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Recent Developments

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

District Court calls minister's housing exclusion unconstitutional. A Wisconsin federal district
court issued a ruling in the fall of 2017 declaring the minister’s housing exclusion unconstitutional.

This decision does not come as a surprise as the same judge issued a similar ruling back in 2013
before the case was dismissed by a higher appeals court on the technical grounds of standing. Judge
Barbara Crabb writes in her latest ruling, “I adhere to my earlier conclusion that [the minister’s
housing exclusion] violates the establishment clause because it does not have a secular purpose or
effect and because a reasonable observer would view the statute as an endorsement of religion.”

Fast forward several years, and the parties and issues are very similar except that the plaintiff
bringing the case (Freedom From Religion Foundation) has tried adjusting its approach to overcome
the standing hurdle.

What is the immediate impact for ministers using housing allowances?

As of this publication, there is no immediate impact on ministers using the housing exclusion from
their church or other employer. We are awaiting a ruling on an appeal to the Seventh Circuit Court
of Appeals.

The appeals court could disagree with the lower court and find the housing exclusion constitutional.
In the alternative, if the lower court ruling is upheld on appeal, the district court’s ruling states it
will not go into effect until 180 days after the appeals process concludes. The longer-term impact
hinges on how the appeals court rules and whether additional appeals are filed in the case.

What about ministers living in parsonages?

This pending court case does not apply to Section 107(1) of the tax code. In other words, the ruling
has no impact whatsoever on ministers living in church-provided housing (“parsonages”).

Tax reform—how are ministers and churches impacted? Massive new tax legislation was enacted in
December 2017 with most of the changes effective for 2018 returns filed in 2019.

Most individual tax provision are temporary. They expire after 2025. Unless the provisions are
extended by another Congress, the provisions will revert automatically to the rules in effect for 2017.

The most significant issues for ministers are:

* The standard deduction nearly doubled to $24,000 for couples, $12,000 for singles, and
$18,000 for household heads. Those age 65 or up and blind people get $1,250 more per
person. Given these much higher amounts, it is a sure thing that fewer ministers will itemize
their deductions for 2018.

* Personal exemptions for individual filers and their dependents are repealed.

* The new law pares back or axes many deductions claimed by ministers:

o The popular deduction for state and local taxes is squeezed. You can now deduct any
combination of residential property taxes and income or sales taxes up to a $10,000 cap.
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o Deductions for job-related moves are gone. If moving expenses are reimbursed by an
employer, the amount is taxable income.

o All miscellaneous write-offs on Schedule A subject to the 2%-of-adjusted gross income
threshold are eliminated. This includes unreimbursed employee business expenses, tax
return preparation costs, theft losses, and more. Noze: Ministers should be sure their

church-related expenses are reimbursed under an accountable plan. Unreimbursed
expenses will have absolutely no value for 2018 and later years.

0 Medical expense deductions are enhanced. The new law temporarily lowers the adjusted
gross income threshold for deducting 2018 medical expense on Schedule A from 10% to
7.5%.

* The law keeps seven tax brackets, but with different rates and break points.
* The penalty for the individual mandate under the Affordable Care Act has been eliminated.
* The child tax credit is doubled to $2,000 for each dependent under age 17, with up to $1,400

of the credit refundable to lower-income taxpayers, and it is available to many more taxpayers.
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Key Federal Tax Limits, Rates, and Other Data

2017 |

2018

2019

Standard deductions, exemptions, and exclusions:

Standard Deductions

Married-Joint Return $12,700
Head of Household 9,350

Married-Joint Return $24,000
Head of Household 18,000

Married-Joint Return $24,400
Head of Household 18,350

SECA (0ASDI & Medicare) rate

on wages up to

$250,000 married-joint,
$125,000 married-separate,
and $200,000 all others

on wages up to

$250,000 married-joint,
$125,000 married-separate,
and $200,000 all others

Single 6,350 Single 12,000 Single 12,200

Married-Separate Returns 6,350 | Married-Separate Returns 12,000 | Married-Separate Returns 12,200

Personal & dependent exemption amount $4,050 0 0

Foreign earned income exclusion $102,100 $104,100 $105,900
Social security:

15.3% 15.3% 15.3%

on wages up to

$250,000 married-joint,
$125,000 married-separate,
and $200,000 all others

0ASDI maximum compensation base $127,200 $128,400 $132,900
Social security cost of living benefit increase 0.3% 2% 2.8%
Social security Full Refirement Age (FRA) 66 years 66 years 66 years
Medicare Part B premiums - Basic $108.50 $134.00 $135.50

Earnings ceiling for social security (for employment
before FRA: special formula in FRA year)

Below FRA: 516,920
Over FRA: None

Below FRA: $17,040
Over FRA: None

Below FRA: $17,640
Over FRA: None

Earnings limit in year FRA attained 544,880 $45,360 $46,920
Benefits and contributions:
Maximum annual contribution fo defined
conribution plan $54,000 $55,000 $56,000
Maximum salary deduction for 401(k)/403(b) $18,000 $18,500 $19,000
401(k) & 403(b) over 50 "catch up" limit $6,000 $6,000 $6,000
Maximum income exclusion for nonqualified plans
in 501(c)(3) organizations (IRC 457) $18,000 $18,500 $19,000
IRA contribution limit — age 49 and below $5,500 $5,500 6,000
— age 50 and above $6,500 6,500 7,000
Highly compensated employee limit $120,000 120,000 $125,000
Maximum annual contribution to health flexible
spending arrangements $2,600 $2,650 $2,700
Per diem and mileage rates and other transportation:
Standard per diem: Lowest rates Lodging $91 Lodging $93 Lodging $94
in continental USA Meals & Incidentals $51 Meals & Incidentals $51 Meals & Incidentals $55
Business auto mileage rate 53.5¢ per mile 54.5¢ per mile 58¢ per mile
Moving & medical auto mileage rate 17¢ per mile 18¢ per mile 20¢ per mile
Charitable auto mileage rate 14¢ per mile 14¢ per mile 14¢ per mile
Airplane mileage rate () $1.29 per mile $1.21 per mile
Motorcydle mileage rate (1) 51.5¢ per mile 51.5¢ per mile
Bicycle commuting rate $20 per month N/A N/A
Maximum value of reimbursement of business
expenses (other than lodging) without receipt 75 75 75
Monthly limit on free parking $255 $260 N/A @
Transit passes/token — monthly tax-free limit $255 $260 N/A @
Other:
Gift tax annual exdlusion | $14,000] $15,000] $15,000

(2) Disallowed except as necessary for the safety of employees.

(NPrivately owned vehicle mileage rates set by the U.S. General Services Administration
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Get the Big Picture

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

Special Tax Provisions for Ministers

1. Exclusion of the housing allowance for income tax
purposes and the fair rental value of a church-owned
parsonage provided rent-free to ministers.

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

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

4. Exemption of ministers’ compensation from mandatory
income tax withholding.

5. Eligibility for a voluntary income tax withholding
arrangement between minister-employees and the church.

6. Potential “double deduction” of mortgage interest and real
estate taxes as itemized deductions and as excludable
housing expenses for housing allowance purposes for
ministers living in minister-provided housing.

When it comes to who should be considered a minister for tax purposes,
the opinion of the IRS (based on tax law) is the only one that counts. The

Remember

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

4 N

Remember

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

Qpplies, not FICA—this is not optional/

opinion of the worker or employer is not important. But unfortunately even the IRS does not seem to

consistently apply the same rules in determining who is a minister.

Classification as a minister for tax purposes is very important. It determines how a
minister prepares the tax return for income and social security tax purposes. For Y

example, a qualified minister is eligible for the housing allowance. This
alone can exclude thousands of dollars from income taxation. Also,
ministers calculate self-employment social security tax on Schedule SE
and pay the tax with Form 1040. Nonministers have one-half of their
social security (FICA) tax withheld from salary payments, and the
employer pays the other half.

According to tax law, there is a two-step process for determining whether
the special tax provisions available to ministers apply to a particular
worker. The first is whether the individual qualifies as a minister. The
second is whether the minister is performing ministerial services.

A

Caution

Determination of ministerial status is
far from a precise matter. Only a review
of all the pertinent facts and
circumstances for a particular minister
will assist in determining whether an
individual will qualify for ministerial

Qx status. /
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® Ministers Serving Local Churches

If you are employed by a church and are ordained, commissioned, or licensed and meet the
following four tests, the IRS will generally consider you a minister. You

[ administer the sacraments, K

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

(d conduct worship services, and \&_J

(J have management responsibility in the control, conduct, or Warning
maintenance of your church. Individuals serving local churches

T . must meet certain tests to qualify as
Based on guidelines issued by the IRS, some of the four tests, but not | oiciarin the eyes of the IRS.

necessarily all, must be met in determining ministerial status. This The individual should generally be
flexible approach is beneficial to many ministers because some ordained, licensed, or commissioned.
positions relating to music, education, youth, or administration will
not meet all four tests.

There is no requirement that you must be qualified to perform and 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
religious 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 generally
be met.

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

Because of the inconsistency of these rulings, ministers serving in a local church who do not clearly
meet all four factors should review these matters with a qualified professional adviser before filing
income tax returns.

® Ministers in Denominational, Administrative, and y y

Teaching Positions Tip

Ordained, commissioned, or licensed ministers not serving local Ministers employed by institutions

churches may qualify as “ministers” for federal tax purposes in the that are an “integral agency” of a
following situations: religious denomination are subject to
special tax treatment if their position is
Denominational service in a teaching or administrative area.

This category encompasses the 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 church or denomination.

The IRS uses the following criteria to determine if an institution is an integral agency of a church:
» Did the church incorporate the institution?

» Does the corporate name of the institution suggest a church relationship?
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» Does the church continuously control, manage, and maintain the institution?
» If dissolved, will the assets be turned over to the church?

» Are the trustees or directors of the institution appointed by, or must they be approved by, the
church and may they be removed by the church?

» Does the church require annual reports of finances and general operations?

» Does the church contribute to the support of the institution?

Assignment by a church to another parachurch ministry

Services performed by a minister for a parachurch organization based upon a substantive
assignment or designation by a church may provide the basis for ministerial tax treatment. The
housing allowance should be designated by the employing organization, not the assigning church.

The following characteristics must be present for an effective assignment:

» A sufficient relationship must exist between the minister and the assigning church to justify
the assignment of the minister.

» An adequate relationship must exist between the assigning church and the parachurch
organization to which the minister is assigned to justify the assignment.

To substantiate the relationship between the minister and the church, the church must determine
“if there is sufficient authority, power, or legitimacy for the church to assign this particular
minister.” Such matters as being the ordaining church, providing ongoing supervision,
denominational affiliation, contributing significant financial support, or being the long-term
“home church” would all appear to support this relationship.

In addressing the relationship between the church and the parachurch organization, the church
must answer the question “why the church should assign a minister to this particular ministry.”
Essentially, the assignment of the minister must accomplish the ministry purposes of the church.

In considering an assignment, it is important to distinguish between the process of assigning and the
documentation of the assignment. The process of assigning expresses the church’s theology, philoso-
phy, and policy of operation—its way of doing ministry. The documentation of the assignment
provides evidence that the church is providing ministry through the particular individual assigned.

The following are keys to a proper assignment:

» A written policy describing the specific requirements for the relationship of the church both
to the minister being assigned and to the parachurch organization to which the minister is
assigned. This would include the church’s theological and policy goals for the assignment.

» A formal review to confirm the qualifications of the minister and the proposed ministry with a
parachurch organization.

» A written assignment coupled with guidelines explaining how the church should supervise the
minister and how the parachurch organization should report to the church.

» A periodic (at least annual) formal review of the minister’s activities to confirm that the
assignment continues to comply with the policy.
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® Social Security Status of Ministers

N/
Ministers engaged in the exercise of ministry are always treated as self- ﬂ
N\

employed for social security tax purposes. Ministers pay social / NS \
security 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 a minister meets stricc | S0cial security is one of the most con-
exemption requirements. The request for exemption must be filed fusing issues for many ministers. FICA-

. L1 . . .. type social security never applies to an
using Form 4361 within a specified time from the beginning of individual who qualifies as a minister for

Caution

ministry. The request for exemption must be approved by the IRS tax purposes. Stated another way, if a
(see page 33). housing allowance has been designated
for a minister, FICA tax should not be
Earnings that are not from the exercise of ministry are generally deducted from pay—the minister is
subject to social security tax under FICA or SECA as applied to all responsible to determine social security
workers. tax by completing Schedule SE each

= J

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

® Income Tax Status of Ministers

\ L/
ministers report to the IRS. 1nr
NS
The IRS often applies a common-law test to decide whether ministers .
are employees or self-employed for income tax purposes. Generally, a Caution
minister is an employee if the employer has the legal right to control The IRS considers virtually all ministers
both what the minister does and how it is done, even if the minister as employees for income tax purposes.
has considerable discretion and freedom of action. However, Employee income tax status actually is
. . . very beneficial to most ministers. Many
ministers who are employees of a church for income tax purposes ) '
fringe benefits are tax-free only to

may also be self-employed for income tax purposes with respect to Qmployees /
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 Minister-employees must be given Form W-2 and report their / \
) . Key Issue
compensation on page 1 of Form 1040. Expenses reimbursed
under a nonaccountable plan must be included in The defining court case on the topic of
compensation on Form W-2. income tax status for ministers was a
1994 case in which a Methodist cleric
(d Accident, long-term care insurance, and qualified group took the position he was self-employed
health insurance premiums paid directly by a church or for income tax purposes.The Tax Court
reimbursed by a church, after the minister provides held that he was an employee for
.. . .. income tax purposes. A federal appeals
substantiation, are not reportable as income to the minister-

court upheld the decision.
employee but must be reported as taxable income to the self- k /
employed minister.

Minister-employees may deduct health, accident, and long-term care insurance premiums paid
personally, and not reimbursed by the church, on Schedule A as a medical and dental expense,
subject to a limitation of adjusted gross income (7.5% for 2018 and 10% for 2019 and
beyond).
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The impact of a minister being considered self-employed for
income tax purposes is generally very significant even if only
health insurance is considered. Reporting these premiums as
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
included in taxable income, a low-income minister might also
have his or her earned income tax credit reduced or eliminated.

Health savings accounts, health reimbursement arrangements,
or flexible spending accounts are only available to ministers

-

N L/
\ &
N/

Caution

~

With rare exceptions, ministers should
receive Form W-2 from their church or
other employer. Few ministers qualify
as independent contractors for income
tax purposes (even though considered
self-employed for social security tax
purposes). A church or other employer

generally has sufficient control over the

Kminister to qualify for W-2 treatment./

who are employees for income tax purposes.

(d Group-term life insurance of $50,000 or less provided by a church

is tax-free to minister-employees but represents taxable income for self-employed ministers.

(d A voluntary arrangement to withhold income tax may be used by minister-employees but may
not be used by the self-employed.

® Recommended Filing Status

Nearly every minister serving a local church qualifies as an employee for income tax purposes. It is
wise to file as an employee for income tax purposes, unless the minister can clearly demonstrate that
self-employed status is appropriate. Few ministers can substantiate filing as self-employed for
income tax purposes.

Even though ministers may take exception to the reporting of the church, the church has a
responsibility under the law to determine the proper filing method and to proceed accordingly.

® Evangelists and Missionaries

The qualifications of itinerant evangelists for the special ministerial tax provisions are generally the
same as for ministers serving local churches.

Most evangelists are self-employed both for income tax and self-employment social
security tax purposes. The only exception is the evangelist who has / \

formed a corporation and is an employee of the corporation. In this
It is vital for churches to treat ministers

as employees (Form W-2) for income
tax purposes in nearly every instance. If
ministers are not considered employees
for income tax purposes, it jeopardizes
the tax-free treatment of fringe benefits
like health, accident, and long-term care
insurance premiums, group-term life
premiums, and certain other fringe

Qenefits.

4

. . . Key Issue
instance, the evangelist is an employee for income tax purposes, but y

remains self-employed for social security tax purposes.

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

/
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The Best Friend of Ministers

Nearly all ministers should have a portion of salary designated as a housing allowance. Maximizing
housing benefits requires careful planning. For ministers living in church-owned housing, a housing
allowance that covers expenses such as furnishings, personal property insurance on contents,
utilities, and so on could save several hundred dollars of income taxes annually. A properly
designated housing allowance may be worth thousands of dollars in tax savings for ministers
living in their own homes or rented quarters. For ministers without a housing 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 subtracted from compensation before the church 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 2, Form 1040.

If the church properly designates a portion of a minister’s cash salary for expenses of a home
provided by the minister, the exclusion is commonly referred to as a housing allowance. If the
church properly designates a portion of the cash salary for expenses incurred in relation to church-
provided housing, the exclusion is often called a parsonage allowance. In either instance, it is an
exclusion from income tax, not self-employment tax.

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

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

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 church. 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 the
minister’s housing expenses must be compensation earned by the minister in the exercise of
ministry in the current year.

» Only an annual comparison by ministers 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.

» The housing allowance exclusion cannot exceed the fair rental value of the housing, plus
utilities.
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® Types of Housing Arrangements
Ministers Living in a Parsonage Owned by or Rented by a Church

If a minister lives in a church-owned parsonage or housing rented by the church, 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. y

A minister may request a housing allowance to cover expenses / ~ \
incurred in maintaining the church-owned or rented housing. Tip
Examples of allowable expenses are utilities, repairs, furnishings, and | e designation of a housing allow-
appliances. If the actual expenses exceed the housing allowance ance for ministers living in church-
designated by the church, the excess amount cannot be excluded provided housing is often overlooked.
from income. While the largest housing allowance
benefits go to ministers with mortgage
It is appropriate for minister’s out-of-pocket expenses for the payments on their own homes, a

housing allowance of a few thousand

maintenance of a church-owned parsonage to be reimbursed by the J a ou
dollars is often beneficial to ministers

church if a full accounting is made. Such reimbursements do not . .
. ) in a church-provided home.
relate to a housing allowance. If such expenses are not reimbursed, & /

they could be excludable from income under a housing allowance.

If the church owns the parsonage, the church may wish to provide an equity allowance to help
compensate ministers 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.

Ministers Owning or Renting Their Own Home

If a minister owns or rents a home, the minister may exclude, for income tax purposes, a cash
housing allowance that is not more than reasonable pay for services and is the lowest of (1) the
amount used to provide a home from current church income, (2) the amount prospectively and
officially designated, or (3) the fair rental value of the furnished home, plus utilities.

Many ministers 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
underpayment of income taxes.

Example: A minister lives in a personally owned home. The church prospectively
designated $28,000 of the salary as housing allowance. The minister 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 2, line 1. Unless
the minister has opted out of social security, the entire $28,000 is reportable for
social security purposes on Schedule SE.

® Designating the Housing Allowance
The following steps are often followed in designating and excluding the housing allowance:

1. A minister estimates the housing-related expenses to be spent in the coming year and presents
this information to the church.
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2. The church then adopts a written housing allowance designation based on the
estimate.

3. At the close of the tax year, the minister who provides his or her /
own housing compares the amount designated for housing, the
housing expenses substantiated, and the fair rental value of the

home including furnishings and utilities. The lower of these The housing allowance designation
may be prospectively amended at any

time during the year, regardless of
whether the church uses a calendar or

amounts is excluded for income tax purposes. Ministers living in
church-provided housing must compare the amount designated and

Remember

~

actual housing expenses and exclude the lower of the two amounts. fiscal year. Changing the designation

to cover expenses that have already

De51gnat10n Limits been paid (almost all ministers use the

The IRS does not place a limit on how much of ministerial compen- acceptable.
sation may be designated as a housing allowance by the employing \

cash basis for tax purposes) is not

/

church. 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 church to exclude 100% of compensation.

