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Recent Developments

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 allowance unconstitutional. A Wisconsin federal district court
issued a ruling in the fall of 2017 declaring the minister’s housing allowance 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 with housing allowances?

As of this publication, there is no immediate impact on ministers receiving a housing allowance from their
church or other employer. The longer-term impact hinges on whether appeals are filed in the case.

If No Appeals Filed

It’s possible there will be no appeals filed in the case by the government or other parties impacted
(“intervenor defendants”), meaning the district court’s decision will begin to apply immediately after the
deadline expires for them to file an appeal.

If Appeals Filed

However, there is a good chance the government or other parties impacted will appeal the decision at least to

the Seventh Circuit Court of Appeals and possibly even the U.S. Supreme Court.

An appeals court could disagree with the lower court and find the housing allowance 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.

What about ministers living in parsonages?

The district court further clarified in its follow up ruling that this decision 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”).

Watch for the latest developments as they unfold at “In the News” at ECFA.church.

Tax reform signed into law—how will ministers and churches be impacted? Massive new tax legislation
was enacted in December 2017 at warp speed. Most changes will not affect 2017 returns filed in 2018.

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 doubles to $24,000 for couples, $12,000 for singles, and $18,000 for
household heads. Folks 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.
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* 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.

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. Note: Ministers should be sure their church-related expenses are

reimbursed under an accountable plan beginning in 2018. Unreimbursed expenses will have
absolutely no value for 2018 and later years.

o Medical expense deductions are enhanced. The new law temporarily lowers the adjusted gross
income threshold for deducting 2017 and 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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Recent Developments

Key Federal Tax Limits, Rates, and Other Data

2016 |

2017

[ 2018

Stundard deductions, exemptions, and excusions:

Standard Deductions Married-Joint Return $12,600|  Married-Joint Return $12,700|  Married-Joint Return $24,000
Head of Household 9,300 Head of Household 9,350 Head of Household 18,000
Single 6,300 Single 6,350 Single 12,000
Married-Separate Returns 6,300 | Married-Separate Returns 6,350 |Married-Separate Returns 12,000
Personal & dependent exemption amount $4,050 4,050 0
Foreign earned income exclusion $100,800 $102,100 $104,100
Social security:
15.3% 15.3% 15.3%
] nw t nw t nw t
SECA (OASDI & Medicare) rae sto,oog ma:rglzj:rmlo 5250,005 mu:]r?:;-;]opins 5250,00(;] mu:]r?:;:’;)mto
$125,000 married-separate, $125,000 married-separate, $125,000 married-separate,
and $200,000 all others and $200,000 all others and $200,000 all others
0ASDI maximum compensation hase $118,500 $127,200 $128,400
Social security cost of living benefit increase 0.0% 0.3% 2%
Social security Full Refirement Age (FRA) 66 years 66 years 66 years
Medicare Part B premiums - Basic $104.90 $108.50 $134.00
Earnings ceiling for social security (for employment Below FRA: $15,720 Below FRA: 516,920
hefore FRA; special formula in FRA year) Over FRA: None Over FRA: None Over FRA: None
Earnings limit in year FRA attained $41,880 $44,880 $45,360
Benefits and contributions:
Maximum annual contribution to defined
contribution plan $53,000 $54,000 55,000
Maximum salary deduction for 401(k)/403(b) $18,000 $18,000 $18,500
401(k) & 403(b) over 50 "catch up" limit $6,000 $6,000 56,000
Maximum income exclusion for nonqualified plans
in 501(c)(3) organizations (IRC 457) $18,000 $18,000 $18,500
IRA contribution limit — age 49 and below $5,500 $5,500 $5,500
— age 50 and above $6,500 $6,500 6,500
Highly compensated employee limit $120,000 $120,000 $120,000
Maximum annual contribution to health flexible
spending arrangements $2,550 $2,600 $2,650
Per diem and mileage rates and other transportation:
Standard per diem: Lowest rafes Lodging $89 Lodging $91 Lodging $93
in continental USA Meals & Incidentals $51 Meals & Incidentals $51 Meals & Incidentals $51
Business auto mileage rate 54¢ per mile 53.5¢ per mile 54.5¢ per mile
Moving & medical auto mileage rate 19¢ per mile 17¢ per mile 18¢ per mile
Charitable auto mileage rate 14¢ per mile 14¢ per mile 14¢ per mile
Airplane mileage rate $1.31 per mile $1.29 per mile S1.21 per mile
Motorcycle mileage rate 54.5¢ per mile 50.5¢ per mile 51.5¢ per mile
Bicycle commuting rafe $20 per month $20 per month N/A
Maximum value of reimbursement of business
expenses (other than lodging) without receipt S75 75 75
Luxury automobile value (limit on use of
cents-per-mile valuation of company automobile) $16,000 $15,900
Monthly limit on free parking $255 §255 N/A@
Transit passes/token — monthly tax-free limit $255 $255 N/A@
Other:
Gift tax annual exclusion | $14,000] $14,000] $15,000

() Privately owned vehicle mileage rates set by the U.S. General Services Administration

() Disallowed except as necessary for the safety of employees.
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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 Remember
purposes and the fair rental value of a church-owned The major tax benefit for most
parsonage provided rent-free to ministers. ministers is the special housing

allowance treatment.
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 / \

- Remember
arrangement between minister-employees and the church.

There is some flexibility in applying

6. Potential “double deduction” of mortgage interest and real certain ministerial tax provisions. For
estate taxes as itemized deductions and as excludable example, ministers are exempt from
housing expenses for housing allowance purposes for 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/

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
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 example, a

qualified minister is eligible for the housing allowance. This alone can r
exclude thousands of dollars from income taxation. Also, ministers / NEDY4 \
calculate self-employment social security tax on Schedule SE and pay the .
. .. . . . Caution
tax with Form 1040. Nonministers have one-half of their social security
(FICA) tax withheld from salary payments, and the employer pays the Determination of ministerial status is
other half. far from a precise matter. Only a review
of all the pertinent facts and
According to tax law, there is a two-step process for determining whether cil.rﬁum%tapczs fora P?rticuﬁ" r::i“iSter
the special tax provisions available to ministers apply to a particular will assist In cetermining whether an
. R . . individual will qualify for ministerial
worker. The first is whether the individual qualifies as a minister. The QX status /
second is whether the minister is performing ministerial services.




The Tax System for Ministers

® 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, R

[ are considered to be a religious leader by your church,

(1 conduct worship services, and & _JS

(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 | iiciarin 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 ﬂ 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 afhiliation, 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- 10
employed for social security tax purposes. Ministers pay social / NADY 4 \
security under the Self-Employment Contributions Act (SECA) Caution

instead of the Federal Insurance Contributions Act (FICA). It is
possible to become exempt from SECA only if a minister meets strict | 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

ministry. The request for exemption must be approved by the IRS tax purposes. Stated another way, if a
(see page 31). 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

N/
ministers report to the IRS. \ |
\ | \,

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 ) :

Iso be self. loved for i ith fringe benefits are tax-free only to

may also be self-employed for income tax purposes with respect to Qmployees. j
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:

.. . . v
(d Minister-employees must be given Form W-2 and report their / \
. L Key Issue
compensation on page 1 of Form 1040. They are eligible to
claim unreimbursed business expenses and expenses The defining court case on the topic of
reimbursed under a nonaccountable plan on Schedule A income tax status for ministers was a

1994 case in which a Methodist cleric
took the position he was self-employed
for income tax purposes.The Tax Court
held that he was an employee for

(nonaccountable plan reimbursements must be included in
compensation on Form W-2). If the minister itemizes
deductions, business and professional expenses are deductible

only to the extent that such expenses exceed 2% of adjusted income tax purposes. A federal appeals
gross income (AGI). Deductible business meals and Qourt upheld the decision. /

entertainment expenses are limited to 50%. Note: This
deduction on Schedule A is not available for 2018 tax returns filed in 2019.

(d Accident, long-term care insurance, and qualified group health insurance premiums paid
directly by a church or reimbursed by a church, after the minister provides substantiation,
are not reportable as income to the minister-employee but must be reported as taxable
income to the self-employed minister.
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N/
Minister-employees may deduct health, accident, and long-term 1/ |
care insurance premiums paid personally, and not reimbursed / N \
by the church, on Schedule A as a medical and dental expense, Caution

subject to a 10% limitation of adjusted gross income. With rare exceptions, ministers should

receive Form W-2 from their church or
other employer. Few ministers qualify
as independent contractors for income

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 tax purposes (even though considered
taxable (minister-employee) versus tax-free (self-employed self-employed for social security tax
minister for income purposes) can impact the minister’s tax bill purposes). A church or other employer

generally has sufficient control over the

Qinister to qualify for W-2 treatment./

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 who are employees for income tax purposes.

\ L/
(1 Group-term life insurance of $50,000 or less provided by a 1
church is tax-free to minister-employees but represents taxable _
income for self-employed ministers. Caution

(A voluntary arrangement to withhold income tax may be used by | Ifa church directly pays or reimburses

minister-employees but may not be used by the self-employed. health insurance premiums for a
minister considered to be self-

employed for income tax purposes,

® Recommended Flllng Status the payments are fully taxable.

Virtually all ministers serving local churches qualify as employees 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.
4 ~—~ N

Key Issue

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

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

Missionaries are also subject to the same rules to qualify for ministerial | 4 tax-free treatment of fringe benefits

status for tax purposes. Qualifying for benefits such as a housing like health, accident, and long-term care
allowance is often not so important for minister-missionaries because insurance premiums, group-term life

of the foreign earned income exclusion. However, the question of premiums, and certain other fringe
ministerial tax status is vitally important to determine if ministers are Kbeneﬁts. /

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 1, 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.

A minister may request a housing allowance to cover expenses incurred in maintaining the
church-owned or rented housing. Examples of allowable expenses are utilities, repairs,
furnishings, and appliances. If the actual expenses exceed the housing allowance
designated by the church, the excess amount cannot be excluded from income.

It is appropriate for minister’s out-of-pocket expenses for the

maintenance of a church-owned parsonage to be reimbursed by the / \
church if a full accounting is made. Such reimbursements do not Tip
relate to a housing allowance. If such expenses are not reimbursed, The designation of a housing allow-
they could be excludable from income under a housing allowance. ance for ministers living in church-
provided housing is often overlooked.
If the church owns the parsonage, the church may wish to provide an While the largest housing allowance
equity allowance to help compensate ministers for equity not benefits go to ministers with mortgage
accumulated through home ownership. An equity allowance is taxable payments on their own homes, a
. . . . housing allowance of a few thousand
both for income and social security tax purposes, unless directed to a X - o
. . ; dollars is often beneficial to ministers
403(b) tax-sheltered annuity or certain other retirement programs.

Q a church-provided 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 lowesz 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.

Ministers Owning or Renting Their Own Home

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 1, line 7. 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 Jower of these
amounts is excluded for income tax purposes. Ministers living in

church-provided housing must compare the amount designated and / \

actual housing expenses and exclude the lower of the two amounts.

Remember

Designation Limits The housing allowance designation

may be prospectively amended at any
The IRS does not place a limit on how much of ministerial compen- time during the year, regardless of
sation may be designated as a housing allowance by the employing whether the church uses a calendar or
church. But practical and reasonable limits usually apply. fiscal year. Changing the designation

to cover expenses that have already
Unless the amount is justified based on anticipated expenses and is been paid (almost all ministers use the
within the fair rental value limit, it is generally inadvisable for the cash basis for tax purposes) is not

church to exclude 100% of compensation. Kacceptable. j

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 by
providing a statement separate from Form W-2. This may be in a memo or letter. The statement
should not be attached to your income tax returns.

Your 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 $20,000 as a
housing allowance. The fair rental value is $24,000. Actual housing expenses for the
year are $18,000. The amount excludable from income is limited to the actual
housing expenses of $18,000.

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 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 designation. While a local church may
pension or TSA payments on Form 1099-R and designates the designate a housing allowance for a
housing allowance, the minister may offset the housing expenses retired minister, it is unclear if the IRS
will honor the designation on the
and reflect the net amount on page 1, Form 1040. A supplementary | | ioiciore tax return.
schedule such as the following example should be attached to the K /
tax return:
Pensions and annuity income (Form 1040, line 16a) $ 10,000
Less housing exclusion 8,000
Form 1040, line 16b $ 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 $ $
Local telephone expense (base charge)

Decoration and redecoration

Structural maintenance and repair

Landscaping, gardening, and pest control

Furnishings (purchase, repair, replacement)

Personal property insurance on minister-owned contents

Personal property taxes on contents

Umbrella liability insurance
Subtotal
10% allowance for unexpected expenses

TOTAL $ $ A

Properly designated housing allowance $ (B)

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

Minister-Owned Housing

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

Local telephone expense (base charge)

Homeowner’s association dues/condominium fees

Subtotal

10% allowance for unexpected expenses

TOTAL $ $ (A)

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

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

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

Ask most 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. For an employee, the expenses related to a nonaccountable reimbursement plan
are deductible only if the minister itemizes expenses on Schedule A. Even then, the business
expenses, combined with other miscellaneous deductions, must exceed 2% of adjusted gross
income. Note: This deduction on Schedule A is not available for 2018 tax returns filed in 2019.

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

» Club dues and memberships. Dues for professional organizations (such as ministerial
associations) or public service organizations (such as Kiwanis, Rotary, and Lions Clubs) are
generally deductible or reimbursable. Other club dues are generally not deductible or reimburs-
able (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. / A \
Idea

» Disability insurance. If the church pays the disability insur-
ance premiums (and the minister is named as the beneficiary)
as a part of the compensation package, the premiums are

Statistics suggest that ministers are
seven times more likely to need
disability insurance than life insurance

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

awkwardness of a minister’s transition

the disability started. If the premiums are shared between the / S ofa ! A
relating to disability while serving the

church and a minister, then the benefits are taxable in the same church
proportion as the payment of the premiums. K ' /
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Conversely, if you pay the disability insurance premiums or have the church withhold the
premiums from your salary, you receive no current deduction and any disability benefits paid
under the policy are not taxable to you.

