made the qualified contribution or electiva detarral (@) was born after January 1, 12928, (b} is claimed as a
dependant on someone elze's 2015 tax return, or (¢) was a student (ze= instructions],
(a) ¥ou {b) Your spouse
1 Traditional and Raoth IRA contributions for 2015, Do not include rallover
contributions . L. e e e 1
2  Elective deferrals to a 401(k) or other qualified employer plan, valuntary
amployes contributions, and 501180 plan contributions for 2015
(sea instructions) e e 2 500
3 Addlines1and 2 3 S500
4 Cerain districutions reoﬂued aﬂ'er ¢D12 FI‘II:I heﬁ:re the I:Iue date
(including extenszions) of your 2015 tax retum (see instuctions). If
martied filing [aintly, include both spaus&;' amounts in both columns.
Baa instructions for an excaption . , 4
§  Subtract line 4 from line 3. If zero or leas, enter -0- 500
& I each column, antar tha smaller of lina 5 ar $2,000 : 3] 500
7 Addthe amounts on line 6. If zere, step; you cannot take this credlt . 7 500
8  Enter the amaount from Farm 1040, line 38% Form 10404, ling 22; ar
Farm 1040MR, lina 37 . . 8 27,834
9 Enter the applicable decimal amount shown below:
If line & is— And your filing status is—
Birf ot Marrie Head of Single, Marri=d filing
Chgf— e filimg jointly housshold separatey, of
Enter on line 09— Cuealifying widowser)
- $18,250 5 3 B
518,250 $19.750 B 5 R
518,750 F27.375 ) 5 A 9 %. 5
BETETE $20,625 ¥ 2 A
520 625 $30,500 5 A A
530,500 $35,500 5 A .0
536,500 $39,500 2 A .0
530,500 45,750 A A .0
545,750 $61,000 A A0 .0
561,000 - o 0 .0
Mote: If line 2 is zero, stop; vou cannat take this cradit,
10 Multiply ling 7 by line 9 o 1 250
11 Limitation based on fax Iiability. Enter the amount from the Cradit Limit Workshest in the
instructions 11 77
12 Gredit for qualified ratrﬂmsnt savings cuntnbutmnﬁ Enf='r tha smallar Df Ilna 1D ar |II'IE 11 hFrs
and an Fomm 1340, ling 51: Form 10404, line 34; or Farm 1040MA, line 45 12 77

“Sess Pub, 820-A far the amaount 1o enter i you are filing Form 2555, 2555-EZ, or 4583 or you are @xcluding incomea from Puarto Rica.

For Paperwork Reduction Act Notice, see your tax retum instructions.

Cal Mo, 333340

Forn SE80 2015
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Form 8962

Cezarbmenil ol th
lil=irial Feveriue Sarvics

Premium Tax Credit (PTC)

¥ Attach to Form 1040, 10404, or 1040NR.

LTessn ]y Information about Form 5962 and Its separate Instructions ks at www. irs. gov/formBaoes.