It is often best for the church 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 Ministers

The designated housing allowance may be reflected for minister-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, churches can report the designated housing allowance to ministers b
y & & y
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 church may erroneously include the housing allowance on Form W-2, Box 1. If this happens,

the church should prepare a corrected Form W-2.

® Accounting for the Housing Allowance

Determining Fair Rental Value

The determination of the fair rental value of church-provided housing for self-employment social
security purposes is solely the responsibility of ministers. The church is not responsible to set the

value. The fair rental value should be based on comparable rental values of other similar residences

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.

Housing Allowance in Excess of Actual Expenses or Fair Rental Value

Some ministers erroneously believe that they may exclude every dollar of the housing designation
adopted by the church 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.
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Example: A minister living in a personally owned home receives cash compensation
of $60,000 from the church. The church prospectively designates $25,000 as a
housing allowance. The fair rental value is $26,000. Actual housing expenses for the
year are $24,000. The amount excludable from income is limited to the actual

housing expenses of $24,000.

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 minister living in a personally owned home receives cash compensation
of $60,000 from the church. The church prospectively designates $30,000 of the
$60,000 as a housing allowance. Actual housing expenses for the year are $50,000.
The fair rental value is $28,000. The expenses were unusually high because of a down
payment on that house. The amount excludable from income is limited to the fair
rental value of $28,000. There is no carryover of the $22,000 ($50,000 less $28,000)
of actual expenses in excess of the designated housing allowance to the next tax year.

® Housing Allowances for Retired Ministers

Pension payments, retirement allowances, or disability payments paid to retired ministers from an
established plan are generally taxable as pension income. However, denominations often designate a
housing allowance for retired ministers to compensate them for past services to local churches of the

denomination or in denominational administrative positions. The housing allowance designated

relates only to payments from the denominationally sponsored retirement program.

Withdrawals from a denominationally sponsored 403(b), also called a tax-sheltered

annuity (TSA), or 401(k) plan qualify for designation as a housing
allowance. Withdrawals from a 403(b) or 401(k) plan not

sponsored by a local church are not eligible for designation as a /

housing allowance. Retired ministers may also exclude the rental Remember

value of a home furnished by a church or a rental allowance paid by | Payments from denominational retire-

a church as compensation for past services. ment plans are generally allowed to
be designated as a housing allowance.

If a denomination or organization reports the gross amount of While a local church may designate a

pension or TSA payments on Form 1099-R and designates the housing aIIovlvanc? fr(])r ?R;et'r.idhm'”'

housing allowance, the minister may offset the housing expenses ister 1t 1s unclear it the RS will honor
the designation on the minister’s tax

and reflect the net amount on page 1, Form 1040. A supplementary Qeturn.

~

/

schedule such as the following example should be attached to the

tax return:
Pensions and annuity income (Form 1040, line 4a) $ 10,000
Less housing exclusion 8,000
Form 1040, line 4b $ 2.000

For retired ministers, 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 utilities.
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Housing Allowance Resolutions

Parsonage owned by or rented by a church

Whereas, the Internal Revenue Code permits ministers to exclude from gross income “the rental
value of a home furnished as part of compensation” or a church-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 church;

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

Whereas, the church provides (insert name) with rent-free use of a parsonage owned by (rented
by) the church as a portion of the compensation for services rendered to the
church 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 ministers

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

Whereas, the church 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 church), $500 for housing allowance, and a
$700 honorarium.
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Housing Allowance Worksheet
Ministers Living in Housing

Owned or Rented by the Church

Name:

For the period 20 to , 20

Date designation approved , 20

Allowable Housing Expenses (expenses paid by minister from current income)

Estimated
Expenses Actual

Utilities (gas, electricity, water) and trash collection $ $
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 $ $ _ A

Properly designated housing allowance $ (B)

The amount excludable from income for federal income tax purposes is the lower of A or B (or reasonable
compensation).
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Housing Allowance Worksheet
Minister Living in Home

Minister Owns or Is Buying

Name:

For the period ,20_ to , 20

Date designation approved , 20

Allowable Housing Expenses (expenses paid by minister 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

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 (or
reasonable compensation).
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Housing Allowance Worksheet
Minister Living in Home

Minister Is Renting

Name:

For the period ,20_ to , 20

Date designation approved , 20

Allowable Housing Expenses (expenses paid by minister from current income)
Estimated

Expenses

Housing rental payments $ $

Actual

Personal property insurance on minister-owned contents

Personal property taxes on contents

Umbrella liability

Structural maintenance and repair

Landscaping, gardening, and pest control

Furnishings (purchase, repair, replacement)

Decoration and redecoration

Utilities (gas, electricity, water) and trash collection

Other rental expenses

Subtotal
10% allowance for unexpected expenses

TOTAL $ $

Properly designated housing allowance $

(A)

(B

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

compensation).
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More Than Meets the Eye

Ask most ministers 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 ministers receive
from the church in addition to salary. The term “fringe benefits” is really a misnomer because
ministers have come to depend on them as a part of the total compensation package. All fringe
benefits are taxable income to ministers unless specifically exempted by the Internal Revenue Code.

Many fringe benefits can be provided by a church to a minister 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 church
reimburses ministers 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 church or ministers. 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 on Form W-2, and there is no income tax deduction for unreimbursed business
expenses.

» Cell phones. Cell phones and similar devices provided to employees are excludable from an
employee’s income as a fringe benefit and are not subject to stringent recordkeeping
requirements in certain situations. The cell phones must be provided for “substantial reasons
relating to the employer’s business, other than providing compensation to the employee.” Cell
phones provided for employee morale or goodwill, or to recruit prospective employees, are not
provided for “noncompensatory business purposes.”

If the organization does not have a substantial noncompensatory business reason for providing
a cell phone to an employee, or reimbursing the employee for business use of his or her
personal cell phone, the value of the use of the phone or the amount of the reimbursement is
includible in gross income, reportable on Forms 941 and W-2, and for lay employees is subject
to employment tax withholding.

» Club dues and memberships. Dues for professional organizations (such as ministerial
associations) or public service organizations (such as Kiwanis, Rotary, and Lions Clubs) are
generally reimbursable.

Other club dues are generally not 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.




Compensation and Fringe Benefits 20

» Computers. The value of the personal use of a church-provided computer may qualify as a
nontaxable fringe benefit if the personal use is minimal or infrequent. Otherwise, the
personal use must be valued and reported as taxable income on Form W-2.

» Disability insurance. If the church pays the disability insurance premiums (and the minister
is named as the beneficiary) as a part of the compensation package, the premiums
are excluded from income. However, any disability policy proceeds
must be included in gross income. This is based on who paid the
premiums for the policy covering the year when the disability

. Idea
started. If the premiums are shared between the church and a
minister, then the benefits are taxable in the same proportion as Statistics suggest that ministers are
the payment of the premiums. seven times more likely to need
disability insurance than life insurance
Conversely, if you pay the disability insurance premiums or have before age 65.When a church provides
the church withhold the premiums from your salary, you receive no | the maximum disability insurance as a
. . e . . tax-free benefit, it can reduce the

current deduction and any disability benefits paid under the policy L, .

bl awkwardness of a minister’s transition
are not taxable to you. relating to disability while serving the

A third option is for the church to pay the disability premiums. @urch. /
But instead of treating the premiums as tax-free, the church treats
the premiums as additional ministerial compensation. Benefits you receive under this option
are tax-free.

» Educational reimbursement plans. If your church requires you to take educational courses or
if you take job-related courses, and your church either pays the expenses directly to the
educational organization or reimburses you for the expenses after you make a full accounting,
you may not have to include in income the amount paid by your church.

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 s required by your church to keep your salary, status, or job (and serves a business purpose
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. Entertainment expenses that represent an ordinary and necessary
business expense generally qualify for reimbursement under an accountable business expense
reimbursement plan.

» Flexible spending account (FSA). “Cafeteria” (called cafeteria plans because a person can
choose among several benefit options) or FSAs are plans used to reimburse the employee for
certain personal expenses. They are provided by employers to pre-fund dependent care, medical,
or dental expenses (often called a healthcare flexible spending account) in pre-tax dollars.
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A cafeteria or flexible spending plan cannot discriminate in favor of highly compensated
participants for contributions, benefits, or eligibility to participate in the plan. While only
larger churches generally offer cafeteria plans because of plan complexity and cost, many

churches could feasibly offer an FSA.

The money is the account holder’s to use during the plan year. Ultimately the employer owns
the account and any unused balance at the end of the plan year or any administrative grace
period is forfeited to the employer.

An administrative grace period may be adopted as a way to provide relief without running
afoul of the prohibition on deferred compensation. Under this provision, employees are
permitted a grace period of 2> months immediately following the end of the plan year.
Expenses for qualified benefits incurred during the grace period may be paid or reimbursed
from benefits or contributions remaining unused at the end of the plan year. There is also the
option of rolling over any unused FSA dollars into the next plan year, but this option is subject
to a $500 limit.

» Health insurance. If the church pays a minister-employee’s qualified group
health insurance premiums directly to the insurance carrier, the premiums are
tax-free to the minister. However, if similar payments are made

for a minister whom the church considers to be self-employed / D

for income tax purposes, the payments represent additional Warning

taxable income. Consult with your ministry’s

. .. professional tax advisors before
» Health savings account (HSA). HSAs are individual, portable, reimbursing medical expenses for

~

tax-free, interest-bearing accounts (typically held by a bank or employees. Under changes brought by
insurance company) through which individuals with a high- the Affordable Care Act, non-compliant
deductible health plan (HDHP) save for medical expenses. The reimbursements may result in penalties
purpose of an HSA is to pay what basic coverage would Kof$100 per employee per day. /

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
contributions 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.

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 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, there is an excise tax for nonqualified HSA
withdrawals (withdrawals not used for qualified medical expenses) of 20%.

» Life insurance/group-term. If the group life coverage provided under a nondiscriminatory
plan does not exceed $50,000 for ministers, the life insurance premiums are generally tax-free
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to minister-employees. Group-term life insurance coverage of more than $50,000 provided to
a minister by the church is taxable under somewhat favorable IRS tables.

» Retirement plans

O 457 deferred compensation plans (also known as Rabbi Trusts or Top Hat plans).
Churches may make cash contributions to 457 deferred compensation

. N : \
plans to fund their future obligation to pay deferred compensation N
b.en'eﬁts. The funds contributed are tax dgferred ina Nan’,
similar manner to other tax deferred vehicles such as a
403(b) plan. Caution
In some instances, depending on a participant’s includible An allowance to cover the minister’s
income (generally, includible income is a participant’s self-employment social security tax
salary without including parsonage), churches can make provides absolutely no tax benefit

since the amount is fully taxable.
However, paying at least one-half of
the minister’s social security tax is

contributions that exceed the IRS maximum annual
contribution limits for a 403(b) plan.

These plans are intended to provide a degree of certainty important so this amount can be
that accumulated deferred compensation benefits will properly shown as a fringe benefit for
actually be paid. Amounts contributed to an irrevocable Q)mpensatlon analysis purposes. j

plan should not revert to the church until all nonqualified
deferred compensation benefits have been paid to eligible participants.

Because trust assets are subject to the claims of the church’s creditors in the case of
insolvency or bankruptcy, the creation of a 457 plan does not cause the arrangement to
be treated as “funded” for income tax purposes.

Distribution rules for 457 plans are not as flexible as for 403(b) accounts. For example,
money in a 457 plan is not eligible to be rolled over into qualified retirement plans such as

403(b) plans or IRAs.

O Individual retirement accounts. Amounts contributed by a church for a minister-
employee’s Individual Retirement Account (IRA) are includible in the employee’s
compensation on the Form W-2 and are subject to self-employment tax. IRA
contributions may fall into one of the following categories:

* Contributions to a regular IRA. Each spouse may, in the great majority
of cases, make deductible contributions to his or her IRA up to the dollar limitation
(e.g., $5,500 reduced by adjusted gross income limits). The adjusted gross income
phaseout ranges for 2019 are $103,000 to $123,000 for married taxpayers and $64,000
to $74,000 for singles. (The phaseout amounts are different if the minister-employee is
not an active participant but his or her spouse is.) Catch-up contributions of $1,000
may be made by taxpayers age 50 and over.

* Contributions to a Roth IRA. Nondeductible contributions may be made to a Roth IRA.
The buildup of interest and dividends within the account may be tax-free depending on
how and when you withdraw the money from the account.

O Keogh plans. If a minister has self~employment income for income tax purposes, a
Keogh plan (also called “qualified retirement plans”) may be used. Amounts contributed
to a Keogh plan are not taxed until distribution if the contribution limits are observed.

If a minister withdraws money from a Keogh plan before reaching the age of 597, the
minister will be subject to a 10% early withdrawal penalty.




» Social security tax reimbursement. Churches commonly reimburse ministers for a portion or
all of their self-employment social security (SECA) tax liability. Any social security reimburse-
ment must be reported as taxable income.

Because of the deductibility of the self-employment tax in both the income tax and self-
employment tax computations, a full reimbursement is effectively less than the gross 15.3%
rate.

» Tuition and fee discounts. If you are an employee of a church-operated elementary,
secondary, 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 church-owned vehicle. The personal use of a church-provided
vehicle is considered a taxable fringe benefit. The fair market value of the personal use must
be included in the minister’s gross income, unless the full value is reimbursed to the church.
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Reporting Compensation, Fringe Benefits, and Reimbursements
for Income Tax Purposes*

Explanation Minister-Employee

Bonus or gift from the church Taxable income/Form W-2

Business and professional expenses reimbursed with
adequate accounting

Tax-free/excluded

Business and professional expense reimbursed without

. Taxable Income
adequate accounting

Taxable income/Form W-2 (exception
Club dues paid by the church for dues for professional organizations and civic
and public service groups)

Compensation reported to the minister by the church Form W-2

Dependent care assistance payments Tax-free, subject to limitations

May be eligible to exclude up to $5,250

Educational assistance programs . )
Prog 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 church) Tax-free/excluded

Health Savings Account Tax-free, if plan is properly established
Healthcare flexible spending account Tax-free, if plan is properly established
Housing allowance Excludable, subject to limitations

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

IRA payments by church Form 1040

Insurance, disability, paid by minister; minister is beneficiary Premiums paid after tax; proceeds are tax-free
Insurance, disability paid by church; minister is beneficiary Premiums are tax-free; proceeds are taxable
Insurance, group-term life paid by church Premiums on first $50,000 of coverage is tax-free

* 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 church as part of a qualifying
group plan. If paid by minister and
not reimbursed by church, deduct on Schedule A

Insurance, life, whole or universal, church is beneficiary

Tax-free/excluded

Insurance, life, whole or universal, minister designates
beneficiary

Taxable income/Form W-2

Insurance, long-term care

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

Loans, certain low-interest or interest-free loans over
$10,000 to ministers

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

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

Taxable for 2018/Form W-2

Pension payments by the church to a denominational
plan for minister

Tax-deferred. No reporting required until
the funds are withdrawn by minister 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 minister at no cost or less than
fair market value

Taxable income/Form W-2

Retirement or farewell gift to minister from church

Generally taxable income/Form W-2

Salary from church

Report salary on Form 1040, Line 1

Social security reimbursed by church to minister

Taxable income/Form W-2

Travel paid for minister’s spouse by the church

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 minister

Tax-free/excluded, subject to limitations

Vehicles/personal use of church-owned automobile

Taxable income/Form W-2

Voluntary withholding

Eligible for voluntary withholding agreement
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How Much Are They Worth?

Most ministers spend several thousand dollars each year on church-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:

(1) expenses reimbursed under an accountable plan, (2) expenses
paid under a nonaccountable plan, and (3) unreimbursed expenses.
Neither of the last two categories provide any income tax benefit to a
minister.

The reimbursement of an expense never changes the character of the
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

e N
Key Issue

Combining an accountable expense
reimbursement plan with a housing
allowance or health reimbursement
arrangement (or any other fringe

~

benefit plan) is not permissible. These

concepts are each covered under

separate sections of the tax law and

Qannot be commingled.

/

inadvertently reimbursed by the church, ministers should immediately refund the money to the

church.

To be 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
church that requires (1) a business purpose for the expenses, (2) substantiation of the expenses to

the church, 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 church within 60 days after the expense is paid or

incurred; and

[ any excess amount is returned to the church within 120 days after the expense is paid or

incurred.

» The periodic statement method applies if:

[ the church 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 church requests that ministers provide substantiation for any additional expenses that
have not yet been substantiated and/or return any amounts remaining unsubstantiated

within 120 days of the statement.

Expenses that are substantiated and reimbursed are not included on Form W-2 or deducted on
your tax return. Expenses that are not substantiated and reimbursed cannot be deducted for

income tax purposes.
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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 ministers should comply with the accountable expense reimbursement rules. The goal

should be to eliminate all unreimbursed business expenses.

Nonaccountable Expense Reimbursement Plans

'

IS

If you do not substantiate your business expenses to the church, or if the amount

of the reimbursement exceeds your actual expenses and the excess is
not returned to the church within a reasonable period, your tax life
becomes more complicated.

If your church pays you an “allowance” for business expenses, it
represents taxable compensation. The term “allowance” implies that
the payment is not based upon documented expenses, does not meet
the adequate accounting requirements for an accountable plan, and
must be included in your income.

Nonaccountable reimbursements and excess reimbursements over IRS

S \
Warning

Many ministers are paid expense
“allowances.” These payments
accomplish nothing in terms of good
stewardship.“Allowances” are fully
taxable for income and social security

@x purposes. /

mileage or per diem limits must be included in your gross income and reported as wages on Form
W-2. Unreimbursed expenses are not deductible for income tax purposes.

® Documenting Business Expenses

For expenses to be treated as reimbursable, 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
statements, 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:

» Why (business purpose)

What (description, including itemized accounting of cost)
When (date)

Where (location)

YYYVYY

Who (names of those for whom the expense was incurred;

e.g., Pastor Mark Smith)

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,

kWhO). j

4 N

Remember

When ministers provide a listing of
business expenses to the church or
other employer—this is only a report,
not documentation. Documentary
evidence is much more than a report.
It involves a hard-copy support of the

five Ws (why, what, when, where, and

although the five Ws are still required. You always need a receipt for lodging expenses regardless of
the amount. A church may apply a documentation threshold lower than $75.
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® Auto Expense Reimbursements

A minister’s car expenses are 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 the amount eligible for reimbursement 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. The simplicity of the standard mileage rate method is compelling.

Standard Mileage Rate Method

If your church pays you a fixed mileage rate up to the IRS standard rate (see page 5 for rates) and you
provide the church with the time, place, and business purpose of your driving, you have made an
adequate accounting of your automobile expenses, qualifying for a tax-free

reimbursement.

If the church does not reimburse you for auto expenses or P
reimburses you under a nonaccountable plan, you may not deduct
the expenses for income tax purposes.

~

Remember

The standard mileage rate may
generate a lower reimbursement than
using actual expenses in some
instances. But the simplicity of the
standard mileage method is a very

Qampelling feature.

The standard mileage rate, which includes depreciation and
maintenance costs, is based on the government’s estimate of the
average cost of operating an automobile. Depending upon the make,
age, and cost of the car, the mileage rate may be more or less than
your actual auto expense. If you use the mileage rate, you also may be
reimbursed for parking fees, tolls, and the business portion of the
personal property tax.