A third option is for the church to pay the disability premiums. @
\\-/

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.

~

Idea
» Educational reimbursement plans. If your church requires you ﬁednigl;:: I:: df c;‘rocr‘cili!c(ee?;eizc:ritzliialz/e is
to take educational courses or if you take job-related courses, and | available up to $4,000.To take this
your church either pays the expenses directly to the educational deduction, the education need not
organization or reimburses you for the expenses after you make a | be necessary for you to keep your
full accounting, you may not have to include in income the position. The education can even

amount paid by your church. Quallfy you for a new occupation. /

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

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

O is required by your church to keep your salary, status, or job (and serves a business 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. Ministers may deduct ministry-related entertainment expenses.
Entertainment expenses must be directly related to, or associated with, the work of the church.
Entertainment expenses are not deductible if they are lavish or extravagant.

If business meal and entertainment expenses are not reimbursed under an accountable plan,
only 50% of the expenses are deductible. (While business meals and entertainment may be
reimbursed in 2018, no deduction is available for 2018.) If the church reimburses the
expenses, a 100% reimbursement may be made.

» 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.

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.
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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 212 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 / \¢ S \
rolling over any unused FSA dollars into the next plan year, but

this option is subject to a $500 limit.

Warning

Consult with your ministry’s

Health insurance. If the church pays a minister-employee’s professional tax advisors before
qualified group health insurance premiums directly to the reimbursing medical expenses for
insurance carrier, the premiums are tax-free to the minister. employees. Under changes brought by

the Affordable Care Act, non-compliant

However, if similar payments are made for a minister whom the , ) )
reimbursements may result in penalties

church considers to be self-?rpployed for income tax purposes, wsmo per employee per day. /
the payments represent additional taxable income.

Health savings account (HSA). HSAs are individual, portable, tax-free, interest-bearing
accounts (typically held by a bank or insurance company) through which individuals with a

high-deductible health plan (HDHP) save for medical expenses. The purpose of an HSA is to

pay what basic coverage would ordinarily pay.

Within limits, HSA contributions made by employers are excludable from income tax and
social security wages and do not affect the computation of the earned income credit. HSA
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
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.

Rabbi Trust. Rabbi Trusts are used by some churches to “fund” nonqualified 457 deferred
compensation plans. Churches make cash contributions to the trust to fund their future
obligation to pay deferred compensation benefits. The funds contributed are tax deferred in a
similar manner to other tax deferred vehicles such as a 403(b) plan. The name “Rabbi Trust”
was established because the first IRS letter ruling with respect to this type of trust involved a
rabbi. However, the Rabbi Trust is now widely utilized in commercial enterprises and
nonprofit organizations.
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In some instances, depending on a participant’s includable income (generally, includable
income is a participant’s salary without including parsonage), churches can make contributions
that exceed the IRS maximum annual contribution limits for a 403(b) plan.

» 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 reimbursement 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.

AR

Caution

An allowance to cover the minister’s
self-employment social security tax
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
important so this amount can be
properly shown as a fringe benefit for

Q)mpensation analysis purposes. j

» 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 payments without
adequate accounting

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

entertainment limits

Club dues paid by the church

Taxable income/Form W-2 (exception 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

Educational assistance programs

May be eligible to exclude up to $5,250
of qualified assistance

401(k) plan Eligible for 401 (k)
403(b) tax-sheltered annuity Eligible for 403(b)
Gifts/personal (not handled through the 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

IRA payments by church

Taxable income/Form W-2, may be deducted on
Form 1040, line 32

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

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

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

Minister-Employee

Insurance, health premiums

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

Moving expenses paid by the church (only applies to

certain qualified expenses)

Tax-free if directly paid by the church or
reimbursed to minister on substantiation. Reported on

Form W-2, Box 12, using Code P (taxable in 2018)

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 page 1, Form 1040

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?

Note: The deduction of business and professional expenses on Schedule A is
eliminated in 2018 under tax reform (see pages 3—4).

Most ministers spend several thousand dollars each year on church- / K\e\-lsjl e \
related business expenses. For example, the ministry-related portion y
of auto expenses is often a major cost. Combining an accountable expense
reimbursement plan with a housing

Business and professional expenses fall into three basic categories: allowance or health reimbursement
expenses reimbursed under an accountable plan, expenses paid under arrangement (or any other fringe
a nonaccountable plan, and unreimbursed expenses. The last two benefit plan) is not permissible. These

. . concepts are each covered under
categories are treated the same for tax purposes. You will almost separate sections of the tax law and

always save tax dollars if your expenses are reimbursed. Qannot be commingled. j

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

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

® Accountable and Nonaccountable Expense Reimbursement Plans

An accountable plan is a reimbursement or expense allowance arrangement established by your
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.

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

Nonaccountable Expense Reimbursement Plans

'

N

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 / S \
becomes more complicated. Nonaccountable reimbursements and Warning
excess reimbursements over IRS mileage or per diem limits must be Many ministers are paid expense
included in your gross income and reported as wages on Form W-2. “allowances.” These payments
accomplish nothing in terms of good
Unreimbursed expenses or expenses reimbursed under a stewardship."Allowances” are fully
nonaccountable plan can be deducted only as itemized miscellaneous taxable for income and social security
deductions and only to the extent that they, with your other tax purposes. Ministers must then

resort to trying to deduct their
expenses—much of which will be
limited by the tax law—instead of

&eceiving a full reimbursement. j
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.

miscellaneous deductions, exceed 2% of your adjusted gross income.
Unreimbursed expenses are not deductible if you are an employee

for income tax purposes and do not itemize.

® Documenting Business Expenses

For expenses to be allowed as deductions, you must show that you spent the money and that you
spent it for a legitimate business reason. To prove that you spent the money, you generally need to
provide documentary evidence that can be confirmed by a third party. Canceled checks, credit card
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: Remember
» Why (business purpose) When ministers provide a listing of

business expenses to the church or

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

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

e.g., 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,
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 Deductions

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

Mileage and Actual Expense Methods

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

Standard Mileage Rate Method

If your 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.

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

Miscellaneous Deductions. pa
. Dy . Remember
The standard mileage rate, which includes depreciation and emembe
maintenance costs, is based on the government’s estimate of the average The standard mileage rate may
cost of operating an automobile. Depending upon the make, age, and generate a lower deduction than using

actual expenses in some instances. But
the simplicity of the standard mileage
method is a very compelling feature.

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 deduct parking
fees, tolls, and the business portion of the personal property tax. All
auto-related taxes must be claimed on Schedule A for employees.

Actual Expense Method

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

purposes. :

KA

v

Under the actual expense method, you can use either accelerated
depreciation or straight-line depreciation. As the names imply, the
accelerated method front-loads the depreciation, giving you larger / \

deductions sooner. The straight-line method gives you the same Warning
depreciation deduction every year. You have an important decision to
make the first year you put a car into
Allowable expenses under the actual expense method include: gas service. You will generally want to use
and oil, interest on an auto loan, repairs, lease payments, tires, the standard mileage rate in that first
automobile club membership, batteries, car washes and waxes, year.If you do not use the standard
insurance, license plates, parking fees and tolls, and supplies, such mileage rate in the first year, you may

. Qot use it for that car in any year. J
as antifreeze.
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Commuting
Personal mileage is never deductible. Commuting expenses are nondeductible personal expenses.

Unless your home-office qualifies as a home-office under tax law, travel from home to the church
(a regular work location) and return for church services and other work at the church is commuting
and is not deductible or 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 deductible or reimbursable. Once you arrive at the first work location, temporary or
regular, you may deduct trips between work locations.

A regular place of business is any location at which you work or perform services on a regular
basis. These services may be performed every week, for example, or merely on a set schedule.

A temporary place of business is any location at which you perform services on an
irregular or short-term (i.e., generally a matter of days or weeks) basis.

Documentation of Auto Expense / \
Remember

To support your automobile expense deduction or reimbursement,

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

audit, use a daily mileage log to docu-

A weekly or monthly mileage log that identifies dates, destinations, | ment business vs. personal mileage.

business purposes, and odometer readings in order to allocate total Whether you keep a notepad in the car

mileage between business and personal use is a basic necessity if or track the data on your smartphone,

you use the mileage method. If you use the actual expense method, some type of log is the best approach to
. . . submitting data for reimbursement

a mileage log and supporting documentation on expenses are

from your church or taking a tax

Qeduction. j

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

see IRS Publication 1542.

required.

Per diem allowance

@® Other Business and Professional Expenses

Business Gifts

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

The gifts must be related to your ministry. Gifts to 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.
Entertainment

Meal and entertainment expenses are deductible or reimbursable if they are ordinary and
necessary and are either directly related to or associated with your ministerial responsibilities.
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Personal Computers

Personal computers you own and use more than 50% for ministry may be depreciated
(or reimbursed) as five-year recovery property or deducted (but not reimbursed).

The business portion of depreciation may be reimbursed under an
accountable expense reimbursement plan if the 50% business / \¢ S \
“convenience of the employer (church)” and “condition of

employment” tests are met.

I
IS

Warning

If ministers purchase a computer and
If a computer is provided by the church in the church office but use it primarily for church work and
you prefer to work at home on your personal computer, it is not meet the “condition”and “convenience”
tests, only the depreciation on the
business portion of the computer can
be reimbursed by the church, not the

being used for the church’s convenience. If you meet the
« . » <« .o . »
convenience of the church” and “condition of employment” tests

but do not use your computer (and related equipment) more than entire cost of the business portion,
50% of the time for your work, you must depreciate these items based on the Section 179 first-year
using the straight-line method and you cannot take the Section KWl’ite-Off rules. j

179 write-off. If you qualify under the home-office rules, the 50%
test does not apply to you.

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

Subscriptions and Books

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

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

Telephone

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

Telephone/Cellular

The IRS treats the value of a church-provided cell phone and similar
telecommunications equipment (including the value of any personal
use by the employee) as excludible from the employee’s income as
long as the cell phone is provided to the employee primarily for a Remember
noncompensatory business reason (such as the employer’s need to
contact the employee at all times for work-related emergencies).

If a church provides a cell phone to an
employee primarily for a noncompen-

Providing a cell phone to promote morale or goodwill, to attract a | gat0ry business reason, the value of
prospective employee, or to furnish additional compensation to an the cell phone is excludible from the
employee is evidence that there is no noncompensatory business employee’s income.

reason.
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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, 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 federal and state employment
tax withholding.

® Allocation of Business Expenses

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

42 and 60.

This limitation requires the following calculation:

1. Amount of tax-exempt income (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 non-
deductible expenses allocable to tax-exempt income). $

6. Subtract line 5 amount from line 4 amount (these are

deductible expenses for federal income tax purposes on
Form 2106 [2106-EZ] or Schedule C [C-EZ)). $
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Income 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 2017 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 2018 equal 90% of the 2017 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 2018 estimated tax payments equal 100% of your avoid underpayment penalties
2017 federal and social security taxes (Form 1040, page 2, line 61). K ’ /
This method generally avoids underpayment penalties and is easier to

calculate.

In estimating 2018 taxes, net earnings from self-employment should be reduced by 7.65% before
calculating the self-employment tax of 15.3%. There also is an income tax deduction for one-half of
your self-employment tax (Form 1040, page 1, line 27).

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

follows:
For the Period Due Date
Jan.1 - Mar. 31 April 15 Remember
April 1- May 31 June 15 State income tax payment require-
Junel - Aug. 31 September 15 ments may also be met by making

Sept. 1 - Dec. 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
2016 12.4% 2.9% $118,500 no limit
2017 12.4% 2.9% 127,200 no limit
2018 12.4% 2.9% 128,400 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-

S

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
retired and receiving social security

~

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

/

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

page 1. You may also deduct a portion of your self-employment tax liability in calculating your self-
employment tax. This deduction is made on Schedule SE, Section A, line 4 or Section B, line 4a, by
multiplying self-employment income by .9235. The 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

There are two short forms; the 51-line 1040A and the super-short, 14-line 1040EZ. Generally,
ministers should use the 79-line Form 1040 instead. It accommodates every minister, and there’s no
penalty for leaving some of the lines blank. Besides, going down the 1040 line by line may jog your
memory about money you received or spent in 2017. (Line numbers noted refer to the 1040 and
related schedules.)

® Filing status (lines 1 to 5). Line 2: If your spouse died in 2017, you can still file jointly and
take advantage of tax rates that would be lower than if you were to file as a single person or as a

head of household.

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

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

Line 5: If your spouse died in 2015 or 2016 and you have a dependent child, you can also
benefit from joint-return rates as a qualifying widow(er).

® Exemptions (lines 6a to 6d). Remember to include a social security number for any
dependent who was at least one year old on December 31, 2017. If your child
does not have one, obtain Form SS-5, Application for a Social @A
Security Number, at http://www.ssa.gov/online/ssa-5.html. /

If you are unable to secure the social security number before the \J
filing deadline, file for an extension of time to file. Filing Tip

Form 1040, Line 7. All compensation

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

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

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

Form W-2.
If your cash housing allowance designated and paid by the employer exceeds @

the lowest of (1) reasonable compensation, (2) the amount used to

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

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

on line 7.

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

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

If you haven’t yet received any of the statements due to you, Qouractual housing expenses. /
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call the issuer to get them. If you received more than $1,500 of taxable interest income in
2017, you must also complete Schedule B.