CINE Mo, 1TEEE-ODTE

)15

Aachmer
Sanquenza Mo T

kama shawn on your ratur

NETE Sl.'.:IJ'IrE,' numer

Donald L. Hall 482-11-6043
Yol gannod clain e FTO I wour flirg 228t is meerisd iag sspaiataly Lakess yod as digille for an eeeption &= inetiictions), 1ol qualty, checs the box, |:|
m Annual and Monthly Contribution Amournt
1 Ta farndy size, Enler the number of sxemplions Trom Form 1040 or Form 10404, line &d, o Form 1040MA, line 7 1 4
2a Modifisd AGL Entsr your modifisd b Enter ths total of vour depsndents'
AGI izee instructions) . 2a 27,834 modifisd 4G (28 instnuctions) .| 0
Household incomee, Add the amounts on lines 2a and 2b Lo o e e 3 27,834
Fadsral powsrty lins. Enter the fedsral povsrly Ene amount from Takls 1-1, 1-2, or 1-3 (555 instructions). Chack tha
Eppropriate box for the federal poverty table used. a (] Alaskas b Ol Hawsii ¢ K] Other 45 atatss and O | a4 23,850
5  Housshold incoms a5 a percantage of federal povarty Ina (ses instructions) 5 117 %
B Did you enter 407% on line 57 (See instructions iFyou enlered less than 100%.)
Fl Me. continue toline 7.
[ ves. veu ars net digitle to recele PTC, I advanes paymant of the PTC was made, see the Instrustians Tar
o 1o repart your excess advance PTO sspayment smount,
7T Applicabks Figure, Using your lire § peroentage, Incate vour “apalicable igure” on the takbe in the instructions 7 0.0201
8a  Annual contribution amaunt, Multiphy b Mznthly contribution amourd. Divide lina Ba by
fina 3 by lins 7 . 559 12. Round 1o whols dallar smount &b 47
Premium Tax C.redlt Claim and Reconciliation of Advance Payment of Premium Tax Credit
g Are ol allecating pelicy amaunts with anciher ladpaysr ar do you want ta use the atemalive caloulation for year of mardage jsese insinclions 7
[ Yaes. suip to Part ¥, Sharsd Policy Allocstion, or Part ¥, Altemative Calculation for Yeer of Mamizge. [l Ne. Continus to line 10,
10 Eestberstuctions o ostaming if you can ueelins 11 or must comolate lines 1E througn 23
[¥] ¥es. Continue to fina 11. Computa your annual FTS. Then skip linss 12-23 [[] Mo, Continue to lines 12-23. Computs
and continue 1o lins 24. your monthly PTC and continue to line 24,
- b Arnue apolicale ; {dj Anrua masimom ; "y
Annual {ap Annuz ::Irr:-ln.nf-d et 3 {o} Arnal I i T B [] .ﬂnn.nl_pmmun tax ._ 1.|] J:q-mu%| SVEGE
calculation oremiLmE (Famrmiz) Farms] 100 A carir budion emourt Geutraet 2] frem a1 st Ak pagment <1 FTG 1Rarm
*025-A, line 532 A {itwe B abaat B T | demalter of i o e [ 181 1085-A, lins 53¢
11__Annual Totals 9,586 9,586 559 9,027 9,027 9,104
o =) karcihy N
() Borithey @oralrent) B Monthsy apolisaile St [d} Bty vazinam " ; IR Montaly edvarice
Maonthly premiums JFarmis) | ELCSP pramiam Foem Fu”'b:'um a:-'cml_: PreTium assistaine (=) xinrtl'!g_, Fi:n ita peyment of PTE [Farmis)
Calculation | 10004, lines 21227, | (51 10054, nes 21 gp, | STEITTIEMING B3 oo o frmen g i [ TS AERES e g e 203
e ool G A HEINREWE MET &4 C | sl ol o e " v
ST A aabaEmn D g g lezs, wniler -0-) sodurnn el
: monthy careribution]
12 Jmnuary
13 February
14 March
15 Apri
16 May
17 June
18 July
18 August
20  Septembsr
21 Oclaber
22 Movember
23  Decembsr
24 Total pramium tax credit. Enter tha amount from line 118} or add lines 124 through 23(s) and enter tha total here | 24 9,027
2 Advance payrment of PTG, Enter the amount Trom line 1) ar adkd lines 1200 through 230 and enter the lotal here | 25 9,104
26 Met pramium tax cradit. I line 24 i5 greatar than ine 25, sutdract line 25 from line 24, Enter the differsnce hera and an Form
1040, line &6%: Form 10404, lina 45; or Form 1040ME, lire 85, i you elected the altsmative celowation for marmiage, enter zerm,
IFline 24 equals lire 25, enter zara. Slop here. If ling 28 i graater than line 24, leava this e blank and corfinue to ne 27 26
Part 1ll Repayment of Excess Advance Payment of the Premium Tax Credit
Ewcess scvance payment of FTC. if line 25 is greater than line 24, subtract line 24 from line 25, Enter the difference hers a7 77
2B Rapaymant limitatian {zse instructions) 26 &0
29  Excess sdvance prarur 1ax credit repayment. Enter the smaller of ling 27 ar line £8 hars and on Foem 1040, line
46 Foern 10404, line 28 o Farrn 10405, line 44 P 29 77
For Paperwark Reduction Act Notice, see your tax return |I'I‘E.t|'l.l|:‘.‘ﬂul'li sk, Mo, 3TTEAZ Forr B2 (20
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Attachment 1.
Computation of expenses, allocatable to tax-free ministerial income, that are nondeductible