/

Commuting
Personal mileage is never reimbursable. Commuting mileage is personal mileage.

Travel to and from home and church (a regular work location) and for church services and other
work at the church is commuting and is not reimbursable. The same rule applies to multiple trips
made in the same day. On the other hand, the cost of traveling between your home and a
temporary work location is generally reimbursable. Once you arrive at the first work location,
temporary or regular, you may be reimbursed for 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 /-

erformed every week, for example, or merely on a set schedule.
p y p y

~

Remember

For your records to withstand an IRS
audit, use a daily mileage log to docu-
ment business vs. personal mileage.
Whether you keep a notepad in the car
or track the data on your smartphone,
some type of log is the best approach to
submitting data for reimbursement

Qom your church.

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

To support your automobile expense reimbursement, automobile
expenses must be substantiated by adequate records. A weekly or
monthly mileage log that identifies dates, destinations, business
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purposes, and odometer readings in order to allocate total mileage between business and
personal use is a basic necessity if you use the mileage method. If you use the actual expense
method, a mileage log and supporting documentation on expenses are required.

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 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 may be reimbursed 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 church staff or board members would generally
be deductible, subject to the $25 limit. Wedding and graduation gifts generally do not qualify as

business expenses.
Cell phones

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 noncompensatory 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.

If a church does not have a substantial noncompensatory business reason for providing a cell phone
to an employee or reimbursing the employee for business use of his or her personal cell phone, then
the value of the use of the phone or the amount of the reimbursement is includible in gross income,
reportable on Forms 941 and W-2, and for lay employees is subject to employment tax

withholding.

Cell phones a minister owns and uses more than 50% for ministry may be depreciated for
reimbursement purposes as five-year recovery property. The business portion of depreciation may
be reimbursed under an accountable expense reimbursement plan, if the 50% business,
“convenience of the church,” and “condition of employment” tests are met.

As a minister-employee, the use of a cell phone must be for the “convenience of the church” and
required as a “condition of employment.” The “convenience of the church” test will generally be
met if the cell phone is furnished for substantial “noncompensatory business reasons.” Whether a
minister (or other church employee) passes the “condition of employment” test is based on all the
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facts and circumstances and is not determined merely by an employer’s statement that the use of the
cell phone is a condition of employment.

If a minister meets the “convenience of the employer” and “condition of employment” tests but
does not use the cell phone more than 50% of the time for work, he or she must depreciate it using
the straight-line method. The minister may be reimbursed the business-related phone call charges
and the business-related portion of the monthly fees.

Entertainment

Entertainment expenses may qualify for reimbursement under an accountable expense
reimbursement plan if they represent an ordinary and necessary business expense.

Personal computers

Personal computers a minister owns and uses more than 50% for ministry may be
depreciated for reimbursement purposes as five-year recovery property but no
reimbursement is available under Section 179 (see next item). The

business portion of depreciation may be reimbursed under an \&_J/ \

accountable expense reimbursement plan if the 50% business,

« . » « .. . Warning
convenience of the church,” and “condition of employment” tests
are met (see the discussion of these topics under “Cell phones” on If a minister purchases a computer
and uses it primarily for church work
pages 29-30).

and meets the “condition” and
“convenience” tests, only the
depreciation on the business portion
of the computer can be reimbursed by

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

being used for the church’s convenience. If you meet the the church, not the entire cost of the
“convenience of the church” and “condition of employment” tests business portion, based on the Section
but do not use your computer (and related equipment) more than Q79 first-year write-off rules. J

50% of the time for your work, you must depreciate these items
using the straight-line method to calculate the amount reimbursable.

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

Subscriptions and books

Subscriptions to minister-related periodicals are reimbursable. If the information in a periodical
relates to your ministerial preparation, that news magazine may even qualify.

The cost of books related to your ministry may be reimbursed.

@ Allocation of Business Expenses

The IRS takes the position that the deduction of unreimbursed

business expenses on Schedule C (C-EZ) is limited to the extent Remember
that they are allocable to an excluded housing allowance or the fair If a church provides a cell phone to an
rental value of church-provided housing. The IRS applies what is employee primarily for a noncompen-

satory business reason, even the per-
sonal use value of the cell phone is
excludible from the employee’s income.

often referred to as the “Deason rule” (referring to a 1964 Tax
Court Memorandum).

IRS Publication 517, Social Security and Other Information for
Members of the Clergy and Religious Workers, explains this topic in detail and includes the concept
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in a completed tax return example. The most recent Tax Guide for Churches and Other Religious
Organizations and Minister Audit Technique Guide, both issued by the IRS, clearly apply the

expense allocation concept.

Since the housing allowance is not tax-exempt for self-employment purposes, the IRS takes the
position in their Minister Audit Technique Guide that the Deason rule does not apply to the
computation of a minister’s self-employment taxes.

Under the IRS guidelines, if you exclude a housing allowance or are provided housing by your
church, you cannot deduct expenses that are allocable to your excluded rental or parsonage
allowance. Home mortgage interest and real estate taxes are still deductible on Schedule A as itemized
deductions even though the same amounts are excluded for income tax purposes under the housing
allowance rules.

A statement containing all the following information should be attached to your tax return:

» A list of each item of taxable ministerial income by source (such as wages, salary, honoraria
from weddings, baptisms, etc.) plus the amount

\

The amount of excluded housing allowance or the fair rental value of church-provided housing
» A list of each item of unreimbursed ministerial expense plus the amount

» A statement that the other deductions on your tax return are not allocable to the excluded
housing allowance

This limitation requires the following calculation:

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

2. Total income from ministry:

Salary (including the fair rental value of a
church-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
nondeductible 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 Schedule C [C-EZ]) $
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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 a
qualified minister is not subject to federal income tax withholding. Ministers who are

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

with the church to cover any income tax and self-employment social

security tax that are due. IRS Publication 505 provides additional / Q/ \
information on tax withholding and estimated taxes. Idea
® Tax Wlthholdmg Though not required, churches should

offer to withhold federal (and state
and local, where applicable) income
taxes (never FICA taxes!) from
ministerial pay. Filing Forms 1040-ES
often means saving up money for the

Churches are not required to withhold income taxes from wages paid
to ministers for services performed in the exercise of their ministry.
The exemption does not apply to nonministerial church employees

such as a secretary, organist, or custodian. 4/15,6/15,9/15,and 1/15 deadlines.
Withholding the proper amount each

Minister-employees may have a voluntary withholding agreement week or payday is so much more

with the employing church to cover income taxes (the amount may be Qﬁficient. /

set high enough to also cover the self-employment social security tax
liability). Ministers need only file Form W-4 with the church to establish a voluntary withholding
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 FI\/T
and credits. iling Tip

When using the estimated tax method

If you are filing a declaration of estimated tax, complete the quarterly of submitting income and social

Forms 1040-ES. If 2018 estimated taxes are $1,000 or less, no security tax money to the IRS, pay at

declaration of estimated tax is required. least as much as your previous year's
total taxes (before offsetting with-

If your estimated tax payments for 2019 equal 90% of the 2018 tax holding, estimated tax payments, etc.).

Spread the payments equally over the

liability, you will generally avoid underpayment penalties. An option
Y> Y & y bay b p four Forms 1040-ES.This will generally

is to make the 2019 estimated tax payments equal 100% of your avoid underpayment penalties
2018 federal and social security taxes (Form 1040, page 2, line 15). K ’ /
This method generally avoids underpayment penalties and is easier to

calculate.

In estimating 2019 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, Schedule 1, line 27).

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

follows:
For the Period 2019 Due Date
January 1 - March 31 April 15 Remember
April 1 - May 31 June 17 State income tax payment require-
June1 - August 31 September 16 ments may also be met by making

1

September 1 December 31 January 15 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 ministers 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 never be withheld from the compensation of qualified

ministers.

® Opting Out of Social Security Taxes

All ministers 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 a minister), including social
security coverage. This includes an opposition to insurance that helps
pay for or provides services for medical care (such as Medicare) and
social security benefits. Your opinion of the financial stability of the
social security program is not a valid basis to file for exemption.

Deadline for Filing for an Exemption

0

<

LS

Warning

-

Opting out of social security is
relatively simple. Form 4361 must be
filed by the due date of the tax return
for the second year with $400 or more,
any portion of which comes from the
exercise of ministry. But the simplicity
of opting out should not be confused
with the significant difficulty of
complying with the requirements for

~

thing out. j

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
2017 12.4% 2.9% $127,200 no limit
2018 12.4% 2.9% 128,400 no limit
2019 12.4% 2.9% 132,900 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-

A4

Key Issue

-

Unless ministers 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 the minister is

~

benefits. There is no age limit on
Qaying social security tax.

retired and receiving social security

employment tax liability. The deduction is claimed against gross income on line 27 of Form 1040,
Schedule 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 purpose 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

New for 2018, the IRS has simplified the basic tax Form 1040 from two full pages down to two
half pages. With this simplified design, from 79 lines in 2017 down to 23 lines now, the IRS is no
longer offering Forms 1040A or 1040EZ.

The first half page of the new Form 1040 includes basic taxpayer and dependent identification
information, while the second page is where all income and tax reporting occur. To accomplish this
simplified design, the IRS has moved many of the less frequently used fields and added them to
Schedules 1-5. Many ministers may report information on several of these schedules, especially as it
relates to self-employment taxes.

Reviewing the Form 1040 and Schedules 1-5 line by line may jog one’s memory about money
received or spent in 2018.

® Filing status. Married filing jointly: If the minister’s spouse died in

2018, he or she can still file jointly and take advantage of tax ' /
rates that would be lower than if he or she files as a single
person or as a head of household.

Filing Tip

All compensation from Form W-2 is

Married filing separately: If the minister is married and lives ina | o orted on line 1. Be sure the church
separate-property state, compute the tax two ways—jointly and has not included the housing allowance
separately. Then, file the return resulting in the lower tax. amount in Box 1 of Form W-2.
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® Head of household: If the minister is single, he or she may qualify as head of household if he

or she provided a home for someone else—like a parent. Filing as head of household rather
than as a single person can save a bundle on taxes.

®  Qualifying widow(er): If the minister’s spouse died in 2016 or 2017 and he or she has a
dependent child, there is benefit from joint-return rates as a qualifying widow(er).

® Dependents. Remember to include a social security number for any dependents. If a child

does not have one, obtain Form SS-5, Application for a Social Security Number, at

http://www.ssa.gov/online/ssa-5.html. If unable to secure the social security number before the

filing deadline, the minister may file for an extension of time to file.

Form 1040 - Page 2

e Income (lines 1 to 6). Line 1: If the minister is considered an /
employee for income tax purposes, he or she should receive
Form W-2 from the employer. The total amount of the taxable
wages is shown in Box 1 of Form W-2; attach Copy B of the W-
2 to your Form 1040. Include the data from other W-2s received
for the minister or spouse on this line. If the church erroneously
included the housing allowance in Box 1, Form W-2, the
minister should ask the church to reissue a corrected Form W-2.

If the cash housing allowance designated and paid by the
employer exceeds the lowest of (1) the amount used to provide
a home from current ministerial income, (2) the amount

~
Filing Tip

Form 1040, Page 2, Line 1. If the
housing allowance designated by

the employer exceeds the housing
allowance exclusion to which the
minister is entitled, he or she must
include the difference on line 1 with
a description “Excess housing
allowance.” The exclusion is limited
by the lower of the fair rental value of
a minister-provided home or the

Qctual housing expenses.

~

/

Form 1040 (2018} Page 2
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properly designated by the employer, or (3) the fair rental value of the home including
utilities and furnishings, enter the difference on line 1.

Line 2a: Here’s where to note any tax-exempt interest from municipal bonds or municipal
bond funds. Don’t worry—that income is not taxable. But social security recipients must count
all their tax-exempt interest when computing how much of their social security benefits will be
taxable.

Line 2b: Include as taxable-interest income the total amount of earnings on savings accounts,
certificates of deposit, credit union accounts, corporate bonds and corporate bond mutual
funds, U.S. treasuries and U.S. government mutual funds, and interest paid to the minister for
a belated federal or state tax refund (whether or not a Form 1099-INT has been received). If
the statements due have not yet been received, call the issuer to get them. If more than $1,500
of taxable interest income was received in 2018, Schedule B must also be completed.

Line 3b: Enter as dividend income only ordinary dividends, not capital-gains dividends paid
by mutual funds, which are reported on Schedule D. Form 1099-DIV statements show the
amount and type of ordinary dividends received during 2018. If more than $1,500 in
dividend income was received in 2018, Schedule B must be completed. Remember: earnings
from a money-market mutual fund are considered dividend income, not interest income.

Line 4a: Report all distributions from IRAs, pensions and annuities on this line, including
amounts that were rolled over tax-free in 2018 from one account into another.

Line 4b: Report the taxable portion of these distributions. If any distributions were received
from a denominationally sponsored plan, the minister may be eligible to exclude a portion or
all of these payments as a housing allowance.

Line 5a: No more than 85% of social security benefits can be taxed for 2018 and none at all if
the provisional income is below $32,000 on a joint return, $25,000 for singles. If the income
doesn’t exceed the threshold, leave this line blank. If it does, use the worksheet on Form 1099-
SSA to compute taxes on the benefits.

Line 5b: Report any taxable portion of social security benefits on this line.

® Tax computation (lines 7 to 13). Line 8: Claim the standard deduction only if the amount
exceeds what could be written off in itemizing expenses on Schedule A. For 2018, the standard
deduction is $24,000 joint, $18,000 head of household, and $12,000 single. The amounts are
higher if the minister or spouse is 65 or older or legally blind.

Line 12a: If the minister has a dependent child (a child under the age of 17 at the end of the
tax year), he or she should complete Schedule 8812 to claim up to a maximum credit of
$2,000 per qualifying child. This credit can reduce the actual taxes owed dollar-for-dollar, but
only $1,400 per chid can be refundable beyond 2018.

Line 16: Did the minister have a voluntary withholding arrangement whereby the employing
church withheld federal income tax from the minister’s compensation? Then show the
amount of federal income tax the church withheld (from the W-2, Box 2) along with other
federal income tax withholding from other employment of the minister or spouse here. Also
include tax withheld on the other Forms 1099 and W-2. The amount withheld should be
shown in Box 6 of Form 1099-SSA and Box 4 of other Forms 1099.
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Line 17a: Enter the earned income tax credit here or let the IRS calculate it. If the minister
has a qualifying child, Schedule EIC must be completed.

Line 17b: Enter the amount of your child tax credit on this line based on the completion of

Schedule 8812.

e Refund or amount owed (lines 19 to 23). Line 23: The IRS assumes the taxpayer must pay
the estimated tax penalty if he or she owes $1,000 or more beyond what has been paid through
withholding or estimated tax and the amount due is more than 110% of the 2017 tax bill.
The minister may qualify for one of several exceptions, however. Use Form 2210 to

document an exception to an underpayment penalty.

Schedule 1 - Additional income and adjustments to income

{EFE:HEE‘L;LE ! Additional Income and Adjustments to Income — R —
* Attach to Form 1040, f?jlﬂ'is
Depaartrrail o the Treasary Anachenen
omal Fpranus Senvics ¥ Go to www.irs. goviFerm 1040 for instructions and the katest infermation. Sacuares Mo, 01
Nama{s] shown o Foem 1040 Your social security number
Additional 1-8b Reserved i 1-0b)
Income 10 Taxable refunds, r:feults ar cd‘fsats of slaTa and Ir:u:al income taxers 10
11 Alimony received : 11
12 Business income or (loss). Attach S:chod:.ll& C or C F_?_ i 12
13 Capital gain or (loss). Attach Schedula D if required. If not requmd check here I D 13
14  Other gains or (losses). Attach Form 4787 | e .
158 Heserved 15b
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17 FRental real estate, ro'yamas. pannmhlm Scorporatlm trus1s atc .ﬁ.ﬁmh S-::hedulaE 17
18  Farm income or (loss). Attach Schedula F | TEET4e spneils wboa B 3 18
18  Unemployment compansation 19
208 Heserved mcind 20b
21 Other income. List type and amclunt I- 21
22 Combine the amounts in the far right column. If you don't have any adjustments to
income, enter here and include on Form 1040, line &, Otherwise, go to line 23 | 22
Adjustments 23 Educator expenses 3
to Income 24  Cortain busingss expenses ol resenisls, pmorrmng artists,
and fee-basis government officials. Attach Form 2106 . 24
25  Health savings account deduction. Attach Form B889 25
26 Moving expenses for members of the Armed Forces.
Attach Form 3203 z 26
27  Deductible part of WT-«npmrma'll 1a.x ﬂ-ttach Schadule E—E 27
28  Self-employed SEP, SIMPLE, and qualified plans 28
29  Self-employed health insurance deduction 29
30 Penalty on early withdrawal of savings . . 30
Ja Almony paid b Recipient's 55N » | | J1a
32  IRA deduction . Z 32
33 Student loan interest deductmn 33
34 Reserved 34
35 Resarved 35
36 Add lines 23 through s E e e 36 |
For Paperwork Reduction Act Notice, see your tax return In:ﬂlwib'rl:. Cat. Mo. T14T0F Schedule 1 (Form 1040) 2048

Schedule 1, Line 10: If a refund of a state or local tax was received in 2018 that was deducted on

Schedule A in a prior year, include the refund here.

Line 12: Ministers almost always receive some honoraria or fee income from speaking
engagements, weddings, funerals, and so on. This income, less related expenses (see page 138),

should be reported on Schedule C or C-EZ and entered on this line.
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Line 13: Enter capital-gains dividends here if there were no other capital gains or
losses in 2018.

Line 23: If you or your spouse is an eligible educator, you can /
deduct up to $500 (married filing jointly) for unreimbursed / . .
Filing Tip

teaching-related expenses on this line.
Form 1040, Line 54.If you made

Line 25: Contributions made by a taxpayer to a health savings contributions to a 403(b) or 401(K)
account (HSA) up to $3,450 for an individual plan and $6,900 plan, and your adjusted gross income
for a family plan are deductible on this line. Individuals who was $50,000 or less, you may be
have reached age 55 by the end of the tax year are allowed to eligible for this credit. The credit is

also available for contributions to

increase their annual contribution for years after 2018. ! =
either a traditional or a Roth IRA.

Line 27: One-half of the social security tax that is deductible for The e.xcluded portion of mir?ister’s'
income tax purposes is reflected on this line. This number comes Qousmg does not reduce this Cred'tj
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. The
maximum deductible amount of interest is $2,500, and it is phased out at high income levels.

Line 36: If a minister is employed as a chaplain or any other minister-employee of a non-
religious organization, use this line for the deduction of 403(b) contributions that were sent
directly to the plan. On the dotted line next to line 36, enter the amount of the deduction
and identify it as indicated.

Schedule 2 - Tax

SCHEDLULE 2

Tax
(Form 1040) ‘,:};”n,m 1 8
- * Attach to Form 1040,
[i Ti
EAAPHIRIRIC 0 ek Ty * Go o www. irs.goviForm 1040 for instructions and the latest information. "L'jf::_;i e 02

OME No. 1545-0074

Tax

Marmasis) shown on Fom 1040 Your social security mimibsr
3844 HReserved . -4
45  Altermative minimum tax. Attach Furm 13251 45
46  Excess advance pramium tax credit repayment. Attach Fc»rm 3962 A
47  Add the amounts in the far right column, Enter here and include on Form 1IZI4[I
lina 11 47

For Paperwork Reduction Act Nolice, see your lax return instructions,

Cat. No, T1478U

Schedule 2 (Form 10:40) 2018

Line 45: Few ministers will have taxable income high enough to trigger the alternative
minimum tax.