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

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

Line 9a: Enter as dividend income only ordinary dividends, not Most ministers do not have to file a
capital-gains dividends paid by mutual funds, which are reported separate schedule if interest or dividend
on Schedule D. Your Form 1099-DIV statements show the income is 51,500 or less. Only the totals

amount and type of ordinary dividends you received in 2017. If need to be reported on Form 1040.

you received more than $1,500 in dividend income in 2017, you
must also complete Schedule B. Remember: Earnings from a money-market mutual fund are
considered dividend income, not interest income.

Line 10: If you received a refund of a state or local tax in 2017 that you deducted
on Schedule A in a prior year, include the refund here.

Line 12: Even when you file as an employee for income tax / Filina Ti
purposes, you will probably have some honoraria or fee income gtp

from speaking engagements, weddings, funerals, and so on. This Form 1040, Line 12.The only
income, less related expenses (see pages 41 and 50), should be ministerial income that should be

reported on line 12 is fees from
weddings, funerals, speaking engage-
Line 13: Enter capital-gains dividends here if you had no other ments, and similar income. Unreim-

. . . bursed expenses related to this
capital gains or losses in 2017. income sh’z)uld be deducted on

Line 15a: Report as IRA distributions even amounts you rolled QChedUIe C or Schedule C-£Z. /
over tax-free in 2017 from one IRA into another. On line 15b,
you will report as taxable the amount of any IRA distributions that you did not roll over minus
any return of nondeductible contributions.

reported on Schedule C or C-EZ and entered on this line.

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

Line 20a: No more than 85% of your social security benefits can be taxed for 2017 and none
at all if your provisional income is below $32,000 on a joint return, or $25,000 for singles. If
your income doesn’t exceed the threshold, leave this line blank. If it does, use the worksheet
on Form 1099-SSA to compute taxes on your benefits.

® Adjustments to income (lines 23 to 37). Line 25: Health savings account deduction.
Contributions made by a taxpayer to a health savings account (HSA) up to $3,400 for an
individual plan and up to $6,750 for a family plan are deductible on this line. Individuals who
have reached age 55 by the end of the tax year are allowed to increase their annual contribution
for years after 2017.

Line 26: If your employer paid directly or reimbursed you for your qualified moving costs
incurred in 2017, these amounts would not be included as compensation on your Form W-2.
Therefore, you would have no moving expenses to deduct on line 26. However, if part or all
of your moving costs were not paid directly or reimbursed, deduct these expenses here.
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Line 27: One-half of your social security tax that is deductible for income tax purposes is reflected
on this line. This number comes from Schedule SE, Section A, line 6 or Section B, line 13.

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

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

deduction and identify it as indicated.

Tax computation (lines 38 to 56). Line 40: Claim the standard Filing Tip
deduction only if the amount exceeds what you could write off

in itemizing expenses on Schedule A. For 2017, the standard Form 1040, Line 54. If you made
deduction is $12,700 joint, $9,500 head of household, and contributions to a 403(b) or 401(k)

plan, and your adjusted gross income
was $50,000 or less, you may be
eligible for this credit. The credit is
also available for contributions to
either a traditional or a Roth IRA.
The excluded portion of minister’s
of the employee contributions made to a retirement account housing does not reduce this credit.

or IRA (must complete Form 8880). K /

$6,350 single. The amounts are higher if you or your spouse is

65 or older or legally blind.

Line 52: Taxpayers with adjusted gross income of $50,000 or
less may claim a credit on this line equal to a certain percentage

Other taxes (lines 57 to 63). Line 57: If you are a qualified minister (see pages 7—8) and have
not opted out of social security, you are self-employed for social security tax purposes. Your
social security is not withheld by your church but is calculated on Schedule SE if you had net
earnings of $400 or more and paid with Form 1040. The tax is 15.3% of the first $127,200 of
2017 self-employment income and 2.95% of income above $127,200. If your total wages and
self-employment earnings were less than $127,200, you can probably save time and headaches
by filing the Short Schedule SE on the front of the SE form.

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

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

Line 65: Don’t get confused: Even though you made your fourth-quarter 2017 estimated tax
payment in January 2018, it’s counted on your 2017 return.

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

Refund or amount you owe (lines 75 to 79). Line 79: The IRS assumes you must pay the
estimated tax penalty if you owe $1,000 or more beyond what you've paid through withholding
or estimated tax and the amount due is more than 110% of your 2016 tax bill. You may
qualify for one of several exceptions, however. Use Form 2210 to prove your case.
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Schedule A (Itemized Deductions)

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

® Medical and dental expenses (lines 1 to 4). Don’t overlook the cost of getting to and from the
doctor or druggist. Write off 17 cents per mile plus the cost of parking. If you didn’t drive,
deduct your bus, train, or taxi fares. The cost of trips to see out-of-town specialists and as much
as $50 a day for the cost of lodging when you’re out of town to get medical care count toward the
7.5%. Include all your health insurance premiums, as well as Medicare Part B premiums for 2017.

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

® Interest you paid (lines 10 to 15). Line 10: If you bought a house during 2017, review your
escrow or settlement papers for any mortgage interest you paid that was not shown on your

lender’s year-end statement. If you paid interest on a second mortgage or line of
credit secured by your home, include the interest expense here. j

As with real estate taxes, it is possible to deduct mortgage interest ~~~ \
as an itemized deduction even if the interest is included in Filing Tip

housing expenses subject to a housing allowance. Interest paid

on a secured mortgage is deductible on Schedule A regardless Schedule A, Lines 6, 10-12. These

lines relate to the most significant tax
break available to ministers who own
their own homes. Even though real
estate taxes, mortgage interest, and
points are excludable under the

of how the proceeds of the loan are used. However, the only
mortgage interest properly includible as 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 your child’s college education is deductible on housing allowance, subject to certain
Schedule A but does not qualify as a housing expense for limits, the same amounts are
housing allowance purposes. Qeductible as itemized deductions. /

Don’t overlook points you paid to get the mortgage. All of the
points are generally deductible as interest here. Points paid for a refinancing must be amortized
over the life of the loan. However, you can deduct on your 2017 return the portion of all points
paid that correspond with the percentage of your refinancing used for home improvements.

® Gifts to charity (lines 16 to 19). Line 16: For gifts you made in 2017, you

must have written acknowledgments from the charity of any single gifts of $250
or more and for all gifts of cash. j

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

® Job expenses and other miscellaneous deductions (lines 21 to Schedule A, Line 21. Since the
27). Don’t assume you can’t surmount the 2% AGI floor on deduction for meal and entertainment
these miscellaneous deductions. A wealth of employee business, expense is limited on Form 2106,
investment, and tax-related expenses—from job-hunting costs expenses claimed on lines 21 to 23

are reduced by 2% of your adjusted
gross income, and the standard
deduction may be advantageous for

to tax preparation fees—are deductible here. And if you bought
business equipment required by your employer and you were not
reimbursed, you can write off its entire cost up to the 2017 limit. .

) you. Using an accountable expense
(However, see the allocation of expense rules, page 29, and reimbursement plan to reduce or

examples on pages 42 and 60.) eliminate unreimbursed expenses

Q generally a wise move. /
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Sample Return No. 1

Accountable expense reimbursement plan Housing fair rental value test applied

Minister owns residence 403(b) contribution by salary reduction and

Pays federal taxes through voluntary withholding employer contributions

Church reimbursed nonqualifying moving Application of Deason Rule

expenses
Minister considered to be an employee for income Business Expenses, Itemized Deductions, Housing,
tax purposes with an accountable business and Other Data:

expense plan. 100% of church-related expenses (including 9,412 business

The Browns live in a home they are personally miles) paid personally were reimbursed by the church under
purchasing, Pastor Brown has entered into a an accountable expense plan, based on timely substantiation
voluntary withholding agreement with the church, of the expenses.
and $12,000 of federal income taxes are withheld. Expenses related to honoraria income:
Parking $ 25
Income, Benefits, and Reimbursements: Travel —
Church salary $64,850 929 x 53.5¢ per mile 497
Christmas and other special occasion gifts Meals and entertainment 50
paid by the church based on designed Other 200
member-gifts to the church 750

. . . Potential itemized deductions:
Honoraria for performing weddings, funerals,

and baptisms 650 Unreimbursed doctors, dentists, and drugs 1,500
State and local income taxes:

Honorarium for speaking as an evangelist at 2016 taxes paid in 2017 400

another church 1,000 Withheld from salary 1,600

Mutual fund dividend income: Real estate taxes on home 1,000

Capital gain distributions 150 Home mortgage interest 14,850

Interest income: Cash contributions 8,200
Taxable 175 Noncash contributions — household

) furniture/fair market value 266

Reimbursement of self-employment tax 12,000 Tax preparation fee 200

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

Moving expenses reimbursed under a

nonqualified plan (see page 44) 6,750
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£1040

Department of the Treasury

U.S. Individual Income Tax Return

reernal Revenue Service [i=]=]]

2017

OME Mo, 1545-0074 | IRS Uss Onk—De nel vweils or stsples in e goes,

Far the year.dan, 1-Oea. 31, 2017, or other tax year beginning JAF, ending a0 Sea soparale instruclions,
Wour first name and indial | ast namie: Your social security numbar
. ' '
Milton L. Brown 541 16i 8194
If @ jomt raturm, spausa’s first rame and initial Last name: Spouse's social security number
Alessia 5. Brown 238 49; 7249
Homi address [mumber and steact], Fwou have a PO, box, sea instustions. Apt, no,

418 Trenton Street

‘ Makie sure the SEME) awove
and on ne SC &a cHTect

City. town or post alfice, stabe, and ZIP cade. |f you havz a forzign andress, aso complete spaces oelaw (see instrustiansg).

Springfield, OH 45504

Pracsidaitial Election Campsalgn
Grck barg F wou, orpour spouse Filing

Foreign country name

Foreign provinoce'slalefzounty

Foreign pastal cace

joiritly, want £3 Lo oo o this funcl Thesching
a box bedow will not charge your 2k or

radund ] vou [] Spouss

Filing Status 1

Check anly ane

_] single
2 E M
3 ] Married filing separataly. Enter spouse’s S5 abavs

Married filimg jointhy (2ven if only one had incoms)
chikd's name nere, e

4 D Hesd of housslcld [with quelifdng perscnl. (S8 Inatractions)
#the qualtying cerzon 12 a child but rot your depensant, enter this

Do, ard full nama hares. k= 5[] Qualifying widow(er} jsee instuctions)
Exemptions 6 [X Yourssl. If scmacne can claim you as & depandant, do not check box Ba . ] E:g:;lmﬂd 2
b [ Spouse e . e [:i].;i-rj-'l.-j.ﬂ. .I?. "“‘gfﬁhh"d""
. . i kil under ags o al
) e v caleo e | st oy | VAETUNGmonis  *ivedwithyou 1
Charles Brown |[514:43 9196 | Son o aaparation o
If mare tham fowr 1 [l {see instructions}
dependents, see 0 Dependents on B
instructions amd nal 1 sk
check here =] ] P —
d  Total numbser of exempticons clalmad .o . lirvas abowa | I—
Income T Wages, salaries, tips, eto. Attach Farmiz) W-2 Incl, Exces.a Houslng Allnm 5] oo | 7 38,850
&8s Taxable interest. Attach Schadulz B i required P aa 175
b Tax-exempt Intaraat, Do not Incluce on line Ba | Bb | |
:r;?_:r:'ﬂﬂ s Ordinary dividends, sttach Schedule B If required . oa
attch Forms b Qualified dividends | a0 | | ]
W=2G and 10 Taxahle refunds, credita, or affssts of atate and local Income taxes 10
1095-R if tax 11 Alimony recehied . 11
was withheld. 12 Business Income or [Joss). Attach Schedule G or C-EZ 12 1,120
13 Capital gain or joss), Attach Schedule DI reguired, | not requlreu cneck nere Ir IEI 13 150
'f:l‘:‘”;idz it 14 Other gains or {osses), Atach Form 4797 | . 14
EM ?m-_;u;ﬂmr.g_ 158 IRA distributions 15a B Tawakde amcunt 150
18a  Penslons and annuities | 18a b Tawalde armcant 16k
17 Rental real estate, royaltles, partnerships, 5 cofporations, trusts, e, Attach Scheduls E 17
18 Farm income or Joss), Attach Schedue F 18
18 Uremnploymeant sompensaticn C e 19
20a  Social securlty benefits | 20a | | | b Taxabie amount 200
2 Other Income, LSt type and amaunt B Rl
22 Comblne the smounts In he far tight column for INes 7 theaugh 21, This 1S your tatal income w 22 60,295
. 23 Educator experses . . . . e v 0. .| 23
Adl usted 24 Caortaln business expensas of resendsls, pa-'lmrln'; arflsts, and
Gross fos-basia govemment officiale. Attach Form 2106 or 2106-E2 24
Income 25 Health savings account deduction. Altach Form 5889 25
26 Moving expenses, Allach Farm 3303 . .| 28
27 Deductible parl of sall-srnpleyment t, Atlach Schaduks SE NF 5,988
28 Soll-employed SEP, SIMPLE, ared gualified plans 28
2 Sell-employed heallh insurance deduclion 29
30 FPanally an early withdrawal of savings . a0
Ha  Alimony paid b Recipient’s S5M = Ha
a2 IRA daduction . a2
33 Student loan interest deduction 33 1,206
<2 Rasarvad for fuburs wss Lo 34
a5 Domeastic production activities dsducﬁun Ntach FCTITI EI!EIIJE- 35 dl
36 Add lines 23 through 35 . e 36 7,894
37 Sublract line 36 from line 22, This is yDur ad]usl:ad gms inmma .. . . . = | a7 52,401
Far Disclosurse, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Cat, M, 11320A Foern 1040 F017)

Line7 —

See page 43 for the calculation of the excess housing allowance.