Taxable Tax-Free Total

Salary as a minister (less housing allowance designation

and 403(b) contributions) $ 8,500 $ 8,500
Special occasion gifts 500 500
Reimbursement of self-employment tax 2,100 2,100
Expense allowance under nonaccountable plan 1,700 1,700
Housing allowance:

Amount designated and paid by church $ 2,000

Actual expenses 1,000

Taxable portion of allowance $ 1,000 1,000 $ 1,000 2,000

Fair rental value of home (including furnishings and utilities) 11,150 11,150
Schedule C gross income from ministry 5,200 . 5,200

Ministerial income $ 19,000 $ 12,150 $ 31,150
% of nondeductible expenses: $12,150/$31,150 = 39%
Unreimbursed Employee Business Expenses

61% 39%

Deductible Not Deductible

Business mileage:

7,450 x 57.5¢ per mile $ 2,613 $ 1,671
Travel expense:

Airfare 412 263

Lodging 102 65
Business expenses:

Subscriptions 122 78

Books and supplies 213 137

Continuing education tuition 305 195
Meals and entertainment expenses:

Meals $ 233

Entertainment 1,207

$ 1,440 x 50% = $720 439 281

Form 2106-EZ $ 4,206 $2,690

Attachment 2.

Net earnings from self-employment (attachment to Schedule SE, Form 1040)

Salary paid by church as reflected on Form W-2, Box 1 $ 12,800
Net profit or loss as reflected on Schedule C or C-EZ (includes speaking honoraria, offerings
you receive for weddings, baptisms, funerals, and other fees) 2,520
Housing allowance excluded from salary on Form W-2 2,000
Fair rental value of church-provided housing (including paid utilities) 11,150
28,470
Less:

Unreimbursed ministerial business and professional expenses or reimbursed expenses paid
under a nonaccountable plan

A. Deductible on Schedule A before the 2% of AGI limitation 4,206
B. Not deductible on Form 2106/2106 EZ ($2,690) or Schedule C/C-EZ ($1,714)
because expenses were allocated to taxable/nontaxable income 4,404
Total deductions 8,610

Net earnings from self-employment (to Schedule SE) (See page 50) $ 19,860
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Housing Allowance Worksheet
Clergy Living in Housing
Owned or Rented by the Congregation

Name: Donald L. Hall
For the period January 1 , 2015 to December 31 ,20_15
Date designation approved December 20 ;20 14

Allowable Housing Expenses (expenses paid from current income)

Estimated

Expenses Actual
Utilities (gas, electricity, water) and trash collection $ $
Local telephone expense (base charge) 250 275
Decoration and redecoration
Structural maintenance and repair
Landscaping, gardening, and pest control
Furnishings (purchase, repair, replacement) 1,218 460
Personal property insurance on minister-owned contents 200 190
Personal property taxes on contents 150 75
Umbrella liability insurance
Subtotal 1,818
10% allowance for unexpected expenses 182
TOTAL $ 2,000 $ 1,000 ()
Properly designated housing allowance $ 2,000 (p)

The amount excludable from income for federal income tax purposes is the lower of A or B.

Because actual housing expenses are less than the designated allowance, the housing exclusion is limited to $1,000.
The $1,000 difference between the designation and the exclusion is reported as excess housing allowance on Form 1040,

line 7 (see page 47).
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22222 | wei [ ]

a Employer’s socal securily nuinbes

482-11-6043

For Crificial Use Only *
OMB No. 1545-0008

b Empbosear identification numbr (EIM)
25-7921873

« Emplover's name, address, and ZIF coda

Lancaster Community Church
1425 Spencer Avenue
Wabash, IN 46992

d Control number

1 Wagas, tps, other compensation

12800.00

& Bocial seourity weges

2 Faderal incomea tax withhald

4 SBoceal sacury e vithihald

& Medicare wages and tips

T Bocial security fips

6 Medicae tax withbeld

8 Allocated fips

e

10 Dependent care benofits

12a Ber nstruchons Tor box 12

16 smk  Emploger’s slate 0D number

FL|

e Emploves’s st rame and inibssl Lt name Sull. 11 Mongualifed plares 1
Donald L. Hall {OE | 500
B e mm |
804 Linden Avenue | | (% [ | i
Pensacola, FL 32502 14 Ohes 12
124
£
T Employes’s address and ZIF code :
16 Stane wages, hps, eto 17 Slale insome lax 18 Local wages, tps, et 119 Loca income kx 20 Locabty names

Form

w-z Wage and Tax Statement

c0L5

Copy A For Soclal Securlty Adminlstration — Send this entire page with
Form W-3 to the Social Security Administration; photecopias ars not acceptabls.