Line 46: If a minister had an excess advance payment of the premium tax credit, it would be

calculated on Form 8962 with the amount carried over to line 46.
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Schedule 3 - Nonrefundable Credits

SCHEDULE 3
:;fm.. 1040) Nonrefundable Credits
i . = Attach to Form 1040,
Rl aard of s Tty » Go lo www.irs.gov/Form 1040 for instructions and the latest information.

OB Mo, 1545-0074

2018

Attachment
Secpmrge Mo

Mearnes) shewn an Femm 1040

Your social sacurity number

Nonrefundable 48  Foreign tax credit. Attach Form 1116 if required . .
Credits 49  Credit for child and dependent care expenses. Attach Furm 24-11 '
Education credits from Form 8863, line 19 . i
51  Retirement savings contributions credit. Aftach Form aasu i
52 Reserved
53  Residential energy c:redll Arta-:h Fc-rrn 5&95 o]
84  Other credits from Form a [ 3800 &[0 8801 ¢ I:I

48

49

50

51

52

53

54

55  Add the amouwnts in the far right column. Enter here and include on Form 1040, line 12 | 65

For Paperwork Reduction Act Notice, see your tax return instructions. Carl. Mg, T1480G

Sehaduls 3 [Farm 10400 2018

Line 48: If you paid income tax to a foreign country of U.S. possession, you may be able to

take this credit. Generally, you must complete and attach Form 1116 to do so. However, if all of
your foreign source gross income was from interest and dividends and all of that income and the
foreign tax paid on it were reported to you on Form 1099-INT, Form 1099-DIV, or Schedule K
and the total of your foreign taxes wasn't more than $600 if married filing jointly, you generally

do not have to complete Form 1116.

Line 49: You may be able to take this credit if you paid someone to care for:

(1) Your qualifying child under age 13 whom you claim as your
dependent, (2) Your disabled spouse or any other disabled person
who couldn’t care for himself or herself, or (3) Your child whom
you couldn’t claim as a dependent because of the rules for
children of divorced or separated parents.

Line 50: If you (or your dependent) paid qualified expenses in
2018 for yourself, your spouse, or your dependent to enroll in or
attend an eligible educational institution, you may be able to take
an education credit. See Form 8863 for details.

Line 51: Taxpayers with adjusted gross income of $63,000 or less
may claim a credit on this line equal to a certain percentage of the
employee contributions made to a retirement account or IRA
(must complete Form 8880).

-

Schedule 3, Line 51.
were made to a 403(b) or 401(k) plan,
and the adjusted gross income was
$50,000 or less, the minister may be
eligible for the retirement savings
contributions credit. The credit is also
available for contributions to either a
traditional or a Roth IRA. The excluded
portion of minister’s housing does not

~
Filing Tip

{educe this credit.

~

If contributions

/
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Schedule 4 - Other Taxes

SCHEDULE 4 OMB Na, 1545-0074
(Form 10409 Other Taxes 2018
Despartrnend of e Treasury ¥ Attach to Form 1040, ﬁllt.ﬁ::or
Inimal Revenus Senvce ¥ Go lo www.irs. gov/Form 1040 for instructions and the latest information, Samquence No. D4
Marrwsish showr on Fom 1040 Yaour socinl security numbass
Other 57  Saif-employment tax. Attach Schedule SE . . 57
Taxes 58  Unreported social security and Medicare tax from: Fulm a |:|413]" b I:I B‘EH'B 58
Additional tax on IRAs, other qualified refirement plans, and other tax-favored
accounts. Attach Form 5328 if required . . e e e e 59
60a Household employment taxes, Attach Schedule H S s G0a
b Repayment of first-time homebuyer credit from Form 5405, .ﬂ.ttach Frxm 540'5 it
required . . . . [0
61  Health care: |ndmd1.|a| rE'SpDnSIblhl'!.l' n!saa |n5truc:t|un5] Give WSl e W 61
82  Taxes from: a[] Form 885% b [ Form 2260
e[ Instructions: enter codels) 62
B3 Section 965 net tax lability installment from Form
065-A . . . . R |
64  Add the amounts in Ihe far rlght column. These are your total other taxes. Enter
here and on Form 1040, line 14 . . . . . . . L 64
For Paperwork Redustion Act Notice, see your tax retumn instructions. Cat. Mo, TI481R Behodibe 4 Form 1040) 2018

Line 57: If the taxpayer is a qualified minister (see pages 2—9) and has not opted out of social

security (see pages 104-8), he or she is self-employed for social security tax purposes. Social
Security is not withheld by the church but is calculated on Schedule SE if there were net
earnings of $400 or more and paid with Form 1040. The tax is 15.3% of the first $128,400 of
2018 self-employment income. If the total wages and self-employment earnings were less than
$128,400, time and headaches can probably be saved by filing the Short Schedule SE on the
front of the SE form.

Line 59: The minister will owe the tax on qualified plans plus the 10% penalty on the amount
withdrawn from the IRA or another retirement plan if the minister was under 59%, unless

certain exceptions are met.

Schedule 5 - Other Payments and Refundable Credits

SCHEDULE 5
{Form 1040)

Despasrtrrand ol the Treasury
Irndasiril Pl St

Other Payments and Refundable Credits

= Attach to Form 1040,
* Go to www.irs.gov/Form 1040 for instructions and the latest information,

OMEB No. 1545-0074

2018

isinchment
Saquarcs No. 05

Mame{s] shown cn Fom 1040

Your social security number

Other
Payments
and
Refundable
Credits

B5
]
6Ta
b
B8-69
TO
T
T2
T3
T4
75

Resarved . 3 65
2018 estimated lax pa;.'ments and amount appllod !rom 201? r\el‘um 56
Resarved . G7a
Resarved . 6Th
Reserved . . . BE-69
Mat pramium 1&& cmdlt Attal:.l'l Furm EQEE . T0
Amount paid with requast for extension to file (see |nsimc1u:ln-5:| T
Excess social security and tier 1 RRTA tax withhald . T2
Credit for federal tax on fuels. Aftach Form 4136 . . . . . . . . 73
Credits from Form:  a [1243% b [JReserved ¢ (2835 d [ 74
Add the amounts in the far right column, These are your total other payments

and refundable cradits. Enter here and include on Form 1040, line 17 i 75

For Paperwork Reduction Acl Nolice, see your lax return instructions. Cal. Mo, T14B3C

Schedule § (Form 1040) 2018
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Line 66: Don’t get confused: Even though the fourth-quarter 2018 estimated tax payment
was made in January 2019, it’s counted on the 2018 return.

Schedule A (ltemized Deductions)

If the minister lives in church-provided housing, he or she often cannot itemize. But run down
Schedule A just to see whether there might be 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 pharmacist. Write off 18 cents per mile plus the cost of parking. If the taxpayer
didn’t drive, deduct any 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 out of town to get medical care count
toward the 7.5% limit of adjusted gross income. Include all health insurance premiums, as well
as Medicare Part B premiums for 2018.

Taxes you paid (lines 5 to 7). Even though real estate taxes are a housing expense excludable
under the housing allowance, they may still be deducted (even for multiple properties if not
deducted elsewhere on the return) on line 5b as an itemized deduction—one of the few
“double benefits” allowed in the tax law.

Interest you paid (lines 8 to 10). Line 8a: If the minister bought a house during
2018, review all escrow or settlement papers for any mortgage interest paid that ?
was not shown on the lender’s year-end statement. If interest was / / \

paid on a second mortgage or line of credit secured by the Filing Ti
.. 5 . . Hin 1
minister’s home, include the interest expense here. glip

Schedule A, 8a-c. These lines relate to

It is possible to deduct mortgage interest as an itemized the most significant tax break available

deduction even if the interest is included in housing expenses to ministers who own their own
subject to a housing allowance. Interest on a home eqity loan homes. Even though real estate taxes,
or line of credit is not deductible on Schedule A unless the mortgage interest, and points are

excludable under the housing
allowance, subject to certain limits, the
same amounts are deductible as

Likewise, the only mortgage interest properly includible as Qemized deductions. /
housing expense under a housing allowance is when the loan
proceeds were used to provide housing. For example, interest on a second mortgage used to
finance a child’s college education is not deductible on Schedule A and does not qualify as a
housing expense for housing allowance purposes.

loan proceeds were used to buy, build, or substantially improve
the minister’s home that secures the loan.

Don’t overlook points 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 it is
permissible to deduct on the 2018 return the portion of all points paid that correspond with
the percentage of refinancing used for home improvements.

Gifts to charity (lines 11 to 14). Line 16: For gifts you made in 2018, there must be written
acknowledgments from the charity of any single gifts of $250 or more and for all gifts of cash.

Line 12: Deduct charitable mileage for any volunteer work at the rate of 14 cents a mile.
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Schedule C (C-EZ)

Nearly every minister should file Schedule C or Schedule C-EZ. While a minister should receive
Form W-2 for employment compensation and report the amount in Box 1 of Form W-2 on
Form 1040, line 1, most ministers have some income from honoraria or fees related to
weddings or funerals. Additionally, a minister may have speaking fees unrelated to

the employer, product royalties, and other self-employment income y

reportable on Schedule C (C-EZ). / ~——

Only expenses related to the income reported on Schedule C Filing Tip

(C-EZ) may be deducted on the form. For example, if a minister Schedule C-EZ, Line 2. Only business
received honoraria of $500 for speaking at a church other than expenses related to the income
where employed, the $500 is reported on Schedule C (C-EZ) and reported on line 1 may be reported on

line 2. A minister’s housing expenses
are not deducted on this form (or
generally any other form).

the travel and other expenses related to the speaking engagement
are deductible on the form. Expenses related to a minister’s

primary employment (compensation that was reported on Form Unreimbursed expenses related to
W-2) is no longer deductible. This highlights the importance of employee compensation are not
churches adopting an accountable expense reimbursement policy. Qeductible as a result of tax reform. /

If using Schedule C-EZ, reflect the data as follows:

e Gross receipts. Line 1: Include income from honoraria, fees, product royalties, and other
income earned as an independent contractor.

e Total expenses. Line 2: Only include business expenses related to the income on line 1.

Schedule SE

Most ministers will need to file Schedule SE to report income subject to self-employment taxes.
Most frequently, a minister will be able to utilize the short-form (page 1 of the form), but the
decision matrix at the top of the form will indicate if a minister may need to utilize the long form
(page 2 of the form).

When computing the self-employment tax, net earnings include the gross income earned from
performing qualified services minus the deductions related to that income. See Self-Employment
Social Security Tax Worksheet on pages 52 and 68.

Form 2441

If the minister paid someone to care for his or her child or other qualifying person so he or she (and
spouse, if filing a joint return) could work or look for work in 2018, the minister may be able to
take the credit for child and dependent care expenses.

e Qualifying person (Line 2[a]). A qualifying person is any child under age 13 who can be
claimed as a dependent. If the child turned 13 during the year, the child is a qualifying person
for the part of the year he or she was under age 13.

e Qualified expenses (Line 2[c]). These include amounts paid for houschold services and care
of the qualifying person while the taxpayer worked or looked for work. Child support
payments are not qualified expenses. Household services include the services of a cook, maid,
babysitter, housekeeper, or cleaning person if the services were partly for the care of the
qualifying person.
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Form 8863 @

Education credits may be taken if the minister, spouse, or a /

dependent claimed on the taxpayer’s return was a student enrolled
at or attending an eligible educational institution.

Form 8889

The minister may be required to file Form 8889 if he or she
participated in a Health Savings Account (HSA) in 2018.

S~
Tip
American Opportunity Credit (Part I). The minister may be I‘Etdduciea]stigﬁter:s;tr?srev:P\l/eet::;;?de in cash,
able to take a credit of up to $2,500 for qualified expenses by check, by credit card, or with
paid in 2018 for each student who qualifies for the credit (see borrowed funds.
instructions for Form 8863).

Lifetime learning credit (Part II). The maximum lifetime learning credit for 2018 is
$2,000, regardless of the number of students. The lifetime learning credit cannot be taken
for any student for whom the American Opportunity Credit is being taken.

Qualified expenses (worksheet in form instructions). Generally, qualified expenses are amounts
paid in 2018 for tuition and fees required for the student’s enrollment or attendance at an eligible
educational institution. Qualified expenses do not include amounts paid for room and board,
insurance, medical expenses, transportation, or course-related books, supplies, and equipment.

Tip

HSA distributions (Line 14). Amounts withdrawn from the
HSA in 2018 are reflected on this line. There is generally no tax | There s no requirement to file

impact of HSA withdrawals unless they exceed unreimbursed Form 8889 if HSA withdrawals for the
medical expenses year do not exceed unreimbursed

medical expenses.

Unreimbursed medical expenses (Line 15). Medical expenses
that were not reimbursed by your medical insurance may generally be included on this line.

Form 8962

The premium tax credit is for those that were enrolled in health insurance through a state marketplace.
The credit provides financial assistance to pay the premiums. This form reconciles whether there is a
refund owed to a taxpayer or whether the taxpayer owes additional taxes related to an advance
payment of the premium tax credit. There is an example of this form in use on page 67, which
includes an excess advance payment of the premium tax credit.

Part I. This section determines the annual contribution amount one is required to pay out of

pocket.

Part II. This section reconciles how much one has paid based on Form 1095-A and how much
should be paid based on actual income as determined in Part I.

Part III. This section is used to determine any necessary repayment of excess advance payment
of a premium tax credit.

Parts IV & V. Use these parts to make allocations as it may relate to divorces, married filing

separately, marriages, or where a policy is shared between two tax families. See the Instructions
to 8962 for further details.
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Sample Return No. 1

Accountable expense reimbursement plan
Minister owns residence
Pays federal taxes through voluntary withholding

Church 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:

Church salary $64,850
Christmas and other special occasion

gifts paid by the church based on

designated member-gifts to the church 750
Honoraria for performing weddings,

funerals,and baptisms 650
Honorarium for speaking at another

church 1,000
Reimbursement of self-employment tax 12,000
Moving expenses reimbursed 6,750
Church-related expenses were reimbursed

to Pastor Brown under an accountable

expense reimbursement plan 7,593

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

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

Expenses related to honoraria income:

Parking and tolls $ 50
Travel — 912 x 54.5¢ per mile 497
Other 200

Potential itemized deductions:

Unreimbursed doctors, dentists, and

drugs 1,500
State and local income taxes:
2017 taxes paid in 2018 400
Withheld from salary 1,600
Real estate taxes on home 1,000
Home mortgage interest 14,850
Cash contributions 8,200
Noncash contributions — household
furniture/fair market value 266
Student loan interest 1,906
Housing data:
Designation 26,000
Actual expenses 25,625
Fair rental value including utilities 25,000

403(b) pre-tax contributions for Pastor Brown:
Voluntary employee contributions made
under a salary reduction agreement 500

Nonvoluntary employer contributions 2,000
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Sample Return No. 1 — Minister-Employee for Income Tax Purposes (Accountable Plan)

Dapartmant ol the Treasury — inemal Revenue Senice

u.s. Indlvﬂ:lual Income Tax Rﬂturn

;1040 2018

CMB o, 1545- DE-?'4| IS Lise Oaly— Do Aot wilts Of staple i this apace

Filing status: | ] Single  [X] Married filirg joirtly [ Marred fling separatety || Head of housshold  [|_] Guaktying widowies)

Your firsl name and mitial Last maims Your socwml “‘l.w Flarm ber
Milton L. Brown 54116 | 8194

Your standand deduction: [ ] Someans can clsim you as s dependent [ ] You wees born bafore January 2, 1958 [ ] You ane blind

H pind refurn, Spousa’s Hrsd narma and inital Last name Spouss's socel MW
Alessia 5. Brown 238 49| 7249

Spouse standard decustion: [_] Somecne can clsim your spouse as & dependent ] Spouse was bom belore January 2, 1054
[ Speuss is bina [] Spouse isemizes an & sepamte rabum or you wers dual-status sken
Home address (numbsar and streat]. B you have a PO, box, sea instructions,
418 Trenton Street
City, lown o post office, state, and ZIP coda. If you have 8 loneign address, attach Schedubs 8,

Springfield, OH 45504

E Full-year health cane coverage
of exempl (See insl)

ial Bloction Campasg

[ veu []spouse
i mare than fouwr dependsants,
seainst. and o« here =[]

Apt. ro, Prasid:
(e L

Dependents (sea instructions: (2) Socinl security nusber (%) Rutasioratip b you ) if cunlifies for (see inat |
{1} First pame Last rama Child tax credit Crecit for other depandants
Charles Brown 514 43] 9196 Son & =
Ll m
Ll 0
L] L]
SIQI'I' tl;.:mm of pe.-m- Idﬁchru mm 1 mulmlmx: :::;ﬂm;ﬁ:::ﬁmﬂli:f: the ibest of my inowbedge and belied, they are true,
Hera Your s Date Your oocupaton IF e IRS sent you an denfity Prolection
il ’ %ﬂ m_.,_) 4/15/19 | Minister P, arter
Keop a copy for s signature. If a jointretum, must sign. | Date Spouse’s cooupation I the IAS sent you an ldentity Probection
your recors. aﬁn.“,_._ J .5:5...-../ 4/15/19 | Housewife m%
P id Prepanas's namsa Prepaser’s signalurg PTIN Firm's EIN Chescsig @l
P?G rer [ 3 Party Designes
Uﬂpgﬂly Firrn's name Phona no, [ seti-smpioyea
Fimi's acdress b
For Disclosure, Privacy Act, and Paperwork P Act Notice, see sep i ™ Cat. Ne. 113208 Form 1040 core
Form 1040 (2018) Page 2
1 Wapes, salaries, tips, sic. Attach Formds) W-2 Excess Housing Allowance 1,000 i 58,850
22 Tax-exemptinterest. . . 2n b Taxable irferest 2b
Attach Formin
W-2 Also attach da Cualfied dividends . . . 3 b Cwdinary dividends . 3b
Pomu WG nd  ga  IRAs, pensions, and annities . da b Taxable amaunt | 46
Wik Ba  Secial security bensfits |_Sa b Taxabie amount | 5b
8 Totalincome. Add ines 1 theough 5. Add any amount from Schedsle 1, ine 22 8 59,970
T Adjuited gross income. Il you have fo sdustments 1o incoma, enter the amsunt fram ||r\-e 14 d'l WA,
sutaract Schedula 1, ling 38, from fine & e P o : . 7 52,076
Deductionfor— & Srandasd deduction ce ilemized deductions (fom Schede A 8 26,316
i mm:: 8 Cualified business income deduction (se8 Instructions) 224
Flaon MO Taxsbls income. Subiract lines 8 and @ from ling 7, If zoro of kess, enter -0- | 10 25. 536
'&ﬂmm 11 aTaxisesinst) 2,682 jcheckifaryfom: 1 []Fomissaid 2 DFnrrn-ﬂ?‘Z - D
mﬂ' b Add ary amount from Schedule 2 and check here . i e * D 11 2,682
* Hpad of 12 o Chid tax credi/oredt for other dependents 2,000 hmmrrmnrmm;lwmhmi B | 12 2,050
:?:_‘;:E'H 13 Subiract line 12 from lina 11, i 20 or lass, entoer -0- - i3 632
sifyouchecked 4  Other taxes, Attach Scheduled , ., ., . . e e el : 14 11,975
any b under
Stmncsrd 16 Tofol tax. Add lines 13and 14 |, |, | e : 16 12,607
mbnllbu 16 Federal incoms tax withheld trom Foems W-2 and 1099 b N LT 18 1 I_QDU
e 1T Refundable credits @ EIC [ses irsL) b Sch E812 & Form BBG3
Add any amount lrom Schadule 5 R R AR SR S I R LA iT
1B Add lines 16 and 17. Thess are your tolal payments e et . ; 18 12,000
Refund 19 |fEre 18 ts moee than Bine 15, subtract ire 15 from line 18, This ts the ameunt you overpaid - 19
Amournt of lne 19 you want refunded 1o you. If Form 8888 is attached, chack here = O | 200
Drectasgest? b b Routing number meTypa: [dchecking [ Savings
> d  Account number I N O S
24 Amount of line 19 you waril applied to your 2018 dtax . . » I il
Amount YouOws 22  Amount you owe, Subtract bne 18 from bne 15, For details on how bo pay, ses instructons L 2 607
23 Estimated tax penaity (see instructions] . L | 23 | I
G b W e poviForm 10400 for Instructions and the lasest infcrmation Farm 1040 2015