Line 27 — See page 31 for the explanation of the self-employment tax deduction.
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Formm 1020 1201 7] Page 2
38 Amountfrom line 87 (adusted grossincome) . . . . . . L . . . . . . . 38 52,401
Tax and 3088 Check | [ You wsre barn bafors Janusry 2, 1953, [ Elind. ] Total baxas
Credits if; O Spouse was bom befors Jaruary 2, 1953, O Blind. / checked & 3%a
b Hyour spouse temizes on & separate rstum or you were 8 dual-status alen, checkherse 20607
[ Standard 40  hermized deductions {fram Schedule &) o your standard deduction jses left margln) . 40 26,316
:;Brd_l'lmlun 4 Subirss! ine 40 Trom ling 36 .. | 41 26_. UEE
+ Broplewho | 42 Exemptions, ffins 28 & $156,900 or ess, rum:h 31 Eu.ll:r, 1an.|11:|erm||196‘-:| Qﬂ'uama& 588 rElnuctiore | 42 12,150
pheckatly | 4% Taxable income. Subtract line 42 from line 41, i lins 42 i mara then line 41, snter o= . . | 43 13,935
m':"_[_lfﬁ'nﬂ' 44 Tak e instuctionsh Check i arg freee a [ Formis) 8814 b ] Form 4572 o | 44 1,3?3
‘-:Iléulrga-r'r a | 46  Altermnative minimum tax (soo instructions), &tlach Form 8251 . n s . & 45
Py " a6 Excess edvance premiumn tex credit repayment. Attach Form gBe2 . . . . . . L . di
nslniCtEng, | gr e lines 44, 45, andl 48 . . e ) 1,378
;ﬁl:::m 48 Foraign fax creci. Atach Form 1116 |f requlrad | 48 '
Marnr:d filing | 4% Credit far child and depandsent care expensas, Atlach Form 2449 49
separdlely | 5o Edusation credits fram Form B8S3, line 19 .. 50
Marred filing | 51 Relirement savings conlributions credil, Mbach Form BERO | 51
e B2 Child tax cradit, Attach Scheculs BE12, if required . 52 1,000
dgoeet | 88 Residential energy credit. Attach Fom 5695 . . . 53
Head af B4 Ciherernvils from Foem o ] 3800 b []8a01 < ] 54 el
housshold. | 85 Add lines 48 through 54, Thesa are your totaleredits . . . . . . . . . . . . |58 1,000
" 4 56 Subtract ina 55 from line 47. If line 55 is mors than line 47, enter-0- . . . . . . ® | 5§ 378
57 Self-employment tax, Atach Schedule SE . . o 57 11,975
Other B8 Urreporied social security and Medicare tax from Form al ]4137 B[ Jana . . | 58
Taxes B Addilional 1ax an IRAs. other qualiied relirement plans, stle. Atlach Farm 5323 i regquieed . . 54
Bla Houschold employment taxes from Schedue H . 0 R Bla
b First-time homsbuyer credit rapayment, Attach Form 5405 rf ranL rsl:l S . i i . L)
B1  Health care: individual responsiod 2y (aee netructione)  Full-year coverage EI : N 61 |
B2  Taxssfrom: & [ |Formegss b []Formassl e [ Instructons; enter codela) 62
B2 Add lines 56 through 82, Thisisyourtataltax . . . . . . . . . ™ | B3 12,353
Payments 64  Federsl income tax withheld from Forms W-2and 1099 . . | 84 12,000
T B5 2017 estrated tax payments and amount spplied from 2096 retum | 65
PyoUPEVEd ges  Eamed income credit [EIC) . . .. . . . . |o6a
qualitsing
chlld, attach b Montaxabls comzat pay eleclion | Gib | | r
Schadua EIG. | 67 Addrioral child tex cradit. Attach Schedule 8812 . . . . . | 6T
S BB Arnerican appartunity credit Trarm Form BEED, line 8 ., . | 68
B8 Melpremivm tax credil, Attach Farm sz . . . . . . | &9
T Amount paid with request for extengionwofile . . . . . | TO
Fal Expass social secunily and Ler 1 ARTA lax wilhbeld . . . . | T1
T2 Credt for teceral tax on fuels, Attach Ferm 4136 . . . . | T2 |
73 CoedistomFomr a []2428 b I Resved @ (] 0805 o ] 73 |-
74 Add linss 64, 65, 66a, and 67 through /3. These are your total payments . . . . . & | 74 12,000
Refund T line 74 s moee than line 63, subibract ee B3 fram ling 74, This is the amount you averpaid 76
T6a  Amount of fne 75 you want refunded u: rnu If Form 8884 is attached, chack hers . ™[] | T6a
Drect sepeaity ® b Riouting number i i o Typa: [ {‘m:-dcrq |:| Sa'.'lngs
See * d Account nurmber | | |
instciians.
7T Amount of lina 75 you wanl applied to your 2313 estimated tax » | 77 | L
Amount 76  Amount you owe. Subtract lins 74 from lne &3, For details on how to pey, see instructicnz & | 78 353
You Owe 70 Estimated tax penalty [zee instuctions) . . . .. .| Ta | T 1
Third Party D woou wan? 1o dlow anathe person lo discuss this seturm with the IRS [ses imstrections)? [ Yes, Complste balow, ] Ne
Designee  _uma & - S Porenalemicaion | ————T—]
Sig n I.h_d..'r pranebias of parjary, | G ks ht | MiH e this sehie m? ACEONERT ity s:{_‘»d\.h: and shatamants, ._r-d T T bl ! vy Mol iacip ndd Bl i, oy ara rus, Comecd, and
zocuratoty st ol amouns and souroes of noome | socked cunng the sae voar, Doolarmon of propancr jother dnam t2gargen s based on 2 domiation of which orepares has o imowledge
Here Tour sinakare et OUT SECUBELon Diaytimia phare numbes
L I S W '.\,,.r.ﬁw.» ﬁ{q&.a-mﬁl 4/15/18 | Minister
Haep a nopy for Spousa’s signaturs., Irmiﬁ.mm sOn. | Date Spouse’s accupation ;1Nh= Hﬁsrﬂ'ﬂ}:l.;nlﬂwﬂtj,'ﬁ\omcrnn
o oot {M . 4/15/18 | Housewife pssemires| | 1 1 1 1
Paid Frit/Typa preparees rame Praparer's signature Dale chece [ 1ir RN
Preparer sel-amployed
Use ﬂl‘lly’ Frm's name. = Fimi's EIN »
Firm's address » Phzna no.
o T v pavEom TG40 for insrucons end the latast infomation, Famrn 10440 12017)

Line 44 — If applicable, be sure to use "Qualified Dividends and Capital Gain Tax Worksheet” in the instructions to
Form 1040.

Line 64 — The minister had income tax withheld under a voluntary withholding agreement with the church. Notice
that income tax was withheld relating to both the income and social security tax liability.
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SCHEDULE A
(Form 1040)

Cepermant of e Traszury

Itemized Deductions

F 30 Lo www.irs gow/Schedufed for instroctions and the latest information.

OME Ho, 15450074

2017

Arachmenmt

Infere) Redenue Serice 96 * Attach to Form 1040, Sequenas Me OF
mama]sl shoan oaFarm 1040 Your soclal securty numbar
Milton L. and Alessia 5. Brown 541-16-8194
Madical Cauthon: Do not Include expenses reimbursed or paid by othess, |
and 1 Wedical and dental expenses (see Instructions) . . . . . 1 1,500
Dental 2 Enteramount from Form 1040, e 38 | 2 | 52,40 I
Expenses 3 Mulliplyine2 by 10% 0.10) . . . 3 3,240 |
4 Subtract fina 3 from fing 1. If ling 3 s mors lhan |II‘|E 1 Errter —{I- 4 | 0
Taxes You 5 State and local (check only one box):
Paid a [X Incoma taxes, or SUELA ETADE & oS & o pE 2,000
b || General salea taxes l
6 Feal estate taxes (see nstructionsy . ., . . ., . . 8 1,000
7 Parsonal propesty taxes ., . ECR TR AR e A O S
8 Othar taxes. List typse and amnun'l P |
8 |
8 Add lings 5 hrough & . CE o o e £ 1 3,000
Interast 10 Homs mortgags interest and points rsputhd 11:\ you an Fr.tm 1HEIE| 10 14,850 ]
You Paid 11 Home mortgage imterest not reported to vou on Farm 1028, Hpaid [0 |
1o the persan from whom you bought the bome, see instruclions
HNote: and show that person’s name, identifying no,, end address &
Your martgage
intarest. T e -2
cecustion may {11}
belimited {528 42 Ppints nat reported ta ;-.rcuu on Form 1098, See instructions for |
instructians), special riles . ., . e .
13 Resarved . . . 13] | |
14 [restmant intesest, Aﬁafh Fr.)rm 49'-15‘ i quIIII'Ed S-ee Instmcﬂons 14 |
15 Add lines 10 through 14 .. 16, 14,850
Gifts to 16 Gifts by cash or check. If you msd? any qif'r nl’ $2"I.'] or mars, | Nl
Charity see instnactions. . . . o . B T 1| 8,200
Wy made g 17 Othar than by cash or Lhél.'.k IT any gllt af SEECI or more, S8
giftand got & inatructions. You must attach Farm 8283 if ovar $500 . . . 17 266 |
bansfitfor €. 48 Camyoverfrompriceyear . . . . . o 0+ . . . . . 18 |
SRS 49 Add lines 16 through 18 19| BAGE
Casualty and [
Theft Losses 20 Casualty or theft lossizs), Attach Form 4684, See Instnactions 20|
Job Expenses 29 Unreimbursed smployse expenses—job travel, union duss, l
and Certain job education, etc. Aftach Farm 2106 or 2106-EZ i required, |
Miscellaneous Sea instructions, & 21
Deductions 29 Tax praparation faes . . . = 200
23 Other expenses—investment, safe demsn bu:-: el Llst type [ |
and amount i
23
24 Add lines 21 through 23 AT 24 200
25 Entar amount from Form 1040, lina .SES 25 52,401 |
28 Wultiply line 25 by 2% (002) . . . |26 1,048 |
27 Subtract line 26 from line 24. If line 26 is move thnn hne 24 enter 4 Wiy 27 | 0
Other 28 Othar—irom list in instructions. List type and amount = |
Miscellaneous |
Deductions 28|
Taotal 28 | Form 1040, lina 38, over $156,9007
Itemized Xl No. Your deduction is nat imited, Add the amaunis in the far right column 16316
Deductions for lnes 4 through 28, Alzo, enter this amount on Form 1040, line 40, 28 ¥
T ¥es. Your deduction may be limitad. See the temized Deductkans
Waorkshest in the instructions to figure the amount to enter,
30 If you elect to temize deductions even muugh thq:q.I are less than your standard
deduction, check hers . . . O T P T P | i |
For Paperwork Reduction Act Notice, see the Instructions for Fomm 100, Cat. Ma. 1774350 Schedule A [Form 10440 2047

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

Line 21 — There are no unreimbursed employee expenses to deduct since the church reimbursed all the professional
expenses under an accountable expense reimbursement plan.




40 Sample Return No. 1 — Minister-Employee for Income Tax Purposes (Accountable Plan)

SCHEDULE G-EZ Net Profit From Business OME Ma, 15450074
(Farm’1040] {5ae Proprietorship) 5017
Digartenetl ol i Tracisgty * Parinerships, joint ventures, ete,, generally must file Form 1065 or 1065-B, P_lmrm
Imtaral Fovene Bervcn (3 * Allach 1o Form 1040, 1040MRA, or 1041, * See instructions on poage 2, Beequune Mo, 098
Fazrie ul propnabor Bocial security numbes (35M)
Milton L. Brown 541-16-8194
Part | General information
P |« Had husinase sxpanses of 55,000 or * Haad nin eemployses during the year,
lesg, = [o not dechuct axpenses b businass
You May Use ® Llse the casn method of acoounting, use ol waur hoine,
Schedule C-EZ * Didd not hava 8 Invandary at any tims Anel You: w. L ot hele priod Year Hndlidwted
Instead of dureng the year, - e *Cf:_fl'}' kasges from bhis
Schedule C L i | L5InaES, i
Dnﬂr If You: " E‘Iﬂll'nr?s;ﬂ\'& 27t s’ froim your # fre nol reguired 1o fik Form $582,
= : Diepresciation amd Armortization, for
* Had only ore business as eilher 2 sole this busness. Saethe instractions for
propretor, qualifed joint ventue, o Schedule 3, line 13, tofind out fyou
stafutony smpkoyea, st e,
A Principal business or profession, incuding product or seecion B Enier buningss code (ee pags 3
Minister p|B[7/2|0]0[0
C Businese namea. Il no saparate business name, ladve biank, O Enter your EIN [see page 2}

E Bisiness address (rokiding suits or room na., Address pol r|=|:|ui..'r.|i if =ame &% on page 1 of your bnx retum.