Do Mot Cut, Fold, or Staple Forms on This Page

Degariment of the Tremsury —Inlermal Bevenue Senvice

Far Privacy Act and Paperwork Reduction
Aot Motioe, see the saparate instructions.

Cat. Mo, 101340

Explanation of compensation reported on Form W-2, Box 1:
Salary ($11,000 less $2,000 housing allowance and

$500 403[b] contributions)
Special occasion gifts

$ 8,500

Reimbursement of self-employment tax

Expense allowance under nonaccountable plan

500
2,100
1,700

$12,800

63




64 2015 Filing Dates

2016 Filing Dates

January June
15 Quarterly Estimated Taxes (last payment 15 Quarterly Estimated Taxes (2nd pay-
for prior tax period) ment for current tax year)
February September
18 W-4 (if claimed an exemption, to 15 Quarterly Estimated Taxes (3rd payment
continue same exemption in current for current tax year)
ear)
Y October
April , .
15 If you had an automatic extension to file
15 Personal tax returns due your individual income tax return, it is
now due

15 Quarterly Estimated Taxes, if not paid
with return (first payment for current
tax year)
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Index

Accountable plan, 18, 24-25, 36-45
Administrative positions, 8
Allocation of business expenses, 29, 43,
61
Automobiles,
Actual expense method, 26
Church-provided, 21
Commuting, 26-27
Depreciation, 26
Documenting expenses, 27
Mileage rate, 6, 26
Books, 27
Business and professional expenses,
Accounting for, 18, 24-25, 36-45
Allocation of, 29, 43, 61
Automobile, 26-27
Books, 28
Business gifts, 27
Cellular phones, 28-29
Club dues, 18
Commuting, 26-27
Documenting, 25
Educational expenses, 79
Entertainment expenses, 19, 27
Gifts, 27
Mileage rate, 6, 26
Moving expenses, 6, 46, 47
Personal computers, 27-28
Recordkeeping requirements, 25, 27
Reimbursements, 18, 24-25
Subscriptions and books, 28
Telephone, 28-29
Cellular phones, 28-29
Child tax credit, 48, 54-55
Club dues, 18
Commuting expenses, 26-27
Computers, 28-29
Continuing education, 19
Denominational,
Positions, 8

Retirement plans, 14-15

Index

Disability insurance, 18, 19
Dues and memberships, 18
Earned income credit, 57-53

Educational reimbursement plans,

19
Employee v. self-employed, 8-10
Entertainment expenses, 19, 27
Estimated taxes, 30, 34
Evangelists, 10
Fair rental value, 12-14
Flexible spending account, 6, 19-20
Fringe benefits, 18-23
Gifts,
Business, 27
Health care reform, 3-4
Health insurance, 3-4, 20
Health insurance deduction, 9
Health reimbursement arrangement,
3-4, 20
Health Savings Accounts, 20-21, 33
Housing allowance,
Accounting for, 12-13
Designating, 13
Equity allowance, 12
Fair rental value, 12-14
General, 5, 11-17
Limitations, 11-12
Reporting, 13, 32
Resolutions, 15
Retirees, 14-15
Worksheets, 16-17

Income tax status of ministers, 9-10
Insurance,
Disability, 18-19
Group term life, 10, 21
Health, 3-4, 20
Interest,
Paid, 35
Received, 32-33
Life insurance, 10, 21

Mileage rate, 6, 26

Missionaries, 10

Moving expenses, 6, 47
Nonaccountable plan, 25, 46-63
Overtime, 5

Pension distributions, 14-15

Per diem, 6, 27

Personal computers, 27-28
Reimbursements, 18, 24-25, 36-45
Retirement plans,

Denominational plans, 14-15
Section 179 deductions, 28
Self-employment earnings, 31
Self-employment tax deductions, 37
Social security,