Line 1 — See page 53 for the calculation of the excess housing allowance.
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Th ] - i 50074
labrengt Additional Income and Adjustments to Income —
» Attach to Form 1040, ?{I;Ii 8
Dopartment of the Tressury Attachmant
Irieemal Fevenis Sanvcs * Go to www.irs.gov/Form1040 for Instructions and the latest information, Sequenca No, 01
Name{s) shown on Foem 1040 Your social security number
Milton L. Brown 541-16-8194
Additional 1-9 Reserved . 1-9b
Income 10 Taxable refunds, u::mdl!s or oﬂs»ets nf stat& and Incal incoma taxes 10
11 Alimony received . . 11
12  Business income or (loss). Atlach Schadurﬂ C or C. EZ 12 1,120
13 Capital gain or loss), Attach Scheduls D if required. If not required, <:ha¢k nere I- E| 13
14  Other gains or (losses). Attach Form 4797 . 14
15a Reserved 15b
16a Reserved 3 16b
17 Rental real estata, myames pannets.l'up«s Smlporatlnm trusts a!u:: Atr,a;:h ScmduIeE 17
18  Farm income or (loss). Attach Schedule F . 18
19  Unemployment compensation 19
20a Reserved E L 20b
21 Other income. List type and amwnt I- 21
22 Combine the amounts in the far right column. If you don't have any adjustments to 1120
income, enter here and include on Farm 1040, line 6. Otherwise, go to line 23 . 22 ’
Adjustments 23  Educator expenses 23
to Income 24  Certain business expenses of rasemsts perfon'l‘llng arlists.
and fee-basis government officials. Attach Form 2106 | 24
25  Health savings account deduction. Attach Form 8889 25
26 Moving expenses for members of the Armed Forces.
Attach Form 3203 26
27 Deductible part of salf«emplnwnml !Eu'. .ﬁ.tta:h Scm-mla SE 27 5,988
28  Self-employed SEP, SIMPLE, and qualified plans 28
29 Self-employed health insurance deduction 29
30  Penalty on early withdrawal of savings . . . . 30
31a Alimony paid b Reciplent's S5N » | | 3a
32 IRA deduction . ; a2z
33 Student loan interest daductmn 33 1,906
34 Reserved 34
35 Heserved . 35
36 Add lines 23 lhmugmaﬁ . .. 36 7,894 |
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No, T14T9F Schedule 1 [Form 1040) 2018

SCHEDULE 3
(Form 1040)

Deéspattrmsnt of the Treasiry
Intermal Rovenus Sonvico

Nonrefundable Credits

* Attach to Form 1040,
™ Go to www.irs.gov/Form 1040 for instructions and the latest information.

OMB Mo. 1545-0074

2018

Aftachment
Saquence Mo, 03

Mameds] shown on Form 1040

Yourr social security number

Milton L. Brown 541-16-8194
Nonrefundable 48  Foreign tax credit, Attach Form 1116 if required . . . 48
Credits 49  Credit for child and dependent care expenses. Attach Form 2441 . 49
50  Education credits from Form 8863, line 19 : 50
51  Retirement savings contributions credit. Attach Form BEED : 51 50
52 Reserved 52
53  Residential energy credlt Atﬁach Form 5695 5 53
54  Other credits from Form a [] 3800 b[] &801 ¢ I:l 54
55  Add the amounts in the far right colurn. Enter here and include on Form 1040, line 12 | 55 50

For Paperwork Reduction Act Netice, see your tax return instructions.

Cat. No, T14B80G

Sshedule 3 [Form 1040) 2018

Line 27 — See page 33 for the explanation of the self-employment tax deduction.
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00T
[EFE;E&L;’LE 4 Other Taxes CMB Mo, 1545-00
= Attach 1o Form 1040, ‘@@1 8
Sapwirars of th Trédaxy » Go to www.irs.gev/Form1040 for Instructions and the latest information. soirbirt 99
Mam&ls) shawn on Farm 1040 Your social security numbser
Milton L. Brown 541-16-8194
Other 57 Self-employment tax. Attach Schedule SE 57 11,975
Taxes Unreported social security and Medicare tax from; FcuTn a I:l 41 3? b I:I 3919 58
Additional tax on IRAs, other qualified retirement plans, and cther tax-favored
accounts. Attach Form 5329 if required 8 i oEE W R s 59
60a Household employment taxes, Attach Schedule H &0a
b Repayment of first-time homebuyer credit from Form 5405, At‘ta::h Form 5406 if
required . . P R R e &0b
61 Health care: individual rsﬁpﬁnmblllnr isea m&tructmﬂﬁ] 61
62 Taxes from: a[] Form 8259 b [J Form 8960
e[ Instructions: enter code(s) 62
63  Section 965 net tax Ilablllly installment from Form
065-A . . . .. l|e] |
64  Addthe arnaunls in the far nght column. 'I‘hesa are your total other taxes. Enter
here and on Form 1044, line 14 i ba e G G b w5 64 11,975
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. T1481R Schedule 4 (Form 1040) 2018
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SCHEDULE A Itemized Deductions OMB No. 1545-0074
(Form 1040) * Go to www.irs.gov/Scheduled for instructions and the latest information, 2@ 1 8
Dkt ol e Troseusy = Attach to Form 1040, il
insemal Fovonue Seevice (35 | Calrtion: If you are claiming a net qualified disaster loss on Form 4684, ses the instructions for line 16, Sequence Na. 07
Mame(s) shown on Fomm 1040 YWour social security numbar
Milton L. Brown 541-16-8194
Medical Cautior: Do not include expensas reimbursed or paid by othars.
and 1 Medical and dental expenses (see instructions) . . . . . |1 1,500
Dental 2 Enter amount from Form 1040, line7 | 2] 52,076 |
Expenses 3 Multiply line 2 by 7.5% (0.075) . 3 3,906
4 Subfract line 3 from line 1. If line 3 Is mare lhan rln&1 anlar ﬂ- i 4 0
Taxes You 5 State and local taxes
Paid a State and local income taxes or general sales taxes. You may
Include aither income taxes or general sales taxes on line 5a,
but not both. If you elect to include general sales taxes instead
of income taxes, check this box . . . . . . e []|5a 2,000
b State and local real estate taxes (soe nsmm.tlnns: 5b 1,000
¢ State and local personal property taxes . 5S¢
d Add lines 5a through 5¢ . 5d| 3,000
e Enter the smaller of line 5d and smmu {sﬁmn |f mamed ﬂng
saparately) . . Sa 3,000
& Other taxes. List type and amuunt I*
L]
7 Add lines Se and & : ; 7 2:0800
Interest You g Home morigage interest and p-mnu: If you didn't use aII ol your
Paid home mortgage loan(s) to buy, bulld, or improve your home,
Cautiar: Voor see instructions and check thisbox . . . . . . . »[
Moripage inbarast
deduction may be @ Homea mortgage interast and points rapar'ce-cl to yw an Form
atrctors). 1088 ga| 14,850
b Home mortgage interast not rapormd to you on ch'n wﬁa It
paid to the person from whom you bought the home, see
Instructions and show that person’s name, identifying no., and
addrass W
Bb
€ Points not reported to you on Form 1028, See instructions for
special rules . : P e |- -
dReserved . . . 5 Bd|
eﬁ.ddlnasaall'lruughac g i i T
9 Investment interest. Aftach Form 4952 |1' required, See
instructions . 9
10 Add lines 8e and 9 : : 10 14,850
Gifts to 11 Gifts by cash or check. Ifyou made any g:n nf EEED oF more, 8,200
Charity see instructions 11
12 Other than by cash or d‘pech If any grﬂ; nf 5250 or more, see 266
"P’mw i instructions. You must attach Form 8283 if over 8500 . . . |12
fit for it, 13 Carryover from prior year T el A 13
ses insinuctions.,
14 _Add lines 11 through 13 . ; 14 8,466
Casualty and 15 Casualty and theft loss(es) from a federalr:.r declared disaster {crlher than net qualll'ﬂd
Theft Losses disaster losses). Attach Form 4684 and enter the amount from line 18 of that form, See
instructions . i 15
Other 16 Other—from list in Instmctnms Llst t{.rpﬁ and amoun't I- _______
Itemized
Deductions 16
Total 17 Add the amounts in the far right column for lines 4 !hrclum 16. Also, enter this amount on 26.316
Itemized Form 1040, line 8 . 1T !
Deductions 18 If you elect to itemize doductlons avian Ihnugh ﬂ'ﬁy are Ie'ss ﬂ'ian your slandard
deduction, check hare R R |
For Paperwork Reduction Act Notice, see the Iru-trud'juns. for Furm 1040 Cat. Mo, 17145C Scheduls A [Form 1040} 2018
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SCHEDULE C-EZ MNet Profit From Business OME Mo, 15450074

(Form 1040} {Sole Propristorship] 2018

I Lol ; = Partnerships, joint ventures, etc., generally must file Form 1065 ‘—E"

ﬁm&% * Attach to Form 1040, 10408R, or 1041, * See instructions on page 2 *‘sg‘.:\,.”;";‘huusn

Mamss of proprstor Social secunty mmwﬁﬂ
Milton L. Brown 541-16-8194

General Information

* Had business sxpensas of $5,000 or — * Had no employess during the year,
You may use hess, * Do not deduct expendes for business
Sehedule C-EZ * Lisa the cash method of accounting, usa of your homs,
instead of * Didl not have an inventory at any time 4 * Da not have prior year unallowsd
Skl o during the year, And you: passive aciivy losses from this
anly if you: * Dod not hawe & net loas from your » Ara not required to fils Form 4562,
_ Depreciation and Amortization, for
* Had only ene business as either a sole this business. Sea the nstructions for
propriefor, qualified joint venturs, of Schedula C, line 13, 1o find out if you
statutory amployes, s file,
A Principal business of profession, includng product or service Enber business code (see page
Minister __p8J1]3]0]j0J0
C  Business name, i no separate business name, lsave blank, D Enter your EIN (see page 2)
I B

E Business address fincieding suite or room no.). Address not required if same as on page 1 of your tax retum.

City, tewn or post office, state, and ZIF coda

F Didyou make any paymeants in 2018 that would raquire you to fila Fum:s] 10997 :sae the Instructions for

Schedula C) . . iy Cves [ENo
G If "Yes" dﬂ:lymurmllyﬂuflaremleanrmam‘QQf? B Ry PEN W SR S Wy EYBE ﬁNu

Figure Your Net Profit

1 Gross receipts. Caution: If this income was reported o you on Form W-2 and the *Statutory
amployea™ box on that form was checked, sea scazurary amp.h:rym in the instructions for
Schedule C, line 1, and checkhere . . . . . . R G E R 1,650

2 Total expenses (see page 2). If more than £5,000, you must use Schedule C . . . . . . . | 2 530

3  MNet profit. Subtract line 2 from lina 1. If less than zero, you must use Schedule C. Enter on both
Schedule 1 (Form 1040), line 12, and Schedule SE, line 2, or on Form 1040NR, line 13, and
Schedule SE, line 2 (see page 2). (Statutory employvess do not report this amount on Schedule
SE, line 2.) Estates and trusts, enter on Form 1041, line 3., . . . .| 3 1,120

=llll Information on Your Vehicle, Complete this part only if you are claiming car or truck expenses on ling 2,

4  When did you place your vehicle in service for business purposes? imonth, day, year) »  1/1/09

5 Of the total number of miles you drove your vehicle during 2018, enter the number of miles you used your vehicle for;

a Busiress 9412 b Commuting (see page2) 1216 e Other 912 (Sch.Crelated)
6  Was your vehicle available for personal use during off-dutyhowrs? . . . . . . . . . . . . . [E¥Yes [No
7 Do you (or your spouse) have another vehicle available forpersonaluse? . . . . . . . . . . . [EYes [INe
Ba Do you have evidence to support your deduction? . . . . . . . . . . . . . . . . . . [MK¥es [ONe
b If *Yes,"” is the evidence written? . . . e e e e e E]Y“ CINo
For Paperwork Reduction Act Notice, mwmmﬂnufﬂﬁ:m c Farm ma} Can, Mo, 143740 Schadube C-EZ (Form 1040} 2018
Gross receipts: Expenses:
Honoraria (weddings, etc.) $650 See Attachment 1 on page 52
Speaking honorarium 1,000
$1,650

Nearly every minister receives honoraria and fee income with related expenses that are reportable on

Schedule C (C-EZ).
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Schedula SE [Farm 1040) 2018 Antachirsent Seguencs Mo, 1T Page &
MName of parscn with seli-smployment incoms (a8 shown on Form 1040 o« Form 1040MR) Social sacurity number of person

Milton L. Brown with self-employment income B | 541-16-8194
Section B—Long Schedule SE

Self-Employment Tax
Naote: If your only income subject to self-employment tax is church employee Income, see instructions. Also see instructions for the
definition of church emplayes incoma,
A If you are a minister, member of a religious order, or Christian Science practitioner and you filed Form 4381, but you
had £400 or more of other net samings from self-smployment, check here and continue with Part1 . . . . . . = []

1a Netfarm profit or loss) from Scheduls F, line 34, and farm partnerships, Schadule K-1 (Form 1065),

box 14, code A, Note: Skip lines 1a and 1b if you use the farm oplional method (see instructions) 1a

b H you received social security retirement or disability benefits, enter the amount of Conservation Reserve
Program payments included on Schedule F, ine 4b, or sted on Schedule K-1 (Form 1065), box 20, coda AH | 1b

2 Met profit or (loss) from Schedule C, line 31; Schedule C-EZ, line 3; Schadule K-1 (Form 1065),
box 14, code A (other than farming); and Schedule K-1 (Form 1065-B), box 9, code J1.
Ministers and members of religious orders, ses instructions for types of income to report on
this line. Sea instructions for other income to report. Note: Skip this line if you use the nonfarm

aplional method (see instructions) . 2 84,753
3  Combine lines 1a, 1b, and 2 . 3 84,753
4a Ifline 3 is more than zero, multiply line 3 h‘yﬂZﬂE% [[I 9235] Crlhecwsa, antsr amnunt frorn Im 3 | 4a 78,269
Mate: If line 4a is less than 3400 due to Conservation Resarve Program payments on ling 1b, sea instructions.
b Ifyou elect one or both of the optional methods, anter the total of lines 15 and 17 here . . 4b
¢ Combine nes 4a and 4b. If less than 5400, stop; vou don't owe salf-employment tax.
Exception: If less than $400 and you had ehurch employee income, enter -0- and continua = | dc 78,269
S5a Enter your church employes income from Form W-2, See
mstructions for definition of church employes incomea . . . | 5a | |
b Multiply line Sa by 92.35% (0.9235). If less than $100, enter-0- . . . . . . . . . . 5b
&  Addlines 4c and 5b & 78,269

T Maximum amount of combined wages and saﬁ-ﬂnpluymmt eamings subject ID su-mal sacunt'f

tax or the 6.2% portion of the 7.65% railrcad retirement (tier 1) tax for 2018 . . . . . . 7 126400) 00
Ba Total social security wages and tips (lotal of boxes 3 and 7 on
Farmis) W-2) and ralircad retirement (tier 1) compensation.
If $128,400 or more, skip lines 8b through 10, and go 1o line 11 Ba
b Unreported tips subject to social security tax (from Form 4137, Ene 10} | Bb
¢ Wages subject to social security tax (from Form 8219, line 10) B¢
d Add lines Ba, 8b, and 8¢ . . Bd
8  Subftract line 8d from lina 7. !I'zamnrlass. Entar EI hera andunllna 10 am:lg-::tnhna 11 .k 8 128,400
10 Multiply the smaller of line & or line 9 by 12.4% (0.124) . 10 9,705
11 Multiply ine & by 2.9% (0.029) . .. 11 2,270
12  Self-employment tax. Add lines 10 and 11. Enlar hara a.ﬂd an thadulu 4 IFnrm 1D¢D}, Ina
57, or Form 1040NR, line 55 . . B A R T R et ; 12 11,975
13  Deduction for one-hall of nll-crrplnmm lu.
Multiply Ene 12 by 50% (0.50). Enter the result here and on
Schedule 1 Form 1040), line 27, or Form 1040NR, line 27 . | 13 | 5988 |
Xl Optional Methods To Figure Net Earnings (see instructions)
Farm Opticnal Method. You may use this method only if (a) your gross farm income" wasn't more
than $7,920, or [b) your net farm profits® were less than £5,717.
14 Maximum income for optional methods . . . | 14 5280 00
15  Enter the smaller of: two-thirds (7/3) of gross farm mourna‘ 1nut |El$5 1ha.r| ZEfD] or $5 ZB[I Alsu
include this amount on line 4babove . . . 15
HNenfarm Optional Method, Yﬂumyuselhhmﬂrﬂmdomwwwmlwﬂm pml'rts’mlasslmn 55 ?1?
and also less than 72.189% of your gross nonfam income,* and (b) you had net eamings from salf-employment
of at least $400 in 2 of the pricr 3 years. Caution: You may use this method no marne than fve times.
16  Subtractline 15 frem line 14. . . . . 16
17 Enter the smaller of: twao-thirds (/3) of gruss I‘I'l:H'1|EIn'I1 Im::l::rne" [ru::t Ia‘ss lhan zem}nr th-El
amount on line 16. Also include this amount onlinedbabove. . . . . . . . . . . 17
1 From Sch. F, ling 8, and Sch K-1 (Form 1065). box 14, coda B, ¥ From Sch, C, ling 31; Sch. C-EZ, line 3; Sch. K-1 (Form 1065), box 14, code
* From Sch. F, line 34, and Sch. K-1 (Form 1065). box 14, code A—minus The A and Sch.K-1 (Form 1065-8). box 8, code J1
amount you woulkd hive enterad on line 16 had you nol used the optional *From Sch. G, line 7; Sch. C-EZ, Bne 1; Sch. K- HF’armtlJGSb b 14, code
methasd C: andl Sch, K-1 [Form 1085-8), box 9, s 12

Schedule SE (Form 1040) 2018

Line 2 — See Attachment 2 on page 52.
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 $128,400.

The Long Schedule is shown here for illustrative purposes.
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~ 8880

Credit for Qualified Retirement Savings Contributions

= Attach to Form 1040 or Form 1040MR.