City, town oF post offoe, state, and 2P code

F Did you make any paymentsin 2017 that would requirs you to file Forrnis,l 10247 [EIEIE the Imstructions fos
Scheﬂule L+ HEREN ; . : i ClYes [Mho

] yn:ru ar wil yuu ﬁla requlred Fc\rrna 1IZIQ'3'? . TI¥es L[IiNo
m Figure Your Net Profit
1  Gross receipta. Cautlan: If this income was reportsd 1o yau an Form W-2 and the “Statutory
employes” box on that form was checked, ses Sta!m‘a.l}' ampioyess in the instructions for
Schedule G, oo 1, and check here . . . . L TR 1,650
2  Total expenses (s pags 2), If more than 53,000, vou must use Schedule & . . . . . . © 2 530
3 Met profil. Subtract foe 2 from bne 1, IF less than zera, vou must uss Scheduba C, Enter on both
Form 10440, line 12, and Schedule SE, line 2, or on Form 1040NR, line 13, and Schedule SE,
line 2 {ses page 2). (Statutory smployvess do not rapl::ﬂ't thiz amount on Schedule SE, line 2
Fatates and frusts, enfer on Form 1041, llme3 . . . . . b i die A 3 1,120

Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 2.
& When did you place your vehick In servics for business purposes? (month, day, vear) = 1/1/08

5 O th total numibar of miles you drove your vehicks during 2077, enter the number of miles you used your vehicle for:

s Busness 92 b Commungespage2) 1216 o Oer 929 (Sch.Crelated)
B Was yvour vehecle avaslabie for personal use during off-duty hours | P wE We & . EYes [INo
7 Do vyou jor your spouss) have ancther vehicle available for persoraluwse? . . . . o . . . . . . HlYes [INo
8a [oyou have svidence to support your deduction? . . . . . L . L, i v s o+ v REl¥Yes [JNo
b I Yes,” i the evidencewittent i T e d wite .+ Xves [INo
For Paperwork Reduction Act Notics, see the separats ingiructions. for Schadule G {Form 1IIHD:| Cart. K. 103740 Schedule G<EZ (Form 16440) 2047
Gross receipts: Expenses:
Honoraria (weddings, etc.) $650 See Attachment 1 on page 42
Speaking honorarium 1,000
$1,650

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

Schedule C (C-EZ).
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Scheduie SE [Form 1040 2017 Attachirant Sequanca Mo 1T Paga 2
Marne of parson wilk sel-employment incorre jas shown on Fonm 1040 o0 Foem 104080 Social securily number al person
Milton L. Brown with self-employment income 541-16-B194
Sectnnn B—Long Schedule SE
Self~Employment Tax
Note: If your only income subject fo self-amploymant tax is church employee income, see instructians, Alao aes instructions far the
definition of church emploves incame,
A If you are & minister, member of a religious order, or Christian Sclence practitioner and vou filed Form 4381, but you
had $400 or more of other net eamings from self-employment, check here and continue with Part | . >
18 Met farm profit or Joss) rom Schedula F, ling 34, and farm partirerships, Schadule K-1 (Form 1088),
box 14, code A Note: Skip lines 1a and 10 if you wss the farm optional methaod [ses instructions) 1a
b If you received social sscurity retirement or disability benefits, anter the amount of Conservation Resarve
Pregram payrments included on Schedule F, line 45, or isted on Schedule K-1(Form 1063), box 20, cede 2 [ 1b I
2 Met profit ar Joss) from Schedule C, line 31; Schedule C-EZ, line 3; Schedule K-1 (Form 1065),
box 14, code A {other than farming); and Schedule K-1 (Form 1085-8), box 89, code J1.
Ministers and members of religious orders, sea instructions for types of income to report an
thig line. Sae instructions far othar incema Lo report. Note: Skip this line il you use tha nonfarm
optional method {see instructions) . . . . 2 84,753
3 Comhbine lines 1a, 1b, and 2 . 3 84,753
d4a I line 3 is more than zera, multiphy line 3 I:-y 592 :35«5 [0, 9235] thanusa enter amaount rru-m Ine 3 | 4a 78,269
Mate: [fline da is less than $400 due to Consendation Reserse Program payments online 1k, s2e instructions,
b i vou elect ona or both of the ocptional methads, anter the total of lines 15 and 17 hare db
¢ Combine lines 4a and 4b. If less than $400, stop; you don't owe sell-amploymant tax
Exception: If less than 5400 and you had church employee Income, anter -0- and continue & | 4c 78,269
Ba Enter your church employes income from Form W-2. Ses
Instructions for definiion of church emplovee incomea . . . | Sa |
b Multiply line 5a by 92,.35% (0.9235), I less than $100, entar -0- | Sh
6  Add lines 4o and Sb . Li] 78,269
7 Maximurn amount of combined wages and self empl-::uyment eamings sut:qem to swal secunt}' |
tax or the §.2% portion of the 7.65% railroad retirement (tiar 1) tax for 2017 . .o 7 127200 00
Ba Total social security wages and tips (total of boxes 3 and 7 on
Formiz) W-2) and railroad retrement (tier 1) compensation.
If 127 200 or mora, skip linas Bb through 10, and go to lina 11 Ba
b Unreparted tips subject to seclal securty ta (from Form H137_ line 10 | 8
¢ Wages subjact to social security tax (from Form 8219, lne 10) Bc |
d Add lines 8a, 8b, and Bz . . . Bd
9  Subtract line 8d from line 7. if zaro or Iess, &nter U here *md on Ilne 1I.’J and gu::- tu::- Ilne 11 o] 127,200
10 MNultiply the smaller of ling & or line 8 by 12.4% [0.124) | 10 9,705
11 Multiply line & by 2.9% (0.029) . ) 1 2,270
12 Self-employment tax, Add Fres 10 and 11, Emer here anu:l an Fonnm-w Ilne 5? of Form1NDI~IFI Ine-ES 12 11,975
13 Deduction for one-half of self-employment tax.
Multiply line 12 by S0% (0.50). Enter the rasull hera and an
Form 1040, line 27, or Form 1040MR, line 27 . . . . . . | 13 5,988
m Optional Methods To Figure Net Eamings (see instructions) -
Farm Optional Method. You may use this method only if (a) vour gross farm income” wasn't more
than 7,800, or (b} vour net farm profits® wera less than 55,631, | |
14 Maximum income for oplional methods . . 14 | D200 00
18  Enter the smaller of: two-thirds (24} of gross farm |ncc:-me1 n:nu::-t Iess 1har| zer-;:uj ar $5 ECIU Alsn
inzlude this amaount on line 4b above | 15
Monfarm Gptional Method, You may use this method unhr if [a] aur net nanfarm :urcﬁts-‘were Iem than SJ 631
and also kess han 72.189% of your gross nonfarm incoma,? and (b) you had ret sarmirgs from ssif-amployrmant
of at least F00in 2 of the prior 3 vears, Caution: You may use this method no more than five times.
16 Subtract line 15 fram line 14 . . 16
17 Enter the smaller of; two-thirds [2/5) of gross nunfarm |noome“ in-::ut Iess 'Ihﬂl'l zercﬂ ar the
amount on line 16. Also include this amount on ling 4b above . 17

! Fraem Seh. F, line 3, and Sch, K-1 {Form 10EE), bax 14, code B

# From Sch. F, line 34, and Sch. K-1 {(Form 1065}, box 14, coda A—minus the
amolnt you waoukd have entered on line 1k Rad You mat uged the optional
methad.

* Fram Sch. C, Iir||.'-_31. Sch, C-EF, line 3; Sch, K-1 [Form 1063), bax 14, code
A; and Sch K-1 (Form 1065-B), boe 9, cods J1.

4From Sch. &, line ¢; Sch. G-EZ, line 1; Sch. K- 1|f arm 1065, box 14, code
i and Sch. [ Farm 1065~ Li’_l r:-::xEl toda J2

Line 2 — See Attachment 2 on page 42.

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 $127,200.

The Long Schedule is shown here for illustrative purposes.
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Attachment 1.
Computation of expenses, allocatable to tax-free ministerial income, that are nondeductible.

Taxable Tax-Free Total
Salary as a minister $ 57,850 $ 57,850
Housing allowance:
Amount designated and paid by church $ 26,000
Actual expenses 25,625
Fair rental value of home (including
furnishings and utilities) 25,000
Taxable portion of allowance
(excess of amount designated & paid over
lesser of actual expenses or fair rental value) $ 1,000 1,000 1,000
Tax-free portion of allowance (lesser of amount
designated, actual expenses, or fair rental value) 25,000
Gross income from weddings, baptisms, and honoraria 1,650 1,650
Ministerial Income $ 60,500 $ 25,000 $ 85,500
% of nondeductible expenses: $25,000/$85,500 = 29%
Schedule C-EZ Deduction Computation
Parking $ 25
Meals & Entertainment ($50 x 50% deductible portion) 25
Other 200
Mileage (929 miles x 53.5 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 40) $ 530
Attachment 2.
Net earnings from self-employment (attachment to Schedule SE, Form 1040)
Church wages $ 57,850
Housing allowance 26,000
Net profit from Schedule C-EZ 1,120
84,970
Less:
Schedule C-EZ expenses allocable to tax-free income (217)
Net Self-Employed Income
Schedule SE, Section A, line 2 (See page 41) $ 84,753
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Housing Allowance Worksheet

Minister-Owned Home

Milton L. Brown

Name:
For the period January 1 2017 o December31 ;o 17
Date designation approved December 20 ,20_16

Allowable Housing Expenses (expenses paid from current income)

Estimated

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

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

Personal property taxes on contents

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

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

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

10% allowance for unexpected expenses 2,364

TOTAL $ 26,000 $ 25,625 (p)
Properly designated housing allowance $ 26,000 (B)
Fair rental value of home, including furnishings, plus 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, line 7.
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22g2e Vaid :l a Emplmﬂlla_?l}g?lsa-lagfy nurnkzar ;%::::I Use B;ﬂr;r L3
b Employer identification number (EIN) T VWanes. fipe, ot companaation S Feder e e
3s-97N7 57850.00 12000.00

& Employer's name, addreas, and ZIF code

Magnolia Springs Church
4805 Douglas Road
Springfield, OH 45504

3 Social escunily wages

4 Socig! securily tax withheakd

5 Medicee wages and fips

B Medicare tax withheld

T Social secuniy tips

B Allecated tips

d Control rumber

# Venlication coda

10 Dependant care banafits

15 Suie

f Emploges's sddness and ZIP code

Employer's state 1D number

|OH | 677803

18 State wages, Hips, eoo,

27850.00

17T Stabe income tax

1600.00

& Employes’s firgd narme and inilial Last name Sufl. [ 11 Maengualilied plans gﬁ Sea irstructians for bax 12
Milton L. Brown i E | 500
B e e ey | 12
418 Trenton Street L] K ] |
Springfield, OH 45504 14 Cther o |
-
Housing Allowance 12d
26,000 i

18 Looal wages, tips, sto.

18 Local income tax 20 Losakty nams|

o w-z Wage and Tax Statement
m

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

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

2017

Dapartmeant of the Traasury—Intarmal Ravenue Service
For Privacy Act and Papersork Reduction

Act Notice, see the separate instructions.

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

Gat. ko, 101340

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

$ 57.850

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

Pastor Brown was also reimbursed for $6,750 of nonqualified moving expenses. He failed the distance
test in that his new principal place of work was less than 50 miles farther from his old residence than
the old residence was from his old place of work.
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Sample Return No. 2

Nonaccountable expense reimbursements Qualifies for the Earned Income Credit
Minister occupies a church-provided Church did not reimburse moving expenses
parsonage Application of Deason Rule
Pays federal taxes using Form 1040-ES Tax Saver’s Credit
Minister considered to be an employee for income Books (less than one-year life) 100
tax purposes with a nonaccountable business Supplies 250
expense plan. Entertainment expenses 1,207

Continuing education tuition (related

The Halls live in church-provided housing. to church employment) 500
!
Travel expense related to honoraria (Schedule C-EZ):

Income, Benefits, and Reimbursements: )
Airfare 2,042

Church salary — Donald $ 11,000 .
Business use of personally owned auto
Salary — Julie (W-2 not shown)/ 2,340 x 53.5¢ per mile 1,252
Federal withholding of $250 13,350 Lodging 400
Christmas and other special occasion gifts Supoli 200
paid by the church based on designated upphes
member-gifts to the church 500 Potential itemized deductions:
Honoraria for performing weddings, Unreimbursed doctors, dentists,
funerals, baptisms, and outside and drugs 3,050
speaking engagements 5,200 State and local income taxes 460
Interest income (taxable) 750 Personal property taxes 300
Reimbursement of self-employment tax 2,100 Cash contributions 3,310

Business expense allowance Housing data:

(no accounting provided to church) 1,700 Designation 2,000
Actual expenses 1,000
Business Expenses, Itemized Deductions, Fair rental value, including furnishings
403(b) Contributions, Housing Data, and and utilities 11,150
Moving Expense Data: 403(b) pre-tax contributions for

Pastor Hall: Voluntary employee
contributions made under a salary
reduction agreement 500

Church-related expenses paid personally:

Business use of personally owned auto
(W-2 related) 8,007 miles ) "
Personal nondeductible commuting 2,432 miles Moving expenses (deductible) 1,183

Seminar expenses: . . .
P Estimated $24,500 in income for health insurance exchange

Airfare $675 subsidy at the beginning of year
Meals 233 Form 1095-A reports $12,153 on lines 33A and 33B, and
Lodging 167 $11,653 on line 33C

Subscriptions 200
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:104

Cepariment af the Treasury —Imernal Reverde Serios

2017

LS. Individual Income Tax Hﬂt“m ORE Mo, 16450074 | IHE Use Ony—LUe not wes or ssapks 5 i spacs.
Fur the year Jen, 1-Des. 31, 2017, or ather lae yser beginving L 2T ending 20 Ses saparate instructions,
¥our fiest rames and incial | st reme Your saclal security numbar
Donald L. Hall 482 111§ 6043
If a jzint ratum, spousa’s first name and initial Last namea Spouse's sooial security numbser
Julie M. Hall 720 {92 {1327
Hame sddrass rwrrber ared slreel), §Dvou have 2 PO bowx, ses irsioctione. Apd ri.

804 Linden Avenue

‘ Blake sure the SEMN[s| abows
and o line fig A coract,

Ly, horwm e post oflica, sath, and FIF cede. IFyad have 2 famion acdwass, asa comekera spacks belnw (sae insturiions].