Computation of tax, 31

Deductions, 31

Exemption of ministers, 31

Opting out, 31

Reimbursement, 21

Services in which exemption applies,

31
Status of ministers, 8-9

Tax rates, 31
Standard mileage rate, 6, 26
Substantiation,

Business and professional expenses,
24-25, 24-28

Tax rates

Self-employment rates, 31
Tax withholding, 30
Teaching positions, 8
Telephone, 28-29
Transportation expenses, 27
Tuition discounts, 21

Unreimbursed business and professional

expenses, 25, 46-63

Vehicles, personal use of church-owned,
21

Withholding,
Voluntary, 10, 30




A practical resource on how
to handle gifts with integrity.
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THE GUIDE TO

CHARITABLE
GIVING e

& practical resource on how to handle gifts with inteqrity

DAN BUSBY = MICHAEL MARTIN = JOHN VAN DRUNEN °

The Guide to Charitable Giving for Churches and Ministries is your
one-stop resource covering the legal, tax, accounting, and integrity issues
related to charitable giving. In this easy-to-understand guide, you will learn
about issues such as ministry communications and gift acknowledgments,
giver-restricted gifts, and contributions to support missionaries.

Order from ECFA.org/ECFAPress.aspx


www.ECFA.org/ECFAPress.aspx

Why Do Churches
Join ECFA?

Life.Church'’s accreditation by ECFA serves as a clear statement
of assurance fo our atfendees, our donors, and to the public that
we conduct Kingdom business with integrity and accountability.

Craig Groeschel, Senior Pastor, Life.Church, Edmond, OK

Resources for Church Members

ChurchPulse Educational Knowledge
Monthly Webinars Center
eNewsletter and Videos Documents

Practical Policies Church Surveys Collaboration
for Church Use with Latest with Other
Trends Churches

For more information, visit ECFA.Church



ECFA.Church
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It only takes 10 minutes to learn how to
ENHANCE TRUST for your church.

Call Michael
800-323-9473

............................

Michael Martin
Vice President &
Legal Counsel
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Biggest Tax Mistakes

Made By Clergy

Improperly treating congregation payments for out-of-pocket medical
expenses as tax-free when the congregation has not established a proper
plan.

Filing as self-employed for income tax purposes on your congregation salary,
using tax benefits only available to employees, and leaving yourself vulnerable
to reclassification by the IRS to employee status upon audit.

Failing to have at least a modest housing allowance designated when living in
a congregation-provided housing.

Failure to understand and apply the fair rental test for the housing allowance
relating to clergy-provided housing.

Confusing the fair rental value of a congregation-provided parsonage (only
includible for social security purposes) with the designation of a portion of your
salary as housing allowance (providing an exclusion for income tax purposes).

Failing to keep a log of miles driven for personal use v. congregation purposes.
Claiming office-in-the-home treatment — rarely justified under present law.

Not documenting business expenses to reflect business purpose, business
relationship, cost, time, and place.

Failure of clergy to use an accountable reimbursement plan.

Improperly opting out of social security because you don’t believe it is a good
investment.
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The Zondervan
Church & Nonprofit
Tax & Financial Guide

The Zondervan
Minister’s
Tax & Financial Guide

2016 Edition for 2015 Returns

Dan Busby
Michael Martin
John Van Drunen

Ministers and churches of all denominations now can easily file
their federal income tax forms with these award-winning tax
guides from Zondervan. Dan Busby, Michael Martin, and

John Van Drunen have written a work of accuracy and reliability.

These guides go beyond other tax guides because they provide:

» complete tax and financial guides for ministers, churches, and
nonprofit organizations

recent and last-minute changes in this year’s tax laws
easy-to-follow explanations (in plain English)

sample forms and worksheets

“These tax guides present complex issues
in a concise, easy-to-understand format.”

Simeon May, CPA, Executive Director, The Church Network

“Good reference guides to have at your fingertips through the year.”
Nazarene Pensions and Benefits Office

“Enormously helpful, clear, and comprehensive.”
Publishers Weekly ReligionBookLine

Download at www.ECFA.org/Content/2016-Zondervan