OMB Mo, 1545-0074

2018

Depariment of 1he Treasury Attachment

Intermial Revenue Service  Go to www.irs.gov/Forma330 for the latest information. Sequance No. D4

Mama(s) showm on refum Your social security number
Milton L. Brown 541-16-8194

@ @ =~ &

10
1

12

A\

CAUTION

You cannot take this credit if either of the following applies.

marriad filing jointy),

dependent on somecne else’s 20718 tax refurn; or () was a student (see instructions).

+ The amount on Form 1040, ¥ne 7 or Form 1040NR, ine 36 is more than $371,500 (347,250 If head of household; $63,0001f

* The parson(s) who made the qualified contribution or elective defevral (a) was bom after January 1, 2009, (b} is claimed as a

(a) You {b) Your spouse
Traditional and Reth IRA contributions, and ABLE account contributions
by the designated bm&ficlar'_.r for 2018. Do not include rollover
contributions . : 1
Elective deferrals to a 4D11k‘.| or other quallflad amplufer plan. 'o.r'u::nlur1ta|r5.-I
employee contributions, and S-EII'IE::}{IBJEDJ pian contributions for 2018
(see instructions) w0 A 2 500
Add lines 1 and 2 3 &S00
Certain distributions received aﬂar 2015 and hal'ure tha dua data
(including extensions) of your 2018 tax retum (see instructions). If
married filing jointly, include both spouses’ amounts in both columns.
See instructions for an exception . - 4 ]
Subtract line 4 from line 3. If zero or less, enter -0- 5 500
In sach calumn, enter the smaller of line 5 or $2,000 : + 6 500
Add the amounts on line 6. If zero, stop; you can't take this ereﬂut i i G e 500
Enter the amount from Form 1040, line 7* or Form 1040NR, Ine 36 . . | 8 | 52,076 |
Enter the applicable decimal amount shown balow.
If line 8 is— And your filing status is—
But not I'-'lamsd Head of Single, Masmied filing
Crar— e filing jaintly household separately, of
Enter on line 9— Cualifying widowiar)
e $19,000 0.5 05 0.5
$19,000 $20,500 0.5 0.5 0.2
$20,500 $28.500 0.5 05 0.1 ] ®x0.1
$28,500 $30.750 0.5 0.2 01
$30,750 $31.500 0.5 01 0.1
$31,500 $38,000 0.5 0.1 0.0
$38,000 $41,000 0.2 0.1 0.0
%41,000 $47.250 0.1 01 0.0
547,250 $63.000 0.1 0.0 0.0
$63,000 = 0.0 0.0 0.0
Note: If line 9 is zero, stop; you can't take this credit.
Multiply line 7 by line 9 : 10 50
Limitation based on tax lability. Entef tha amount rrom lha Cr&dlt Llrml Workshaat in Iha
instructions P .o Co . - 11 2,682
Credit for qualified mtirement ﬂavinga Wntnhuhons Enter tha Bmall?a-r of Ilne ‘ICI or I!ne 1 hena
and on Schedule 3 (Form 1040), line 51: or Form 1040NR, line 48 12 50

* See Pub. 590-A for the amount 1o enter if you clasm amy exclusion or deduction for forsign eamed incame, foreign housing, or income from

Puerto Rico or for bona fide residents of Amarican Samod.

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

Cat. Mo, 333840

Eorn BBB0 2018
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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 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 and tolls $ 50
Other 200
Mileage (912 miles x 54.5 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 150) 530

Attachment 2.

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

Church wages
Housing allowance

Net profit from Schedule C-EZ

Less:
Schedule C-EZ expenses allocable to tax-free income
Net Self-Employed Income
Schedule SE, Section A, line 2 (See page 50)

$ 57,850
26,000
1,120
84,970

(217)
$ 84,753
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Housing Allowance Worksheet
Minister-Owned Home

Name: Milton L. Brown

For the period January 1 20 18 o, December31 5o 18

Date designation approved December 20 ,20_17
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 (A)
Properly designated housing allowance $ 26,000 (B)
Fair rental value of home, including furnishings, plus utilities $ 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, page 2, line 1.
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. & Emy & SOCIAl SACUTY numbser For Official Use Only =
gagad veid [] ﬁl 168104 OME No, 1545.0008
b Employer identification number 1 'Wapges, tips, ofher compensation 2 Federal income tax withheid
g94917217 57850.00 12000.00

o Employer's name, address, and ZIP code

Magnolia Springs Church
4805 Douglas Road
Springfield, OH 45504

3 Social security wages

4 Social secunty tax withheld

B Medicara wages and tips

8 Medicars tax withheld

T Social sscurity Hps

8 Alocaled ps

d Control number

B Verilication codé

10 Depandan cans banaiis

& Employesa's first name and intial
Milton L.

Last narmss

Brown

Suf.

11 Norgualified plans

128 Fed instructions bof box 12

418 Trenton Street
Springfield, OH 45504

1 Employea's address and ZIF coda

26,000

i E | 500
W e o S B
O 6 0 ;|
14 Cther 12
Housing Allowance : |
i

16 Swmie  Employer’s state D numbes

OH| 677803

18 State wages, tips, 0.

57850.00

17 Stabe income tax

1600.00

18 Local wages, Hps, elc.

10 Local incosms tax 20 Localty name

w_z Wage and Tax Statement

Copy A For Soclal Security Administration — Send this entire page with
Form W=-3 to the Soclal Security Administration; photocopies are not acceptable,

c01é

Dapariment of the Treasury—internal Revenus Sarvice
For Privacy Act and Paperwork Reduction

Act Notice, see the saparate instructions,

Do Not Cut, Fold, or Staple Forms on This Page

Cat. No. 10134D

Explanation of compensation reported on Form W-2, Box 1:

Salary ($64,850 less $26,000 housing allowance
and $500 403[b] contributions)

Special occasion gifts

Reimbursement of self-employment tax

Moving expense reimbursement of nonqualified expenses

$ 38,350
750
12,000
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.
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Sample Return No. 2

Nonaccountable expense reimbursements

Minister occupies a church-provided
parsonage

Qualifies for the Earned Income Credit
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 $11,000
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

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

Note: Estimated $24,500 in income for health
insurance exchange subsidy at the beginning of
year/Form 1095-A reports $12,153 on lines 33A and
33B, and $11,653 on line 33C

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) 7,860 miles

Personal nondeductible commuting 2,432 miles

Seminar expenses:

Airfare $675
Lodging 334
Subscriptions 200
Books (less than one-year life) 100
Supplies 803
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

2,297 miles x 54.5¢ 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
undera salary reduction agreement 500
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:1040

Depariment of the Treasury —inbemal Revenue Service

U.S. Individual Income Tax Heturn

2018

OMB Mo, 1545-0074

IRS Use Only— Do not wiite o ataphs in B apacs

Filing status: [ ] Single ] Married iing jointly || Marrieed Sling separatsly || Head of housshold || Quaiitying widowiar]

Yigier fesd namvr and initial Lasd mprmes Your social sscurity nsmbar
Donald L. Hall 482 | 11| 6043

Your standard desuctior: | ] Semeans can claim you as 8 dependent [ ] You ware bom befors January 2, 1954 [ You are pling

i joiri retuen, spouse’s first rame and initisl Last rarss Spouse’s social secirity mmbar
Julie M Hall 720 | 92| 1327

Spouse standard deduction: D Someons can chaim your Spouss 8 a dependant D Spouse was born bafore January 2, 1954

[] Speuss is birg

D Spouss Remi2es On A Sepatabe MeTum of you wene dusl-stalus alien

[ Futt-yoar hoaith cane coverage
or sempd [ses insl)

Home address (rumber and street), if you have a P.O. box, soe instructions

804 Linden Avenue

Apk, ro.

Presidential Blection Campaig
{soe iral} D'\"wDSpmnal

City, town o post office, stae, and ZIP code. i you have a loreign address, attach Schedule 8.
Pensacola, FL 32502

If mges than four depandents,
sea inst, and + here D

Dependents (ses instructions): {2} Social security numbes %) Reslaionship & you {0} o if cuakfies for [see inat )
{1) Finit rame Last name Child tax credit Credit for other dependents
David K. Hall 51442 [7465 son ] 0
Sarah E. Hall 416 |49 9125 Daughter xl O
Ll L
] |
Slgl'l Lindesr penalies of parury, | declaes $at | have axamined Bis refurn and and by, e 15 e beat of my knowledge and Beliel, they are trus,
H corTect, and complsis 'Docmuonmptmmthirlhanmpwpldumm#mmmwh:hpmmmw
Bre =10 Your pocupation H the: [R5 sent you an Identity Protection
Joint seture? 1 PIN_ anter it
ot ke m 0L 4/15/19_|  Minister resmeers | T LLL L]
Keep a copy for Spoudse'ys signature, If a W must sign. | Date Spousas’s occupation H the IFES sani you an entity Protecton
+ ] f % FIN, enter it
your rscor. Lo roy W 4/15/19 |  Administrative Asst. PN, it [—T—y——T—T—
Paid Praparer’s name Proparar's signatuss PTIN Firm"s EIN Check if:
Preparer [ o Pty Dwegrne
Eirm - Sl -perpicnyaed
Use Only e Phons no O
Firm's address &
For Disclosure, Privacy Act, and Paperwork Reduction Act Notics, see sepamtes instructions. Cat. Ma, 113208 Foem 1040 2o1s
Fern 1040 (2018} Page 2
1 Whages. salwies, tips, e, Attach Formis) We2 Excess Housing Allowance $1,000 1 27.150
; T
N 2a Tax-exempl irerest Za b Taxable imerest | 2t ?@
Wl im0 aach 3a  Qualied dividends 3a b Crdinary dyvidends 3k
m'rﬁ_:? da FAs, persions, and annuities . da b Taxabde amourt _-lh
bossincs 58 Socisl secusity benelits S b Taxable amount 5t
8  Totalincome. Add fines 1 Brough 5. Add any amosnt from Schedule 1, lne 22 8 30,420
T  Adjusted gross income. i you have no adjustments to income, enber the amourd from Ilna &; otherwise,
(Gaded L subtraca Schedule 1, line 36, from line & 7 29,017
Deductionfor— 8 Srandard deduction or ‘M.mmu'tms-.mdwﬁ. 8 24,000
+1...4“ cuimeciig ] Cualified busirsss ncoms deduction (Ses mstructions] . . ':M
"2'{“’" MO Taxabde incoma, Subtract knes B and G from Ena 7, If 2ero of Mss, anter -0- 10 4513
* Married Sling
jorel o Craltying 11 @ Tax(seeinst) _ 483  chockifary tom: 1 [JFomiga 2 Jromaerz 3 O )
e b Add any amount from Schedue 2 and chack hre . » o) 536
* Head o 12 g Chid tax crediticredit for olher dependents 286 hﬂdryanmﬂhm&heﬁuﬂmcmuunl [ 12 536
Fesehold
£18,000 13  Subleact line 12 from fine 11, If 2édo o less, enter -0- 13 0
“lfyouchecked |4 Ciher tones, Aetach Sohedule 4 14 2,806
any b uroker
Standand 16 Total tax. Add fines 13 and 14 ) 15 2,806
o ons. |18 Fadueal incoma tax withhald from Foems W-2 and 1099 18 230
— T Refundable credits; @ EIC jsee inst) 4.142 b Sch 8512 25!&  Fom 8853
Add ary amount Irom Schedule 5 clergy iT Er?lﬁ
18 Al lirapes 18 ant 17, Thase s your iotal paymaents 18 ﬁrgﬁﬁ
Hem i@ If line 1B is more than Iine 15, subtract line 15 from line 18, This i the amount you owerpaid L 18 41-15“
20a  Amount of ine 19 you want refunded 8o you. If Form B85S |s atiached, check here * O | 200 4,160
Dimct depost™ B b Routing number ®oType: [ Checking [ Savings
Sea ininactions
* d Accourd numbsar 1 | I | | ! | |
Fil Amnount of line 18 you want applied to your 2010 estimatedtax . . & | Fal I I
Amount YouOwe 22 Amount you owe. Subrteact line 18 frem line 15, For cetsls on how 1o pay, 50 instructions L -
23 Estimated tax penalty {ses instructions) . (A S - ] 73 I I
Go o wiwwirs. goviFonm 1040 for instructions and the Iates! infarmalon Feren 1040 2o

Line 7 — Julie’s W-2, $9,150, Donald’s W-2, $12,800 (see page 70), plus $1,000 of excess housing allowance (see

page 69).
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el Additional Income and Adjustments to Income R o
2018
- Attach to Form 1040. =
S » Go to www.irs.gov/Form1040 for instructions and the latest information. o ho. 01
MNamsais] shown on Form 1040 ¥our socinl security numbar
Daonald L. Hall 482 11 6043
Additional 1-9 Reserved 1-6b
Income 10 Taxable refunds, tfadlls or nﬁ'aels af statel am:l Incal income taxera 10
11 Alimony received . 11
12  Business income or (foss). .Pul't&l:h Schadula I:'.'- or I:'.'- EZ 3 12 3 E3()
13 Capital gain or (loss). Attach Schedule D if required, If not required, che-c[-c h-are I- I:I 13
14  Other gains or {losses). Attach Form 4797 . 14
15a Reserved 15b
16a Reserved 5 16b
17  Rental real estate, m:.'aitlas pﬂ.l‘tr‘ﬂfﬁhlpﬂ. S corpomtlms Irusla atc Aﬁaﬁh Schadule E 17
18  Farm income or (loss). Attach Schedule F | 18
18  Unemployment compensation 19
20a Feserved 20b
21 Other income. List type and amnunt Il- i
22 Combine the amounts in the far right column. If you don’t have any adjustments to 2,520
income, entar hera and include on Form 1040, line 6. Otherwise, go to line 23 . 22
Adjustments 23 Educator expenses R A [
to Income 24  Certain businass aexpenses of resenvists, performing artists,
and fee-basis government officials. Attach Form 2106 . 24
25  Health savings account deduction, Attach Form 8889 25
26 Moving expenses for members of the Armed Forces,
Attach Form 3902 . . 26
27 Deductible part of sal[—aanplnymmt ta.'u At!ach thedula SE 27 1.403
28 Self-employed SEP, SIMPLE, and qualified plans 28
29  Self-employed health insurance deduction 29
30 Penalty on early withdrawal of savings . .. . . |30
31a Alimony paid b Recipient's SSN » | 1 31a
32  IRA deduction . 32
33  Student loan interest dadu ctlc:-n 33
34 FHeserved 34
35 Reserved p 35
36  Add lines 23 thmugh 35 .. 36 1403 |
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No, T1479F Schedule 1 (Form 1040} 2018

SCHEDULE 2 OMB Mo, 1545-0074
Form 1040) Tax —
* Attach to Form 1040, £@18
Daparinan of s Tressry » Go to www.irs.gov/Form1040 for instructions and the latest information. e 1Y
Marme{s) shown on Farm 1040 Your social security number
Donald L. Hall 482 116043
Tax 3844 Reserved S
45  Alternathve minimum tax. Alta{:h F{:-rm 5251 45
46  Excess advance premium tax credit repayment. Attach Furn'l 8952 46 83
47  Add the amounts in the far rpght column, Enter here and include on Form ll:}dﬂ
line 11 47 g3

For Paperwork Reduction Act Notice, see your tax I"ﬂ“h.l'll Jnmnﬂun&. Cat. No. 714780

Sehedule 2 (Form 1040) 2018
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SCHEDULE 3
(Form 1040)

Department of e Traasury
Infesrmial Revenus

Nonrefundable Credits

* Attach to Form 1040,
* Go to www.irs.gov/Form 1040 for instructions and the latest information,

OB Mo, 1545-0074

2018

Anachment
Soquencs Mo 03

MNamas] shown on Form 1040

¥our social security number

Donald L. Hall 48211 6043

Monrefundable 48  Foreign tax credit. Attach Form 1116 if required | 3 48
Credits 49  Credit for child and dependent care expenses, Attach Fn-rrn 24&1 . 49

50 Education credits from Form 8863, line 19 . 50

51  Retirament savings contributions credit. Attach Form S&E—D F 51 I50)

52 Reservad 52

53  Residential energy chdIt .ﬁ.ttach FDdTI'I 5696 . 53

54  Other credits from Form a (] 3800 b [0 8801 ¢ I:l 54

55 Add the amounts in the far right column. Enter here and include on Form 10440, line 12 | 55 250
For Paperwork Reduction Act Motice, see your tax return instructions. Cat, Mo, T1480G Schedule 3 (Form 1040) 2018

1545-0074
-l Other Taxes '”‘:% ;"5 —
1]

Despartrmant ol the Treasuny I Atinch ta Form 1040, n1l;%‘h:;|ml B
niamal Ravarnis Sandcs * Gio to wwwt irs.gov/Form 1040 for instructions and the latest information. Soquence No, D4

Mamied's) shown on Form 1040

Your social security numbar

4,394 x 61% =2,680 1,714

Donald L. Hall 482 11 6043
Other 57  Selt-employment tax. Attach Schedule SE 57 2806
Taxes 68  Unreported social security and Medicare tax from: Fonm a I:|413‘r‘ h I':I BEHQ 58
59 Additional tax on IRAs, other qualified retirement plans, and other tax-favored
accounts. Attach Form 5329 if required com e b : 59
60a Household employment taxes. Attach Schedule H &0a
b Repayment of first-time homebuyer credit from Form 5405, At'tach Fvurn't 5405 if
required . B0b
61 Health care: ndn.ndua.l respnnsmulub_.- n;se»a nshuchans: 61
62  Taxes from:a[] Form 8959 b [J Forn 8960
¢[] Instructions; enter code(s) G2
63 Section 965 net tax Hability installment from Form
965-A . . . . |5 |
64  Add the amounts in Tha I’a: rlght column, These are your total other taxes. Enter 2 806
hera and on Form 1040, lina 14 i G A e e avania 64 =
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. T1481R Schedula 4 [Form 1040) 2018
Computation of expenses related to honoraria/page 59
Deductible Nondeductible
Airfare $2,042 x 61% =1,246 796
Auto 2,297 x.545 x 61% = 763 489
Lodging 400 x 61% = 244 156
Supplies 700 x 61% = _ 427 273
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SCHEDULE C-EZ Net Profit From Business OME Mo, 1545-0074
(Form 1040} {Sole Proprietorship) @@ 1 a
Depastmant af the Treasury * Partnerships, joint ventures, etc., generally must file Form 1065, ey
internal Revenus Servcs [29) * Attach to Form 1040, 1040NR, or 1041,  ® See instructions on page 2. Saquence Mo, DDA
Mams of proprstos Socal sscunty number (S5N)
Donald L. Hall 482-11-6043
General Information
* Had business expensas of $5,000 or — | +Had no employses during the year,
You may use less, * Do not deduct expenses for business
Schedule G-EZ * Usa the cash method of accounting, use of your home,
instead of * Did not have an inventory at any tima i * Do not have prior year unallowed
Schedule G during the year, And you: passie acty lossesfrom hi
only i you: .gim;smummmmr * Are not required to file Form 4562,
: _ Depraciation and Amortization, for
* Had only one business as either a sole this businass. Sea the instructions for
propretor, qualified joint venture, o Schadule C, line 13, to find out if you
stalutory employes, must file,
A Principal business or profession, including product or sarvice B Enter business code (ses page 2)
_ Minister __bislijz3lojo]o
C Business name. If no separate business name, leave blank. D Enter your EIN {see page 2)
| I 08 S i o
E Business address (incheding suite or room no.). Address not required if same as on page 1 of your tax return.,
City, town or post office, state, and ZIF code
F Did you make any paymants in 2018 that would raqulre you to file men{s] 10947 (see the Instructions for
Schedule ) . . Gy B i CYes [XIMNo
G If *Yas," did you or wlll you fllﬂ requted Furms 10‘99? PoRs BN OH W e A B v [1Yes [No
Figure Your Net Profit
1 Gross receipts. Caution: If this income was reported to you on Form W-2 and the “Statutory
employes”™ box on that form was checked, see Stalulory employaes in the instructions for
Schedule C, line 1, and checkhere . . . . . . . . . . . . ... ... ®»[][41 5,200
2,680 (1)
2  Total expenses (see page 2). Il more than 55,000, you must use Schedule C . . . . . . . 2
3 Net profit. Subtract line 2 from line 1. If less than zero, you must use Schedula C. Enter on both
Schedule 1 ([Form 1040}, line 12, and Schedule SE, line 2, cr on Form 1040MR, line 13, and
Schedule SE, line 2 (see page 2). (Statutory employees do not report this amount on Schedule 2,520
SE, line 2.) Estates and trusts, enter on Form 1041, line 3., . . . . . + + + + + + « & 3 !
audlll  Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 2,

4  When did you place your vehicle in service for business purposes? (month, day, year) » 1/1/11

5  Of the total number of miles you drove your vehicle during 2018, enter the number of miles you used your vehicle for;
7,860 2432 2,297 5ch.C related

a Business "M b Commuting (see page 2} ¢ Other
6  Was your vehicle available for personal use during off-dutyhours? . . . . . . . . . . . . . Yes [JMNo
7 Do you (or your spouse) have ancther vehicle available forpersonaluse? . . . . . . . . . . . [EYes [JNo
Ba Doyouhave evidence to supportyourdeduction? . . . . . . . . . . . . . . . . . . [EYes [ONo
b If *Yes,” is the evidance written? . . . . aire e et W3 ®ves [INo
For Paperwork Reduction Act Motice, see the separate instructions for Schedule C fFulm 'IEHD] Cat. No. 143740 Schedule C-EZ [Form 1040§ 2018

(1) Expenses have been reduced by 39% as allocable to tax-free income (see page 68 for percentage). Most ministers are
employees for income tax purposes (with that income reported on line 1, Form 1040, page 2) 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
(Form 1040)

Despartrnent of the Treasury
Irttrnal Revenus Sanvice [55)

Self-Employment Tax

» Go to www.irs.gov/ScheduleSE for instructions and the latest information.
= Attach to Form 1040 or Form 1040MR.