Pensacola, FL 32502

Faraign countny name

Fomign prosinca’state/county

] Frrsign postal code

Prasidential Election Campsign
Check here i pou, orpowr spouss g
joindy, wam £2 1o goto tis fund. Chegking
= boa, balow wil not change vour laa o

el [ ¥eu [] gpouss
Filing Status 1 L] single 4[] Head of kousshcld iith quaifying person). (See instructions.)
2 [¥ married filing jointly f2ven if only one had incomes) It sh cuAlRrg persar s a chils bt net yaur Separdant, anter this
Check anly one 3 [ married fiing sapaeately. Fnier spouse's SSN above chikde e bere, b
b and full narmee hane, B B[] caualtying widow]er) [ses nstructions)
Exemptions Ba |E| Yourselt. If acmeone can claim you &3 & depandant, do not chack box Ba . . } m::ﬂwhﬂd
b (X Spouse ) .. I.d] SEn S S o of chldran E—
H Dependent's nikam’s = PGk under age L] .
{11 le:M nn?:pa“dam 258 nami “‘:“!:r“:l:"ﬁ“ mramber rﬂl: ?:iabu L cuﬂr'rﬂ Ff;l!?ixlmdl : Lﬁ:mzy:;-. _2_
David K. Hall 514:42 (7465 Son [x] L"“,:ﬂ“;:i‘h"ﬂw
Ifimeara than four Sarah E. Hall 416 49 9125 | Daughter [ ([aae matrctione}
dependants, sea : : W Dapatdaits an 6o
irstruchions and ! nal anlared shove
check here B i ] Add numbers on
d  Total number of exermptions claimad P lines abave
Income 7 Wages, salates, tigs, ete, Aftach Formis)wi-2 Incl, Excess Housing Allow, 51,000 | 7 27,150
8a Taxable intarast. Attach Schedule B if required . = Ba 750
b Tax-exempt intsrest. Do not Include on line Ba . &b | |
e R 8a  Ordinary divicdencs, Atlach Scheclls B I required R
attach Famne b Qualiied dividends o o | |
W-2G and 10 Taxable refunds, cradits, or offsets of state and local income tares 10
1099-R if tax 11 Alimony meosved | . 11
I 12 Businesa Incom or floas). Attach Schedule G or G-EZ 12 7570
13 Capital gain or Joss]. Attach Schedule D If required, If net rsqulred check here & I:I 13
"j'f“,;jﬂ""‘ 14 Other gains or (osses). Attach Form 4797 | C e 14
g;a?nst;;:ﬁwa_ 158 IRA distributions 15a | b Texsble amowit 150
16a  Pengions and anrwilies | 18a | b Taxable amount 16k
17 Hental real =state. rovaltiss, partnerships, 5 corporations, frusts, ste. Attach Schedule E 17
18 Farmm income or joss). Attach Schedula F . 18
18 Ursmployrmient compensation e Coe e 14
208 Social escurity banefita | 20a | | b Texable amount 20t
21 Other income, List type aod amount 21
22  Gomibing tha emounts in tha far rght column for lines 7 Bircugn 21, This is vour total income # 22 30,420
; 23 bducetor expenssa . . . . 23
Adjusted 24 Cartain business expenses of reservists, sedarming arlists, and
Gross fea-basis goverrment oficits, Alach Form 2106 or 2106-E2 24
Income 25 Health savings sccount deduction. Attach Form BESS 25
26 Moving expenses, Attach Form 3803 26 1,183
27 Deductible part of ssi-amployment fex. Attach Schedulz s [z 1403
2B Sef-employed SEP, SIMPLE, and qualified plass | 28
28 Self-employsd health insurance daduction 28
30 Penafty on early witrdrawsl of agvinga . . 30
Ala Aoy pad b Recipient's S5 & ! | Ha
32  IRA daduction . a2
33 Student loan Interest daduction . 33
A4 Aaserved for futurs use )
85  Domestic production activities de-:lum:-'l Artsm Fu:-n'n =ik ] 35
36 add lines 23 through 35 .. 36 2,586
A7 Subdract line 35 from line 22, This is your adjm-tod grossincome . . . . . k | a7 27,834
For Diacloaure, Privecy Act, and Paperwork Reduction Act Notice, see separate Instructions. Gat. K, 115208 Formn 1040 2017

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

page 61).
Line 27 — See page

31 for explanation of the self-employment tax deduction.
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Form * £ G 7) Hags &
38 Amcunt from ine 37 [adjusted gross income) A o VT W 38 27,834
Taxand 38 Check | [ You wers bom bafors danuary 2, 1953, [ Bind, Imm boxes
Credits It; [0 Spouse was bom befora Jenuary 2, 1953, [ Bind. ) checked » 30a
b |tyour spouse Remizes on a saperalz relurn of you wera @ dusi-status lisn, chack herew  3se[] 0
i Standard 40  emized deductions from Scheculs &) or your standard deduction fs=s 1sft margin} 40 12,700
Deduclion "1 Subtact line a0 fom line 38 . M 15.134
« Pogplewno | 42 Exemplions. I§ e 3815 5155900 or l=s, nllll'pr_r id.!’l.‘.!’l I:J_,l T miin |JlH' an bne fig EI1I|"'W-;¢ it I'ui uclians | 42 16,200
gmni':,.',‘namn 43 Taxable income. 3ubirnsd Ine 42 from line 41, 1P lino 42 is maors than line 41, arter -0- a3 D
:;l%;;;’ge“r 44 Tex (zes natructions), Gheok if any frome &[] Formis) 8814 b ] Formanys ¢ ] a4
clamwd gz a | 45 Alternathie minlmum tax j2ee Inetructions). Attazn Form 8251 A5
dapmrlmr 45 Excoss achance pramium tax orecd repaymeant, Attach Forn 8962 vow e e |48 68
isixctiors, 47  Addfinesd4,45.and A6 . . . R v P R el 68
:i':l):::m A8 Forelgn tex credit, Attach Farm 1116 Mq.ured AT 4B il
Wiried fikng | 49 Graditfor chilz and dependent car expenses. Aftach Fom 2441 48 !
S| 80 Edlucetion creits from Form 2269, fne 18 . 50
Mamed titng | 51 Fetiremen: savings contributions credi., Attach Form HB&.‘I 51 &8
‘g,_',"“i{-,?’ B2 Chig e ool Altach Schedule 5812, 1 requined. : 52
glaolen. | 83 Residantal snargy credit. Attach Form 5695 . 53
Head of 54 Cher creditzfram Fame s ] 3800 b6 1 8800 & [ 54 il
Eg‘_aﬁ%"“u- 55 Achd ines 4B throwgh 54, Thess are your total credits © . o st e e GE
%_?MJL‘UM lir= 55 froim lin “f?_ I1 Il 55 s r||: re l.h_m Iuﬂ epifer - I:I SR [ ] 55 _._.D_ —=
&7 Sei- arrpk:q.lm—nuax Attsch Schedus 88, _ G o R R i G 2. B06G
Other 58 Usreported social sscurlty and Mecscare ta tram Form: & ] 4137 b [ Ema 58
Taxes 53 Agditioral tax on [RAa, other guelfied rstirement plane, ste. Attach Foom 5328 if reguirsd b9
6a  Household empleyment e o Bobedule H . 4 e e wReE #i G0a
b First-tree homebuper credib resaymant. Altach Porm S406 if r“qulr\“d S e A &b
81 Haalth cars: individual responsibility (sea instuctions]  Full-year coverags [X] L}
62  Teeesfom: a _|Formd3d b [ FormE280 o [ Instructions; enter codeis) [
63  Add ines 56 throwgh &2, Thislsyourtetaltax . . . . . . . . . . . . . ®» | &3 2806
Payments 64 Fedesal mcoms b williveld frem Foema W-Zand 1088 . | B4 250 B
T 88 2017 eslimatad tax payrraris end emount appied from 2016 retum | 65
liou"353  g6a EamedincomecreditfEIC) . . . . . . . . . . |66s 3,933
qualifying 1 EBlleee——————=
child, mitach [® Meartanatde combal pay election | BBB | - T
Behardule EIG, | 87 Additicnml child b sredit, Alttach Bohariéa BB12 .| 87 2,000
68 Arnevican ocpporiunty credit from Form 8863, lined - . . | BB
68 MNet pramium tax credit, Attach FoemBBB2 ., - - . . | B8
TG Amount pald with reguest for extension to fie . S
T bxcess soclal escorty end tiee 1 RRIAtaewitbhed . . . 0 | T
T2 Cradit for federal tax on fuels. Atach Form 4136 . R
73 Credismu-Ford a | 2439 b [0 Peened 0 || 8885 o [ 73 J
T4 Aadd ines 84, 85, G6a, and 7 through 73, Thess ire your lotal payments v s 7 £,203
Refund 75 If bna Tdia more than line &3, subtract line &3 from line 74, Thig e the armount you owerpald 5 3,347
Tda  Amount o line T6 you wand r=lund=l;ﬁ toyou, Il Form BB is altached, check here ] 76a 3.397
Diract depasiiy ™ B Routing numbsr i *c Type ||_| Gl'ecklng :—| \*:-al.lmgs i
See » d Account numoer i |
Malrotang: TP favaund of Ine 75 yau want applied 1o your 2018 estimaled b - ?"." | | L
Amount T8 Amount you owee, Subtract fna 74 from line 63, For doteds on how b pay, sea instructions = | 78
YouOwe 79 FEstmatedtaxpsnatty (sesinstructions) ., . . . . . | 78| | |— =
Third Party Do you want to allow another person to diacuas this retum with the IRS [eeinstructions)? [ Yes. Complete below, |: Mo
Dasignea Dangiee's Phona Pergoial idenlification
raTe b o, ridm b (P | I_']_T_I_‘I_I
Sign ..i'ue'-x'a.l.lesotpl.—:._lry. declare 'nu:l!u?m anom n:_rl e n:r'_'m and oM pany G ':.:.rn-aum ord siabsmems, ond '.D1"lt.:bﬂ1dT§' mm:u_:ru:.-em‘._m u\e‘f’.n u:n:nci.n"d
arvorabaly L el gl smcuste amd stussm clincomes | pesesd doning the les yesr Dashbirstion of prepane Grber than taspasw) i bessd on wl inlrmsfion ol whics prejmmehes sy kel
HEFE Ahie [RE1Y Yoaur pooipatizn | [eyme phena rumbar
A m@?’ﬂmﬁf— 4/15/18 | Minister _
Keep u oopy Tor Spa enates: i a jrin] retern, both must sign. Clate Srousa's cooipatizn t'IJ!:IF..'.'-, zeel you an icenlizy Provestion
A W Ve e 4/15/18 | Secretary feimna T T 11 1]
Paid Prim/Type praparer's name Preparers sgnatee (£ sk Tl FTik
Prapar&r sall-emizksyed
Use Only Finm's rame Firm's EIR
Fiin's g chesn M e,

Sn b wvawos.govditarm NWE far nstractions and iha siest imfzrmatian. Form 1040 [
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SCHEDULE C-EZ Net Profit From Business CAE Mo, 15450074

{Form 1040} [Sole Proprietorship) mllu-” 1 7

Depariment of the Tragsuy ¥ Partnerships, joint ventures, eto., generally must file Form 1065 or 1085-B. '_,.t':f:'mm

irmemal Bverus Sarice (B - Attach to Form 1040, 1040NR, or 1041, » See instructions on page 2. Sequence bo. 09A

Hame of prapriator Social sacurity nurhl:-er{SSH]
Donald L. Hall 482-11-6043

Genaral Information

P | * Had business expenses of 55,000 or —® | *Had noemploysss during the year,
less, * Do nal deduct expansas for business
You May Use * Lise the cash method of accaunting, use of your home,
Schedule G-EZ * Dicl nat have an inventory at amy tme And Vaie * Do nat have prior year unallowed
Instead of during the year, o passive actll.rcr’h.r lossas from this
Schedule ¢ i husiness, an
Only If You: E::Igirrgtﬁ et e frocyaur = Are not required to file Form 4562,
) ! . . Depraciation and Amartization, for
* Had only ane business as either a scle Wi busingess, See the instruclions for
propristor. qualified joint venture, or Schedube G, line 13, to find ot if you
statutary emplovee, must fils,
A Pringinal business ar prodession, including peaducl or service B Enter business coda (see page 2]
inister 8 1/3/0]0]0
G Busiiness names, 1T no separale business name, leave blank, D Enter your EIN [zee page 2}

E Busingss address {inchuding suite or roam no). Address not reguired if same as on page 1 of your tax return,

City, fown or post office, state, and ZIF code

F Did you make any payments in 2017 that would require you to file Fnrm{s] 10957 {s:aa the Instructions for

Schedule G) . . . . . i @ E & & [1¥es [{No
G If "ves," did you or will you f||e reqmred Fu:urms 11}99'3‘ i B @ @ s W & 4 % & & & W % & & [I¥es [XNo
Part Il Figure Your Nat Profit

1 Gross receipts. Gaution: If this income was reportad to you on Farm W-2 and the “Statutory
amployea™ box on that form was checked, see Sra:rumr}-' amplovess in the instructions for
Schedule C, lna 1, and check hara . . . . . . . Y AR | 5,200

2 Total expenses (sae paga 2). If more than $5 000, vou must usa Schadule & . . . . . . . 2 | 2,680 (1)

3 MNet profit. Subtract line 2 from line 1. If less than zere, you must use Schedule C. Enter on both
Form 1040, line 12, and Schedule SE, line 2, or on Form 1040NR, line 13, and Schedule SE,
line 2 [sea page 2). [Statutory employees do not report this amount on Schedule SE, line 2.)
Estates and trusts, enter an Form 1041, line3 . . . . . . . . . . . . . . . . . ] | 2,520

il Information on Your Vehicle. Complete this part only if yvou are claiming car or truck expenses on line 2.