OMB Mo, 1545-0074

2018

Attachmant
Saquenca Mo, 17

Nama of parson with sslf-empleyment incomea [as shown on Form 1040 or Form 1040MR)

Donald L. Hall

Social security number of person
with sell-employment incoma

482-11-6043

Before you begin: To determine if you must file Schedule SE, see the instructions.

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

Did you recaive wages or tips in 20187

|

Yas

Mote: Use this flowchart only if you must file Schedule SE. If unsure, see Who Must File Schedule SE in the instructions.

N ;
Ara you a minister, membar of a religous order, or Cheistian P
Sohenae practitiones wha received IRS approval nat 1o be taxed (Y95 :';:;:'E;T:!mj‘:i 'r:';l':fr‘ 'n':‘ ﬁ::.::z—: Yos
:;:::PQ; :::I:'I;::e sources, but you owe seli-smploymant sell-smployrment mor than $178,4007 ¥
Hao
L 4 “Hio
A § | bl I Did you receive tps subject 1o social secudity o Medicare tax | Yes
ok o Sl e et bl L TR that you didn't repart 1o your smployer? >
No e
v =
Did you receve church employes income (ses instructions) |Yes ..Nb g:.’::;:. ;ﬁ@l;ﬁ;ﬂﬁ&?m Motess-fon: i »
reporbed on Form W-2 of $108.28 or mama? *»
He
v '
You may use Short Schedule 5E balow L You must use Long Schedule SE on page 2
Section A—Short Schedule SE. Caution: Read above to see if you can use Short Schedule SE.
1a Met farm profit or (loss) from Schedule F, line 34, and farm partnarships Schedule K-1 (Form
1065), box 14, code A . e 1a
b If you received social security retirement or msahllrl'y hmal‘ls enter the amnunt r;'r C-manahm Hesema
Program payments included on Schedule F, line 4b, or listed on Schedule K-1 (Form 1065), box 20, code AH | 1b [(
2 Met profit or {loss) from Schedule C, line 31; Schedula C-EZ, line 3; Schadule K-1 (Form 1065),
box 14, code A (other than farming); and Schedule K-1 (Form 1065-B), box 9, code J1.
Ministers and members of religious orders, see instructicns for types of income to report on
thiz lina, Sea instructions for other income to report . v 2 19,860
3 Combine lines 1a, 1b, and 2 . 3 19,860
4  Multiply line 3 by 92.35% (0.9235). If Iass than SAUU you dcunt owe salf-ampluwnﬂnt tax dun't
file this schedule unless you have an amount on line1b, . . . . .k ]| 4 18,341
MNote: If line 4 is less than 5400 due to Conservation Reserve ngrarn pa'ymarlts on line 1b,
ses instructions.
5 Salf-employment tax. If the amaount on line 4 is:
» £128,400 or less, multiply line 4 by 15.3% (0.153). Enter the result here and on Schedule 4 (Form
1040), line 57, or Form 1040NR, line 55
+ More than $128.400, multiply line 4 by 2.9% (0.029). Then, add $15,921.60 to the result.
Enter the tatal here and on Schedule 4 (Form 1040), line 57, or Form 1040NR, line 55 | 5 2,806
6 Deduction for one-half of self-employment tax.
Multiply line 5 by 50% (0.50). Enter the result here and on
Schedule 1 (Form 1040), line 27, or Form 1040NR, line 27 . & 1,403
For Paperwork Reduction Act Notice, ses your tax return instructions. Cail. Mo, 1135827 Schedubs SE (Form 1040) 201

Line 2 — See the schedule on page 68 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 $128,400.
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(Formn 1040) e / K )
Qualifying Child Information 1040 2@ 1 a
» Complote and attach to Form 1040 only if you have a qualifying child,
ey |» Go to www.irs.gov/Schedule€IC for the latest information. Stchount 49
Fiame(5) Shawn on el Your social security number
Donald L. Hall 482-11-6043

* See the instructions for Form 1040, line 17a. 1o make sure that (a) you can take the EIC, and (b) you have a
qualifying chald.

* Be sure the chald’s name on line 1 and social security number (S5M) on line 2 agree with the child’s social secanty cand.
(herwize, al the time we process your return, we may reduce or disallow your EIC. [f the name or 5N on the child's
socual secunity card is nol correct, call the Social Security Adminasiration at 1-800-T72-1213,

Before you begin:

= Youw can't claim the EIC for a child whe didnt live with you for more than half of the year.
= I vour take the EIC even though yvou are net eligible, vou may not be allowed 1o take the credit for up to 1) vears, See the instruclions for delails,
= It will rake ws longer to process your return and issiwe your refund i vou do rot fill in all lines that apply for cach gualifving child,

Qualifying Child Information Child 1 Child 2 Child 3

1 Child's name First nama Last nama Firs? nama Last name First nams Last nama

If you have more than three qualifying
chibdren, you have to list only three 1o get David K. Hall Sarah E. Hall

the maximum credit,

2 Child's 35N
The child must have an 55N as defined im
the instructions for Form 10440, line 17a,
unless the child was born and died in
2008, If your child wis bom and died in 5 .40
2018 .|I:'|-::|.|.|||.| niod have an S5NM, enter S14-42-7465 416-43-9125
“Dhed” on this line and attach a copy of
the child’s birth certificate, death
certificate, or hospital medical records
showing a live barth,

3 Child’s year of birth

Year

WA L

4 @ Was the child under age 24 o the end of
2018, a student. and younger than you (or
your spouse, if iling jointly)?

|:| Yes. [:I No.

(oo faw Lo b fime 4B o i v fr fipre b (i fr o fer fine o,
line 5. line 5. line 5.
b Was the chibd permanemly and wially
disabled during any part of 20187 D Yes. D Ne. D Yes. Ij MNo. D Yes. D MNe.
Goer i The chikd iz not a| Go o The clild iz nota| oo The child is not a
line 5 qualifying chald, | fine 5. qualifying chald. | fine 5 qualifying child,

5 Child's relationship to you
(For example, son, daughter, grandchild, Son Daughter
niewe, nephew, eligible foster chald, elc.) 9

6 MNumber of months child lived
with you in the United States
during 2018

= I the child lived with vou for more than
half of 2018 but less than 7 months,
enter ~7."

* If the child was bom or died in 2018 and 12 marnths 12 months months
your home was the child’s home for more

ihar holf the me be or she wis alive Do not enter more than 12 D not enter more than 12 Do not enter more than 12
duning 2018, enter 12, months, et months,
For Paperwork Reduction Act Motice, see your tax Cal. Mo, 133300 Schedule EIC (Form 1040) 2018

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.
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Y 4
Worksheet B—ZD“IB EIC—Line 17a Keep for Your Records

Usg this worksheet if you answered “Yes™ to Step 5, question 2.
v Complete the parts below (Parts | through 3) that apply 1o you. Then, continue o Part 4,

g + Eiib £ : = 5 i =
v I§ you are married filing a joint return, include your spouse’s amounts, if any, with yours 1o figure the amounis 1o
enter in Parnts | through 3.

1a. Enter the amount from Schedule SE, Section A, line 3, or 1
Section B, line 3, whichever applies. | 33,210
Self-Employed, :
b. Enter any amount from Schedule SE. Section B, line 4b, and line 3a, +|1b
Members of the

Clergy, and ¢. Combine lines laand Ih, o If_ 33210
People With d. Enter the amount from Schedule SE, Section A, line 6, or IdE
Church Employee Section B, line 13, whichever applies. o 1,403
income Filing

Schedule SE e. Subtract line ld from lc. =|le 31,807
p 2. Doa't include on these lines any statutory employee income, any nel profit from services performed as a
Part 2 notary public, any amount exempt from self-employment tax as the nesult of the filing and approval of Form

402% or Form 4361, or any olher amounts exempt from sell-employment tax.
Self-Employed : I

NOT n“lm a. Enter any net farm profit or (loss) from Schedule F, line 34, and from
To File farm partnerships, Schedule K-1 (Form 1065}, box 14, code A*®, =

Schedule SE b. Enter any net profit or (boss) from Schedule C, line 31; Schedule C-EZ,

A I lime 3; and Schedule K-1 (Form 1065), box 14, code A (other than + 13k
R o farming 1*.

net earnings from

self-employment :

were less than $400. . Combine lines 2a and 2b. =|2c

“If vou have any Schedule K-I amounts, complete the appropriate line(s) of Schedule SE, Section A.
Reduce the Schedule K- amounis as described in the Partner’s Instructions for Schedule K-1, Enter
your pame and social security number on Schedule SE and attach if to vour returm,

m E'Fm 3. Enter the amount from Schedule C, line 1, or Schedule C-EZ, line |, that 3
F"m Schedule you are filing as a statutory employee,

4a. Enter yvour eamed income from Step 5. da

Al Filers Using

Worksheet B dh 31,807
b, Combine lines le, 2¢, 3, and 4a. This is your total earned income,

Mote. If line 4b

includes income on

which you should

have paid self- 5. If you have:

:T:‘l“:'::::* bt ® 3 or more qualifying children, is line 4b less than 549, 194 (554,884 if married filing jointly)?

n:dm.'L: e it = [ I quul:ll' ing ch!ldn:.n. |- line 4b less than S-IS.EU.:{‘ [55].4‘.}2 if m_:lrric_d. I'||i|.'|1.§_ jointly)?

e it of ® | qualifving child, is line 4b less than 540,320 (546,010 if marmied filing jointly)?

self-employment tax @ No qualifying children, is line 4b less than 515,270 (520,950 if married filing jointly)?

not paid. [X] Yes. I you want the IRS to figure your credit, see Credit figured by the IRS, earlier. If you want to
figure the credit yvourself, enter the amount from line 4b on line & of this worksheet,

If line 4b is zero or bess, You can't take the credit, Enter “No™ in the space to the left of Form 1040,
line 17.

[ Ne. You can't take the credit. Enter “No™ in the space 1o the left of Form 1040, line 17,

Included on Line la: Julie Hall’s salary  $ 13,350
Schedule SE income _ 19,860

$33.210

Worksheet B is found in the IRS instruction booklet. Complete this worksheet whether or not you have a qualifying child.
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Ao
Worksheet B —2018 EIC —Line 17a—Continued Keep for Your Records
Part 5
6.  Enter your total earned income from Part 4, line db, ] 31,807
All Filers Using
Worksheet B 7. Look up the amount on line 6 above in the EIC Table 1o find
the credit. Be sure you use the correct column for vour filing status 7 4142
and the number of children you have. Enter the credit here. :

If line 7 is #ero, You can't take the credit.

Enter “No” in the space 1o the left of Form 1040, line 17.

8. Enter the amount from Form 1040, line 7. ] 29,017

9. Are the amounts on lines & and & the same?
[ ves. Skip line 10; enter the amount from line 7 on line 11,

X Ne. Go to line 10,

10, If vou have:

& No qualifying children, is the amount on ling 8 less than 58,500

lers Who (514,200 if married filing jointly)y?
iy L lifyi hﬂ'I:I i th i ling 8 less than S18,700
or more qualifying children, is the amount on line 8 less than 518,
Answered (524,350 if married filing jointly)?
“No” on = ;
Line 9 [ Yes. Leave line 10 blank; enter the amount from line 7 on line 11,
(%] No. Look up the amount on ling 8 in the EIC Table 1o find the
credit. Be sure you use the correct column for your filing
status and the number of children you have, Enter the credit here. 10 4731
Look at the amounts on lines 10 and 7.
Then, enter the smaller amount on line 11.
Part 7 11. This is your earned income credit. 11 4,142
Emter this amount on .
Your Earned Reminder— Form 1040, line 17a 2

income Credit ; -
v I you have a qualifying child, complete and anach Schedule EIC. 1040 a4
EIC

If your EIC for a year after 1996 was reduced or disallowed, see
Form BBG2, whao must file, earier, to find out if you must file Form
Pyl 5862 to take the credit for 2018,
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;“;ﬁ:ﬁﬁ;mﬂ Additional Child Tax Credit

Departmant of the Treasury
Imteenial Flevenus Service [©9) Infarmation.

* Attach to Form 1040 or Form 1040MNA.
* Go to www. irs.gow/Scheduled812 for instructions and the latest

OMB Mo 1545-0074

2018

Attachmant
Saquence No. 47

Mameds) shawn on refum

Your social security number

Next. On line 4, 15 the amount 34,200 or more?
[X] No. If line 8 is zero, stop here; you cannot claim this credit. Otherwise, skip Part 11 and enter the
smalber of line 5 or line 8 on line 15.

[ Yes. If line & is equal 1o or more than line 5, skip Part [1 and enter the amount from line % on line 15,
Otherwise, go to line 9.

Donald L. and Julie M. Hall 482-11-6043
All Filers
Caution: If you file Form 2555 or 2555.E27, stop here; you cannot claim the additional child tax credit,

1 If you are required 1o use the worksheet in Pub. 972, enter the amount from line 10 of the Child Tax Credit

and Credit for Other Dependents Worksheet in the publication. Otherwise:

104 filers: Enter the amount from line 8 of your Child Tax Credit and Credn for Other 4,000

Dependents Worksheet (see the instructions for Form 1040, line 12a). 1
T0JONK Mlers:  Enter the amount from line & of your Child Tax Credit and Credit for Other
Dependents Worksheet (see the instructions for Form 1040NR, line 49}

2 Enter the amount from Form 1040, line 128, or Form [040MR, line 49 2 286
3 Subtract hne 2 from hine 1. 1§ zero, stop here; you cannot clum this credat £ W EEE e m e% 3 3,714
4 Number of qualifying children usder 17 with the required social security number: 2 X 51,400,

Enter the result. If zero, stop bere; you cannot claim this eredit . d 2,800

TIP: The number of children you use for tas line is the same as the n-umhar <:-I' |:|!l]|']f|,'1l you used ﬁ:r ]1m¢ 1 af

the Chald Tax Creddit and Credit for Other Dependents Worksheet.
5  Enterthe smaller of e 3orlined . . . . . . . L L o 0 L0 0 0w e 5 2,800
6n  Eamed income (see sepamsle instructions) 31,807 -11,150-1,000 19,657

b Nomtaxable combal pay (see separate

instructionsy . . : £ ; I 6l I I
T Iz the amount on line Em more |Il:m 52 5007

[0 Mo. Leave line 7 blank and enter -0- on line &,

[®] Yes. Subtract 52,500 from the amount on line o, Enter the result .
8 Multiply the amount on hine 7 by 15% (0.15) and enter the result .

IEEX  Certain Filers Who Have Three or More Qualifying Children

9 Withheld social secunity, Medicare, and Addinonal Medicare taxes from
Formis) W-2, boxes 4 and 6. If mamed filing jointly. include your spouse’s
amoamits with yours, If your employer withheld or you pad  Additional
Medicare Tax or tier | RRTA taxes, see separate instructions . . . ¥ ks
I 1040 filers: Enter the total of the amounts from Schedule 1 (Form
1040y, line 27, and Schedule 4 (Form 10400, line 58,
plus any taxes that you identified using code “UT and
entered on Schedule 4 (Form 1040), line 62. 10
1040NR filers: Enter the total of the amounts from Form 1040NR,
lines 27 and 56, plus any taxes that you identified using
code U™ and entered on line 60,
11 Addlnes%and 10 . . . . . ’ i 2 W3 11
12 1040 filers: Enter the total of the amounts from Form 1040, line
17, and Schedube 5 (Form 10409, line 72.
1040NR filers:  Enter the amount from Form HMONR, hine 67, 12
13 Subtract line 12 from lime 11. If 2emo or less, enter -0- 13
14  Enter the larger of line 8 or line 13 . 14
Next, enter the smaller of line 5 or line 14 on Im-: I'5
(EGAM  Additional Child Tax Credit
15 This is your additional child tax credit . [ 151 2,574 |
Emter thix amonm on
Forms [O40, fme 1 T8, ov
Form [O40NR, line 64 i
For Paperwork Reduction Act Nolice, see your tax return instructions. Cat. Mo, 59T81M Schedule 8812 [Form 1040) 2018

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 furnished home (per Form 8812 instructions)
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2018 Child Tax Credit and Credit for Other Dependents &
¥

Worksheet—Continued Keep for Your Records

Before you begin Part 2: |/ Figure the amount of any credits you are claiming on Schedule 3; Form 5695, Part 11%;
Form 8910; Form 8936; or Schedule R.

9. Enter the amount from Form 1040, line 11. 9 536

10, Add any amounts from:
Schedule 3, line 48
Schedule 3, line 49 +
Schedule 3, line 50
Schedule 3, line 51 + 250
Form 5695, line 30

+*

+

Form 8910, line 15 +
Form 8936, linc 23 +
Schedule R, line 22 +

0
Enter the total. 'l 250

11.  Are the amounts on lines 9 and 10 the same?

(] ves. G)

You can't take this credit because there is no tax o reduce.
However, you may be able 1o take the additional child tax
credit if line 1 is more than zero. Sce the TIP below.

n 286

(] No. Subtract line 10 from line 9.

12. Is the amount on line 8 more than the amount on line 117

(%] Yes. Enter the amount from line 11.
Also, vou may be able o ke the
additional child tax credit if line |
is more than zero. See the TIP below.

‘This is your child tax 12 286
credit and eredit for

other dependents. Enter this amount on
Form 1040, line | 2a,

[] No. Enter the amount from line 8.

You may be able fo take the additional child tax credit = s
@ on Form 1040, line 17b, if you answered “Yes" on line 11 or
line 12 above.

® First, complete your Form 1040 through line 17a (also
complete Schedule 5, line 72).

e 'hen, use Schedule 8812 to figure any additional child tax
credit.

If your child tax credit or additional child tax credit for a year after
CAUTION

2015 was reduced or disallowed, see Form 8862, who must file to
find out if you must file Form 8862 to take the credit for 2078,

“If applicable.
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8880 | cCredit for Qualified Retirement Savings Contributions |zt 1se00r
Farm
Department of the Treasu » Attach to Form 1040 or Form 1040NR. 2@}1 8
T Anscherent
Intamal Reverue Sanvice * Go to www.irs.gov/Formass0 for the latest information. Sequance No,
Mame(s) shown on retumn Your social security number
Donald L. Hall 482-11-6043
You cannot take this credit if either of the following applies.
+ The amount en Form 1040, line 7 or Farm T040NMNR, lina 36 is more than §31,500 {847,250 If head of household: 563,000 if
married filing fointly).
CAUTION » Thea parsenst who made the qualiified contribution or elective deferral (a} was bom after January 1, 2001; (b) is claimed as a
dapandent on somecna edsa’s 2018 tax return; or {c) was a student (sea instructions).
(a) You (b) ¥our spousea
1 Traditional and Roth IRA contributions, and ABLE account contributions
by the designated baneﬁclar:.f for 2018. Do not include rollover
contributions . i
2 Elective deferrals to a 4D1tk:| or nthar quahhad arnpln;.rer plan veluntary
employee contributions, and 501 [t:}[1B]|[D} plan contributions for 2018
(see instructions) 2 500
3 Addlines1and?2 3 500
4 Cortain distributions rec;ehred al‘tﬂr 2015 and bafara :ha dua date
{including extensions) of your 2018 tax return (see instructions), |
married filing jointly, include both spouses’ amounts in both culumns.
See instructions for an exception | ; 4
5§ Subtract line 4 from line 3. If zero or less, enter r:l- 5 500
6 In each column, enter the smaller of line 5 or $2,000 & 500
7  Add the amounts on line 6. If zero, stop; you can't take this credit i T 1 500
8  Enter the amount from Form 1040, line 7* or Form 1040NR, line36 . . | 8 | 29,017 |
9  Enter the applicable decimal amount shown below,
If line 8 is— And your filing status is—
Bt not Married Head of Single, Married filing
Cwar— i, filireg jointly household separately, or
Enter on line 9— Qualitying widowler)
== £19,000 0.5 0.5 05
$19.,000 $20,500 0.5 0.5 0.2
£20,500 $28,500 0.5 0.5 0.1 g x0.5
£28.500 £30,750 0.5 0.2 01
$30,750 £31,500 0.5 01 0.1
$31,500 $38,000 0.5 0.1 0.0
$38,000 $41,000 0.2 0.1 0.0
£41,000 847,250 0.1 01 0.0
$47,250 £63,000 0.1 0.0 0.0
$63,000 s 0.0 0.0 0.0
MNote: If line 9 is zero, stop; you can't take this credit.
10 Multiply line 7 by line 2 P 10 250
11 Limitation based on tax I:abulm,.- En!er lhB amaount fmm the Gredlt Larnlt Warkshaal in lhe
instructions ; : v on N & TR O e % i R 536
12 Credit for qualified ratirnmcnt smrings cunh'ibutiuns Enter the smallnr of line ID or line 11 hera
and on Schedule 3 (Form 1040), line 51; or Form 1040NR, line 48 12 250
* Sea Pub. 580-A for the amount to enter if you claim any axclusion or deduction for foreign eamed incomea, foreign housing, or incoms from
Puarto Rico or for bona fide residants of Amarican Samoa.
For Paperwork Reduction Act Notice, see your tax return instructions, Cat. No. 333840 Form BB80 2012
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- 8962

Dwparimsnt of thar Trassury
Inbsmal Revenun Sarvice

Premium Tax Credit (PTC)

= Attach to Form 1040 or Form 1040MA.

* Go lo wwwlirs.gow/FormB8E2 for instructions and the latest information,

OME No. 1545-0074

2018

Agtachmwent
Saquence Mo, T3

Nama shown on your retum

Your social security numbsr

Donald L. Hall 482-11-6043
Yo clnnt Raks the PTC il your Bing #atus s mbimed (ng separalely urbess you quslily far an axosplicn (B inatruciens). I you quality, chack the box “D
Annual and Monthly Contribution Amount
1 Tax farmily size. Enter your lax family size (Ses instruclions) , ow o ow W 1 4
2a  Modified AGI. Enter your modified AGI {see instructions) . za | 29,017
b Enter the lotal of your dependents’ moddied AGI (see instructions) X 2b 0
3 Househok income, Add the amounts on lines 2a and 2b (see instructions) T 29,017
4  Federal poverty ne. Enter the federal poverty line amount from Table 1-1, 1-2, or 1-3 (see instructions). Check the
appropriats box for the federal poverty tabteused. a [JAlaska b [J Hawaii e [X] Other 48 states and DG | 4 24,600
Housshald income as a percentage of federal poverty line (see instructions) |, . 5 117 %
& Did you enter 401% on line 57 (Sea instructions if you entered less than 100%.)
[ Me. Continua toline 7,
O Yes. You are net aligible 1o lake the PTC. I advance payment of the PTC was made, see the instructions for
how to reporn your excess advance PTC repayrment amaunt.
T  Applicable Figure. Uising your lina 5 percentage, locate your “appcabile figure™ on the tabde in the instructions T 0.0201
Ba  Annual contribution amount. Multiply line 3 by b Monthly contribution amount. Divide line Ba
fine 7. Round 1o nearest whols dolar amount | Ba 583 by 12. Round to nearest whole dollar amourt | &b 49

Part I

Premium Tax Credit Claim and Reconciliation of Advance Payment of Premium Tax Credit

and continue to lna 24,

Are you allocating policy amounts with anather laxpayer of do you want 10 usa the alemative calculation for year of mariage (ses instructions)?
[ Yes. Skip to Part IV, Alocation of Policy Amounts, o Part ¥, Aiemative Calculation for Year of Mamiage. [ Ne. Continue to line 10,
10 See the instructions to determine if you can usa Bee 11 or must complets lines 12 through 23.

[ Yes. Continue to line 11, Compute your anmual PTC. Then skip Enes 12-23 [ Me. Continue 1o lines 12-23, Compute

your monthly FTC and continue to line 24,

A [s] Arnal srwakmens Mst"’cs”;'m“‘ e} Annus mm {8} Annusl prormiim tax | () Annual acdvance
Calculation | PrETAms Formis) | e igee s, [ COMTRANGN AMOUN | s el drom o, eencit alowed  faymient of PTC [Formis)
1005-A, kna 234) rver 38| {irva Ba} Boroor leme, aeriar -0 | Pmaller of fa)or () 1085- A, line 33C)
11__ Annual Totals 12,153 12,153 dﬂf 11,570 11,570 11,653
Mo anfoliman Maonthly applicabks { . il L= AT L] BOVENCE
Manthly mpma;?a {Farmia) MELC&;PHNEMM m'::’mm b:mu'l?:sﬁlm b ":.":T P mmm."ﬂm {Formis}
Calculation 1095-A, lins 21-32, | [Formis) 1005-A ines | it ringy | RUETRCE ] from (o), I 1walcr:;+‘:l::ﬂl 1095-A, linas 21-32,
calumn A) 21-32, codumn B} by calcuintion) | T%0 % toS5. sntar -0} colume )
12 January
13 February
14 March
15 April
18 May
17 June
18 July
19 August
20 September
21 October
22 Novermiber
23  Docambaer
24  Total premium tax credit. Enter the amouwnt from line 11{e) or add lines. 12(a) through 23(s) and enter the total hare 24 11570
26 Advance payment of PTC, Enter the amount from ling 11{f) or add lines 12{1) through 22 and enter the fotal here 25 11.653
26  Met premium lax credil. if line 24 is greater than line 25, subtract line 25 from line 24. Enter the differance here and
on Schedule § (Form 10400, Ene 70, or Form 1040NR, line 85, If line 24 equals line 25, enter -0-, S!ephtrl i line
zslsg'aat«mm!mz-i leave this kne blank and contines to line 27 g 26
Repayment of Excess Advance Payment of the Premium Tax credlt
i) Emssadumpawwnlmﬂc If lina 25 is greater than line 24, subtract line 24 from line 25. Enter the difference hare | 27 83
28  Aepayment limilation (see instruchions) & e e . i e Rehe e a0 . 28 600
20  Ewxcess advance premium fax credit repayment. Enter the smaller of line 27 or line 28 hera and on Schedule 2
{Form 1040, lina 46, or Form 1040MR, line 44 . . P 83
For Paperwork Reduction Act Nolice, see your tax return instructions. Cat. No, STTB4Z Farm BEG2 2018
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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 udilities) 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
Business mileage:
7,860 x 54.5¢ per mile $ 4,284
Travel expense:
Airfare 675
Lodging 334
Business expenses:
Books and supplies 903
Subscriptions 200
Continuing education tuition 500
6,896

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 ($6,896 See above and $1,714 computation/p.58) 8,610
Net earnings from self-employment (to Schedule SE) (See page 60) $ 19,860
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Housing Allowance Worksheet
Minister Living in Housing
Owned or Rented by the Church

Name: Donald L. Hall

For the period January 1 , 2018 to December 31 18

Date designation approved December 20 ,2017
Allowable Housing Expenses (expenses paid from current income)

Bipee 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 /5
Umbrella liability insurance
Subtotal 1,818
10% allowance for unexpected expenses 182
TOTAL 2,000 1,000 (A)
Properly designated housing allowance 2,000 (p)

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

page 2, line 1 (see page 56).

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,
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2398 Void D -Emﬂuﬂ:ﬁlﬁﬂwm mmmr

b Employer identificaton nsmiber 1 Wapes, tps, other compansation 2 Federal income tax withheid
25-7921873 12800.00
o Employe's name, address, and ZIF code 3 Sooial security wages 4 Soocial ssourity tax withbeld
Lancaster Community Church N Mackemrs miges sl Tpe 8 Medicars tax withheld
1425 Spencer Avenue
Wabash, IN 46992 iy o S A——
d Control number ¥ Varilicabon code 10 Depondent cans Benaiis
ﬁw‘: firgd rurms & initial [ Suf.| 11 NonqualiSed plans 128 See instructions lor box 12
Donald L. Hall i |
L gk el B ey 1“
804 Linden Avenue [] i E|] 500
Pensacola, FL 32502 oo — .
Parsonage Allowance | |
11150 12d
Housing Allowance |
1 Employes’s address and ZIP code 2000
18 Swie  Employer's state 1D number 16 Sinte wages, tips, atz. | 1T Siate mcome tax 18 Local wages, Bpe. sic. | 19 Local income tax 20 Localty namal
FL | 12800.00

— W-2 Wogomitorsutoment D11, 8

Copy A For Social Security Administration — Send this entire page with
Form W-3 1o the Social Security Administration; photocopses are nol accaptabile

Depariment of the Treasury — Infesmal Revenue Senice

Faor Privacy Act and Paperwork Reduction
Act Notice, ses the separmbe instructions.

Cat. No, 101340

Do Not Cut, Fold, or Staple Forms on This Page

Salary ($11,000 less $2,000 housing allowance and
$500 403[b] contributions)

Special occasion gifts

Reimbursement of self-employment tax

Expense allowance under nonaccountable plan

Explanation of compensation reported on Form W-2, Box 1:

$ 8,500
500
2,100
1,700

$12,800
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Projected 2019 Filing Dates

January
15  Quarterly Estimated Taxes (last

payment for prior tax period)

February

15 W-4 (if claimed an exemption, to
continue same exemption in

current year)

April

15 Personal tax returns due
(unless automatic extension,
see October 15)

15 Quarterly Estimated Taxes,
if not paid with return (first

payment for current tax year)

June

17 Quarterly Estimated Taxes

(2nd payment for current tax
year)
September

16 Quarterly Estimated Taxes
(3rd payment for current tax

year)

October

15 Personal tax returns due

(if automatic extension)
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Accountable plan, 18, 24-25, 35-44
Administrative positions, 7

Allocation of business expenses, 29, 42,

60
Automobiles,

Actual expense method, 26
Church-provided, 21
Commuting, 27
Depreciation, 26
Documenting expenses, 27
Mileage rate, 5, 26

Books, 28

Business and professional expenses,
Accounting for, 18, 22-25, 35-44
Allocation of, 29, 42, 60
Automobile, 26-27
Books, 28
Business gifts, 27
Cellular phones, 28-29
Club dues, 18
Commuting, 27
Documenting, 25
Educational expenses, 19
Entertainment expenses, 19, 27
Gifts, 27
Mileage rate, 5, 26
Moving expenses, 5, 57
Personal computers, 28
Recordkeeping requirements, 24-27
Reimbursements, 18, 24-25
Subscriptions and books, 28
Telephone, 28-29

Cellular phones, 28-29
Child tax credit, 50, 53-55
Club dues, 18
Commuting expenses, 27
Computers, 28
Continuing education, 19

Denominational,
Positions, /-8

Retirement plans, /4

Index

Disability insurance, 18-19
Dues and memberships, 18
Earned income credit, 50

Educational reimbursement plans,

19
Employee v. self-employed, 9-10
Entertainment expenses, 19, 27
Estimated taxes, 30, 34
Evangelists, 10
Fair rental value, 13-14
Flexible spending account, 20-21
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, 11-13
Designating, 11-13
Equity allowance, 12
Fair rental value, 13-14
General, 11-17
Limitations, 13
Reporting, 13, 32
Resolutions, 75
Retirees, 14
Worksheets, 16-17

Income tax status of ministers, 9-10

Insurance,

Disability, 18-19
Group term life, 10, 20
Health, 9-10, 20

Interest,

Paid, 35
Received, 32-33

Life insurance, 10, 20

Mileage rate, 5, 26

Missionaries, 10

Moving expenses, 5, 47
Nonaccountable plan, 24-25, 45-62
Pension distributions, 74

Per diem, 5, 27

Personal computers, 28
Reimbursements, 18, 22-23, 35-44

Retirement plans,

Denominational plans, /4
Section 179 deductions, 28
Self-employment earnings, 31
Self-employment tax deductions, 31
Social security,

Computation of tax, 31

Deductions, 31

Exemption of ministers, 3/

Opting out, 31

Reimbursement, 21

Services in which exemption applies,

31
Status of ministers, 9-10
Tax rates, 31

Standard mileage rate, 5, 26

Substantiation,

Business and professional expenses,

24-29

Tax rates

Self-employment rates, 31
Tax withholding, 30
Teaching positions, 7
Telephone, 28
Transportation expenses, 26-27
Tuition discounts, 21

Unreimbursed business and professional
expenses, 22-23, 56, 60

Vehicles, personal use of church-owned,
21

Withholding,
Voluntary, 10, 30




CHURCH
REPORTING

MADE EASY

Federal, state, and other reporting made easy.

Wondering where to start with your tax and other reporting obligations
as a church? Increase your confidence with this free eBook,
which includes clear explanations and sample documents.

Free Download at ECFA.Church/Content/ECFATaxBooklets
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CHURCHEXCEL

Church finances don’t have to be overwhelming!

T QP A

Increase Confidence Save Time and Money Navigate Red-Tape

Learn more at

CHURCHEXCEL.ORG



% Why Do Churches
G, Join ECFA”

To Demonstrate Integrity!

"The Village Church became a member of ECFA in 2010 because we

are committed to glorifying God through our stewardship of His resources.
ECFA has always been there to provide sound guidance to our elders and
staff. We are so thankful for ECFA’s ministry and highly recommend

partnering with them."

Matt Chandler, Lead Pastor, The Village Church, Flower Mound, TX

Resources for Church Members

©@0006

ChurchPulse Educational Knowledge Practical Policies Church Surveys Collaboration
Monthly Webinars Center for Church Use with Latest with Other
eNewsletter and Videos Documents Trends Churches

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

Join ECFA!

It only takes 10 minutes to apply
for ECFA certification.

Call Michael at 800-323-9473

Michael Martin
Executive Vice President

For more information, visit ECFA.Church



CHARITABLE
GIVING GUIDE FOR

MISSIONARIES

AND OTHER WORKERS

CHARITABLE

GIVING GUIDE FOR
GIVER-RESTRICTED GIFTS
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CHARITABLE
GIVING GUIDE FOR

SHORT-TERM
MISSION TRIPS
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CHARITABLE
GIVING GUIDE FOR

ACKNOWLEDGING
AND REPORTING

CASH CHARITABLE GIFTS
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A practical resource on how
to handle gifts with integrity.
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THE GUIDE TO
CHARITABLE
GIVING et

A practical resource on how to handle gifts with integrity

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.Church/eBooks



"
:

The Zondervan 2019 Minister’s Tax & Financial Guide and the
Zondervan 2019 Church and Nonprofit Tax & Financial Guide
are now available with two completed minister federal inccome tax return samples
and forms that must be filed by churches.

Order Now at ECFA.Church/Content/2019-Zondervan




eBooks from ECFA

10 ESSENTIALS OF 10 ESSENTIALS Of SSENTIALS OF

SOCIAL THE MINISTER’S XES FOR
SECURITY HOUSING NISTERS
FOR MINISTE EXCLUSION B

M
CHURCH ESSENTIALS SERIES

ECFA provides easy-to-read eBooks to help you understand
the essentials of Social Security for Ministers,
Minister’s Housing Exclusion, Taxes for Ministers, and many more.

Spanish and Korean translations are also available.

Download at ECFA.Church/eBooks




(QA’)) WEBINAR

Ministers’ Taxes Made Easy

Your 2018 Income Tax Return — The BIG Changes

This webinar, led by two of the authors of the popular annual
Zondervan Minister’s Tax & Financial Guide, will:
« Help ministers understand the new issues for 2018 tax returns
« Save costly errors and help ministers file correct returns for 2018
* Provide important assistance in tax planning for 2019

Listen Live on January 29, 2019 (1:00 PM EDT)

Listen to the recording at ECFA.church

Speakers: Dan Busby, CPA, and
Michael Martin, CPA and Attorney




(QA’)) WEBINAR

Church Reporting Made Easy

Your 2018 Reporting to the IRS — 5 KEY Issues

This webinar, led by two of the authors of the popular annual
Zondervan Church and Nonprofit Tax & Financial Guide, will:
= Help church leaders understand each of their key filing responsibilities.

« Save you time and avoid penalties and interest caused by misfiled
forms with the IRS.

Listen Live on January 15, 2019 (1:00 PM EDT)

Listen to the recording at ECFA.church

Speakers: Dan Busby, CPA, and
Michael Martin, CPA and Attorney




The Zondervan
Church & Nonprofit
Tax & Financial Guide

The Zondervan
Minister’s
Tax & Financial Guide

2019 Edition for 2018 Returns

Dan Busby, CPA
Vonna Laue, CPA
Michael Martin, JD, CPA
Johm Van Drunen, JD, CPA

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, Vonna Laue, 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)

e 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

Orders may be placed at — ECFA.Church/Content/2019-Zondervan