4 When did you place your vehicle in service for business purposesT (month, day, year] = 171710

S Of the total number of miles you drove your vehicle during 2017, enter the number of miles you used vour vehicle for:

a Business 2,340 b Commuting (see page 2) ¢ Other
6  \Was your vehicle available for personal use during off-duty howrs? . . . . . . . . . . . . . [KlYes [INo
7 Dovyou (or yvour spouse) have another vehicle available forpersonaluse? . . . . . . . . . . . [KlYes [INo
8a Doyou have evidence to support vour deduction? . . . . . . . . . . . . . . . . . . ¥es [INo
b I "Yes” is the evidence written? . . . e e e e e e Yes [ INo
For Paperwork Reduction Act Motice, see the separate instructions for S-d!emle = {Fm'm 1Nu} Cat. Mo, 143740 Schadule G-EZ (Form 1040) 2017

(1) Expenses have been reduced by 39% as allocable to tax-free income (see page 60 for percentage). Most ministers are
employees for income tax purposes (with that income reported on line 7, Form 1040, page 1) and also have honoraria
and fee income and related expenses that are reportable on Schedule C (C-EZ). For an explanation of expenses related
to the honoraria in this sample return, see page 57.
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ﬁ%‘;‘,ﬁ'ﬂ‘;ﬁ; SE Self-Employment Tax

Lepartroan of b Teeasany

* Go to wwwirs. gowv/Schedwie 5E for instructions and the latest information,

Internal Reverve Sarvics (1540) ¥ Attach to Form 1040 or Form 10408R.

ORI Mo, 15450074

5317

Ahachman
Seguence ba, 1T

Mame af pergon with sell-employment income (s shawn on Fanm 1040 or Poon 104084

Social security numbsr of peraon
Donald L. Hall wilth self-gmpleyment income

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?

Mote: Use this flowchart only if vou must file Schedule SE. If unsure, see Who Must File Schedule 5E in the instructions.

Are you a minister, mamoer of 3 raigicus order, o Ghristisn
Soience practiboner who receved [0S spproval net o be taed 798
on sarnirkgs rom these sources, bul vou owe sell-amgdogment

tax on other eamings?

Did you receive wages ar lips in 20177

Mo Yes

—

saif omplaymant mone: than 127 2007

Was the tota of vour wages end tips subject 10 social sacunty Yas
ar railroad relingment (iee 1) fax plus your nel samings from

L]
! e

Are wou usng ong of the opionsl methads 2 figura wour net Yas ’
B (see instructions 7 — el yoous clidn't repo o your ermpkeee®

Did wou recaive ps subject o socal sacwdly or Medcae 1&0 Yes

Mo vHu

¥

Died you receive cherch emplogas income [see irsluclions)  Yes
raportad on Form W-2 of S102.28 or mara 7

acurity ard Medican: Tax on Wages?

an

Mo | Did you repard ary wages an Fanr 8879, Uncoleclsd Social - Yes

¥ou may use Short Schedule SE below o ¥ou must ese Long Schedule SE on page 2

Section A—Short Schedule SE. Caution: Read above to see it you can use Short Scheduls SE,

1a

Met farm profit or (loss) from Schedule F, line 34, and farm partnershipa. Schadule K-1 (Form
1068], box 14, coda & . .

1a

If you received socisl sacurity ratirgmant or msamlltg,r lwnnﬂs antar thr- armaunt |:f {“nn';mamn Prsnn-
Fragram payments included cn Schedus F, line 40, or fstad on Schedule ¥-1 {Form 1063), box 20, code £

1b

Met profit or (oss) from Schedule C, ling 31; Schadule C-EZ, line 3; Schedule K-1 (Form 1065),
hox 14, code A fother than farming); and Schedule K-1 (Form 10685-8), box 9, code J1.
Ministers and members of religious orders, see instructions for types of income to repart on
this line, Ses instructions for other income 10 report .

19,860

Combine lines 1a. 1b, and 2

19,860

hultiphy line 3 by 82.35% (0.9238). If ass than $4{||'_'| "J-'nu dnnt e srllf emplnj,'mflnt Tan; ﬂnn t
file this schedule unless vou have an amount on linelb. . . . . N

18,341

Note: If line 4 is lass than $400 due to Conservation Peserve ngrarr payments an line 1h,
S8 instructions.

Self-employment tax. It the amount on line 4 is;

» $127,200 or less, muitiphy ling 4 oy 15.3% {0,7153). Enter the result here and on Form 1040, line
57, or Form 1040NR, line 55

* hore than 5127.200, multiply ling 4 by 2.9% (0.029). Then, add $15,772.80 to the result.
Enter the total here and on Form 1040, line 57, or Form 1040NR, line 55

2,806

Deduction for one-half of self-employment tax.
Mutiphy line 5 by S0% (0.50). Entar the result here and on Form
1040, line 27, or Form 1040MR, line27 . . . . . . . . g 1,403

For Faperwork Reduction Act Notice, see your tax return instructions. Cal. b, 112587

Schedule 5E [Form 1040} 2017

Line 2 — See the schedule on page 60 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 $127,200.
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(Formn 10404 or 1040} r , \ -
Qualifying Child Information 1040 2@ 1 7
* Complete and attach ta Form 10404 or 1040 anly if you hawe a qualifying child.

e I G010 Wi gov/ScheduEC for theltestinformation EIC Apschmant
Mamaiz) shswn on maluin Your sooial security numbser
Denald L. Hall 482-11-6043

- = Sew the instructions for Form 10404, lines 42a aisd 42b, or Foem 1040, lines 6a and #5, o make
Befom _FOH beg'n: sure Lhat (a) you can take the EIC, and (b) you have o guelifying child.
# Bz surc the child'a name on line | and social security numbee (S5M) on lee 2 agrec with the child’s social security caed.
Otheraise, at the fime we peocess your retwes, s may reduce oo disalloo vour BIC. 1f the name oc 88N on the child’s
social security cand is not correct, call the Social Secarity Adininistration at 1 800 7721213

» Fou canrT oloim the J'.H'.'If-i'.lr i ehiled whi alicin 't Tive with _}'r.lr.l_,'i'.lr owEre thoar .'u']l!_l' r.g_l"n!l’m VLR,
® I vow rake she EXC even thowgfe vour are mod efigitle, you may por ke allsveed do fake the credid for up ta [0 years, See the insinictisng for denails
gl o vl take s longer i process Your retnrn and iave vorr rgfand 3 vou do net {5 in all lines that appdy for each gqualifving chifd,

Qualifying Child Information Child 1 Child 2 Child 3

1 Ghild's name First name Last reme First namz Last name Firs: rame Last name
1f you have than three qualifvi
cI'J:"]Ddlrlm. }UTE?.': 1IJ?:A-TIList e?ﬂ_?.'l}mléhl;gg:: David K. Hall Sarah E. Hall

the maximum credit,

2 Child's 55N
Thi: child must have an 85K as defined in
the instractions for Form 10404, lines 42a
and 42b, or Formn 10440, lincs G6a nnd 66,
unless the child was bom and dizd in o v
2017, If vour child was born and dicd in 514-42-7465 it
2017 smad did not have an 55N, enfer
“Died"” on this line and attach a copy of
the child’ s birth certificate, death
cenificate, or hospital medical records
showing a live birth,

3 Child's year of birth

vear 2 0 0 4 iyeyr 2 0 0 &

3 bom giter 1908 ard the child & | IV Bom a
vovnzer tha vou lor vour spoise, i | vousger
fling foindiyl, skip finey da and Jhy | filing foi

r T89S mad 0 n
1 [ ey sivese, {F
R ReEr I-.hz ard dhb;

TS o the ol ix
A v [ o fponse, 4
v, whip Umes da and 48;

g i i X ot lime 3.
4 8 Was the child under age 24 at te end of
20117, a student, and wounger than you (or IE‘ Yes. I:I Na. IEI Yes. No. I:l No.
prayer i
your spouse, if iling jointly)? Gio to Go to line 46, | Goto Go to line 4b. Go to line 4b,
line 5, line 3.
b Was the child permancutly and totally
dizabled during any part of 20177 I:I Yes. I:I No. I:I Yes. |: No. I:l No,
i dy The child is nova|  Go de The child is not a The child is not a
line 3. qualifying child. | fire 3 qualifying child. qualifying child.
5 Child's relationship to you
{Tor example, som, daughier, grambehild, Son Daug kter
mizoe, nephew, eligible foser child, ete.)
6 MNumber of months child lived
with you in the United States
during 2017
= 11 the child Hved with you for more than
bl o 2017 bt less thun 7 months,
enler <77
= If the child was '|:l|:-r||_|.|r1 died in 2017 and 12 maonths 12 manths manths
your home was the child's home fior morne e — e — - re—
than half the time be or she wes alive 1 mist endier mowe than § 2 Do mist eatier mowe S {2 Ty it enfer mavre S {2
during 2017, enter “12.” ardhs, i, o,
Far Paperwark Reduction Act Notice, see your tax b, Ko, 153380 Bchedula EIC [Fonm 10404 or 1040} 2117

return instruclions.

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

There could have been a much larger Earned Income Credit if Donald Hall’s business expenses had been reimbursed and a

lower salary prospectively established. The expenses claimed on Form 2106-EZ do not offset earned income for the EIC
calculation.
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2007 Formy 1040 T ines 66a and 66b

A
Worksheet B—Eﬂﬁ' EIC—Lines 66a and G6bh Keep for Your Recordy

Use this worksheet if you answered “Yes" to Step 5, question 2
¥ Complete the parts below (Pars | through 3} that apply o you. Then, continue to Pagt 4,

v TF wou are married Aling a jome et inchede your spovse’s amoaents, iF any, with yowrs o figwe the amoonts
enlerin Purts | through 3

m L. Fater the amount from Schedule SF, Section A, line 3 or ; k |
Section B, line 3. whichever applies, o 33,210

Sell-Employed,

Hﬂlhﬂ: of the b. Enter amy amount from Schedole SE, Sceton B ling 4b. and line 5z, +| T8

mf,'and . Clombine lines Faoanl Th, =|1e 33,210

FHIH With d. Enter the amount frony Schedole SE, Section A, line &, or 1

Ghurch Employee Section B, fine 13, whichever apphes, 1,403

Income Filing

Schedule SE e Bubwract Tine 1d from lo. =1 31,807

2, Don'twoclode on these lines sy saluiory emploves meome, ooy nel probl [oom services peclormed ns o
m ootary pubi, any amount exempl rom sel-emplorment tax as the resull of the Qling v approval of Form
A0ZS o Form 4361, or any other wmounts exemgt from saff-employiment tax,

Self-Employed _ _

NOT me n. Bnter any ned tanm predit or (Jess] [rom Schedule F, line 34, and from

To File farm partnerships, Schedule K- 1 (Fom 1065), Bog 14, code A® 11

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

I e fine 3; Schedule K-1 (Form 1065), box 14, code A fother than Tirming); -

e and Schedule K-1 (Fonm 1065-B1, box 9, coda 112,

=u||'—r|:||p|:1-'||:||.'|ﬁ R

e logy (Han S400; . Cembine lings 2o end 2h, ={2c

M vou fave auy Setedale KT amownas, complete the appropeite et of Schedule SE, Secnon A,
Reduce the Schedule K-1 amownts ax described in the Parner's Instractions for Schedule K-1. Enter
v naie and wocia! secueify ninder on Seliedile SE and affoel (F 0 youe retuen,

stﬂhltﬂl'[ EmpIOYEES 3. Eater the amount from Schedule © line 1, or Schadale ©EZ. lime 1. that 3
Filing Schedule yeew are [ling ge v slatulory emplovee,
G or G-EX
4. Later vour eummed incems [rom Step & a
All

Filers Using 4b 31,807
Workshest B b, Combine lines le, 2c. 3, and da. This is vour total earmed income,
Ti::z;b]i?:ijl:- Wil IT Tine &b is s o less, 1t"l\.".l can't take the credit. Eater “Mo™ o the domed Tine nest w lne S
wlich vou abwould 5 I you hove:
buive paidd sel - . ® 3 or more quelifving children, is ling 4b less thon 544,340 (553930 i murricd lling jointy?
;L“:?;“:‘:J;* ! # 2 qualilying chiléren. is line 4b less thun 545,007 (550,597 if murded liling jointly)?
pedisae yomr arsit Hiy e qunlll'_l:-!u;: child, 1= JJ:||.L~. 4b less than HL%Hxﬁ]'-'.in‘ZAI'-' iI.' mil.rnrd I't.iing_j-:.;-inll.:.-]."
the prmewnt of & No quahiving choldren, 1= line 48 Jess than $ES00G (320,600 18 married fling joeintly)?
atli-enployincet o [X] Yes. U wou wani the LBS (o Grure your credil, see Credit figured by the IRS. curlier. 1 von wanl 1o

i gl fizure she credit yoursIL, enter the pmoust from line $bon fiee & of this worksheel

eed line poxl o line B,

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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2007 Form 1040 T ines 66a and 665

i
Worksheet B — 2017 EIG —Lines 688 and 66b—Continued Keep for Your Regords
Part 5
- . Enter your total camed income from Part 4, linedb, | 6 21,807
Al Fllers Using
Worksheet B T Look wp the amaouwnt on fine G above in the EIC Talle 1o find

the eredit, Be sure you wse the oocrect colamn for your filing status 7 3,953
and the number of children you hove. Enter the credit hore,

If e 794 eem, You can’t litke the credil,
Fnteg “Poo wip the doried line nexo m line fha.

8, Bawer the amount from Forme 1096, lise 35, 8 11334

W Arc the amounts on lincs ¥ ond & the same?
[ Yes. Akap ling 10; endor the amound from ling 7 on line 10
X No. Go lo line 10,

I 17 vou have:

® Mo qualifying children. (5 the amount on line # less thon 38,350

Fliers Who 1513550 1 married Oling jointdy !
B oo nisore (|II.J!i|}IIIl_I| chikdren, s the amount on lioe K kess than BT, 350
P2 800 maried Aloag Jootlyy?
Answered P watvied Rléng Jotntly
“No™ on
Line 8 [1¥es. Leave line 10 blank; enter the amount from Tine 7 o Tine 1.
Al Mo, Look up the amount on ling 8 io the ablz 1o find the
Fn Look up th ling & in the EIC Table to find th
credil, Be sure voo wse the correct column for your filing
stutus and the number of children you have, Enter the credit 1 4,796
here.
Look at the amounts on lings 10 and 7.
Then. enter the smaller amount on line 11
11. This s your earned income credit. 11 3,953
Fnler this ameant :
Your Earned “El'ﬂll‘l[‘.ﬁ.‘l‘— Form 10300 line Gba. :
Income Credit r - .
Vo o v agualilying child, complete and attach Schedule EIC e -

EIC

IF wour EIC for a year affsr 7998 was reduced or disalowed, 588
Farm BBEZ, whi must file, sadier, fo find oul I you roust fite Farm
BBE2 to fake the credlf for 20717,
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SCHEDULE 8812

{Form 10404 or 1040} Child Tax Credit

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

OME Moo 1545-0072

2017

Depariment of e Treasury G0 to www. Ira.gov/Schedufeddi 2 for Instructions and the latest ﬁ‘l'.&L;IIrIEIIl a7

Intzrnal Fevenue Service (89) infarmatian. Sequence Mo,

Bz shoven on relurn Wour social security number
Donald L. and Julie M. Hall 482-11-6043

I3  Filers Who Have Certain Child Dependent(s} with an Individual Taxpayer Identification Number (ITIN)

ﬁ Complete this part onlv for eoch dependent who bos an TTIN and for whone vow are clanning e child o credil,

I vour dependent is wot a gualifving child for the credit, vou cainol include that dependent in e calewlation of s credit,
CAUTION

Answer the following questions for sach dependent listed on Form 1), line 605 Form 10404, line fc; or Form LO4GNE, line 7¢, who has an

Individual Taxpayer Identitication Munmber (ITIN) and that vou indicated iz a qualifying child for the child tax credic by checking colurnn (4) for that

dependenl,

A For the first dependent identified with an ITIN and listed a= a qualitying child for the child tax credic. did this child meet the substantial
presence test? See separate InSILenons.

[&] Yes [ Ne

13 Far the second dependent identiticd with an ITIN and listed as a qualifying child for the child tax credit, did this child meet the substantial
presence test? See separile insirictions.

X Yes [ Ne

C Far the thivd dependent identificd with an ITIM and listed &= a gualitving child for the child tax eredit. did this child meet the substantial
presence test? See separale instrictions.

[ Yes [ Ne

n Far the fourth dependent identified with an ITIM and listed as a qualifying child for the child tax credit. did this child meet the substantial
presence test? See separile instructions.

[ Yes O Ne

Maote: I you have more than four dependents identiticd with an ITIN and listed as a qualifving child for the child tax credit, see separate instractions
andcheck hiere . . . L L L L e Y

XMl Additional Child Tax Credit Filers

1 If wou file Forim 23535 or 2555 B stop bare: you cannor claim the additional child mx eredit. |

IF wou are pequired 1o use the worksheet in Pob, 972, enter the amount feom lne 8 of the Child Tax
Credit Warksheot in the publication. Othereise:

10k filers: Emer the smount fcom Dine & of wvour Child Tax Credit Waorksheet (see the ) I 2,000
instrwetions for Form 10440, Tine 520,
LA filers:  Eater the amount from line & of wour Child Tax Credit Worksheet (see the
mstrustions for Form 10HA, line 357,
I0OMNK filers:  Enler the wmounl from hoe 6 of vour Child Tax Credil Worksheel (see the
inaorwetions for Form I0G0OME, Tine 499,
Enter the amount from Forrm 1040, Tine 52; Form 10404, line 35, or Form 1040NE, Tine 49
Subtruct line 2 from line 1. IF zero, stop here; vou cennod claim this credt . . . . . . . . . .
Eatrnesdd incomie (ses separale instructions) . 31.807-11,150- 1,000 | 4, 19,657
v Montaxable combat pay (see separate
inswuctions) . . . . . . . . . . . | db |
I= the amount on line 40 more than 33,0007
] M. Leave line 5 blank and enter - on line 6, |
(X Yes. Subrract 53,000 from the amoant on Tine 4a. Enter the resale . . . B 16,657
6 Multiply the amount on Tine 5 by 15% 00.15) and enter the result . .
Mext, Doowvou have three or more qualifying children®

L

2,000

g B wn

oy

[ 2,499

(K] Moo If line 6 15 zero, step hers; you cannot claim this credit Otherwize, skip Part 11 and enter the

smaller of line 3 or line 6 oon lioe 13,

] Yes. Tf line 6 s aqual oo maore than line 3, skip Pare TIT and enter the amoant from Tine 3 on Tine 13,
Otherwise, go to line 7.

For Paperwork Reduction Act Motice, see your tax return instructions. Cat, Mo, SHTETM Schadule 3812 [Farm 1040A or 1040) 2097

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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Schedule 5312 (Form 10408 or 10430 2017 Paga 2
[EXI Certain Filers Who Have Three or Mare Qualifying Children
T Withheld social sccurity, Medicare, and Additional Medicare taxes from
Formiz) W-2, boxes 4 and 6. If married filing jointly, include your spousc’s
amounts with yours. I vour employer withheld or vou pwd Additionul
Medicare Tax or tier | RRTA taxes, see separate instructions .. . . ., T
& 10d0 filers: Enter the tetal of the amounts from Form 1040, lines |
27 und 55, plus any taxes that you tdentiled vsing code
ST and entered on lie 62, |
HMOA filers:  Enter 0. LI
. ) T
HMONR filers:  Loter the otal of the amounts from Porm 10MNE,
lines 27 and 56, plus any taxes il you identified wsing
code "UT™ and entered on Tine G0,
9 Ml lives Tand & . . 0 - o o L. L, a
1 100 filers: Emer the tetal of the amoums frem Foom 1080, Tines |
A and 71,
10404 filers:  Enter the total of the umount from Form 104004, line |
424, plus any excess social security and der 1 RRTA 10
taxes withheld that vou entered o the Jeft of line 46
[Ree separate inatrctions).
TNR Alers:  Enter the amount from Form [KIOME, line 67. L
11 Babtract line 10 from Tine 9. I zero or legq, enter -0- 0 0 0 . . . . L L L L L L L L. 11
12 Enwer the larger of line & oorline 11 . 0 0 . e e e e e 12

Mext, cnter the smaller of line 3 or ling 12 on line 13,
Elgdl  Additional Child Tax Credit
13 This is your additional child taxeredit -~ . . . . . . . . . . . . . . . . . . . _ |13] 2,000 |

Fater D1 E aveoser nn
Foran Fr
Faoran TOQ0A, line 43, or
'R, die el

Sehedule B812 (Farm 10404 or 1040} 2017
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2017 Form 1040—Line 52

A
2017 Child Tax Credit Worksheet—Continued Keep for Your Records

Before you begin Part 20/ Figure the amount of any credits you are claiming on Form 5695, Part 1T%; Form 8910
Form 89360; or Schedule R,

7. Enter the amount from Form 1040, line 47. ‘ 7 ‘ 63 ‘

8. Add any amounts from;

Form 100, Tine 48

Form 1040, line 49 +

Form 1060, Tine 50 +

Form 1040, ling 31 + 68
Form 5693, line 307+

Form #9110, line 15 +

Form 8936, hine 23 +

Schedule B, line 22 +

8 68

Enter the total.

9, Are the amounts on lines 7 and 8 the same?

E|‘r'a'3.

You can’l lake this credil because there is no lax
to reduce, However, you may be able wo take the

additional child tax credit. See the TIP below.
9
] No. Subtract line & from line 7.
0. Ts the amount on line & more than the amount on line 97
L] ¥es. Enler the amount from line 9.
Alse, vou may be able to take the _— i
additional child tax credit. See the ::‘;Ei;" your child tax .
TIP below. Enter this amounl on
[ No. Enter the amount from ling 6. Form 1040, line 52.

8 o8 % 8 = 4

-
o -

on Form 1040, line &7, if vou answered “Yes" on line 9 or

You may be able to take the additional child tax credit
@ lime 10 above.
& First, complete your Form 1040 through lines 66a and 665,

® Then, use Schedule 8812 to figure any additional child tax
credit.

“ Il applicahle.
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- = OME Mo, 1345-0074
ror 2 106-EZ Unreimbursed Employee Business Expenses o0
Al

o ’  Attach to Form 1040 or Form 1040MR. i 'rV 1 7
Depsrtrnart of ta Traasuny . . . Attachrmant
Inlerral Meveue Serdce (30 * Go to wiww.irs.gow Form2106EZ for the latest information. Sequance Mo, 1294
Your nare Cocupalion in which you incurmed expenses Social security number

Donald L. Hall Minister 4821 11 | 6043

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

* You are an employee deducting ordinary and necessary expenses attributable to your job. An ordinary expense is one that is
common and accepted in your field of trade, business, or profession. A necessary expense is one that is helpful and appropriate for
your business, An expanse doesn’t have to ba required to be considered necessary.

+ You don't get reimbursed by vour employer for any expenses amounts your emplover included in box 1 of your Form W-2 aren't
considered reimbursements for this purpose).

+ [f vou are claiming vehicle expense, you are using the standard mileage rate for 2017,

Caution: You can usa the slandard mileags rate lar 2017 only if: {8) you owned the vehicle arnd ussd the standard mileags rate for the first year
wou placed the vehicla in service, or (b) vou leased tha vehicle and used the standard mikage rate for tha portion of tha lease parlod after 1997,

Figure Your Expenses

1 Complete Part |, Multiply line 8a by 53.5¢ (0.535). Enter the resulthere . . . . . . . . 1 2,613

2 Parking fees, tollz, and transportation, including train, bus, etc., that didn't invaolve overnight
travel or commuting to and fromwers . . . . . L . o L L L0 L L L L L. 2

3 Travel expensa while away from home overnight, including lodging, alrplane, car rental, atc.

Don't include meals and entertainment . . . . . . . . . . . . . L. . . L L. 3 514

4 640

4  Business expenses not included on lines 1 through 3. Don't include meals and entertainment .

5 Meals and entertainment expenses; § 878 = 8% (0.50), (Employeas subject to
Department of Transportation (DOT) hours of service limits: Multiply meal expenses incurred
while away from home on business by 80% (0.B0) instead of 50%, For details, see instructions.) 5 439

6 Total expenses. Add linas 1 through 5. Enter hare and on Schedule A (Form 1040), line 21 (or
on Schedule A (Form 1040MR), line 7). (Armed Forces reservists, faa-basis stata or local
govemment officialz, gualified performing artists, and individuals with disabilities: See the 4,206
instructions for special rules on where to enter thisamount.) . . . . . . . . . . . . [

IEEdl] Information on Your Vehicle. Complete this part enly if you are claiming vehicle expense on line 1.

7 When did you place yaur vehicle in sarvica for business use? (month, day, year] 01y 01 ¢ 08

B Of the total numbear of milas you drove your vehicle durlng 2017, antar the number of miles you usad your vehicla for:

a Business _____________ﬁ@_'_]_?____________ b Commuting (see instructions) __2#!32____ ¢ Other _;éﬂgﬁg@_gﬁﬁlﬁ_@d]
9 Was your vehicle available for personal use during off-duty howrs? . . . . . . . . . . . . . . HlYes [INeo
10 Do you jor your spouss) have anothar vahicle available for personal use? . . . . . . . . . . . . HYes [No
11a Do you have evidence to support your deduction? . . . . . . . . . . . . . . o . . .. HYes [ |Nao
b If*Yes,” is the evidence written? e s . . . . HYes [INo
For Paperwork Reduction Act Notlce, see your tax return Instructions, Cat Mo, 208040 Foan 2106-EZ 2017

Lines 1, 3, 4, 5 — See allocations on page 60.
Line 6 — The total expenses on this line are carried forward to Form 1040, Schedule A, line 21.
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3903 Mouing Exp.enseﬁ TME M, 1545-0074
o 5017
Departrent f i Treaury * Informalion aboul Form 3203 and ils instruclions is available al www.irs.gowTormasod, A{t:*:lﬁér:
Intesnal Fevenue Servic 26 * Attach to Form 1040 or Form 1040NR. Hanuenza b 170
Mamie(s] =1own ar retum ¥our social security numbar

Denald L. Hall 482-11-6043
Before you bagin: + Sae tha Distance Test and Time Test in ths instructions to find cut if you can deduct your moving
EXPENSas,

' Sae Members of the Armed Forces in tha instructions, i applicaile.

1 Tranzportation and storags of household goods and parsonal effects (sas instructions) . . . 1 1,183
2 Travel (including ledging) from your old home to your new home (ges instructions). Do not

include the costofmeals. . . . . . . . . . L 0 0 o 00 0 o 2
3 Addlinestand2 . . . . . . . L o 3 1,183

4  Entar the total amount your employer paid you for tha expenses listed on lines 1 and 2 that is
not includad in bax 1 of your Form W-2 fwagas). This amount should Ba shown in box 12 al your
FormW-2 withecode P . . . . . . o o o o L 00 L o0 4

5 Iz line 3 more than lins 47

ONe.  vou cannet deduct your maving expenses. |f line 3 |s less than line 4, subtract lne 3
from line 4 and includa the result on Form 1040, line 7, or Form 1040MR, line 8.

X Yes. Subtract line 4 from line 3. Enter the result here and on Form 1040, ling 26, or Form
1040MR, line 26. This |5 your moving expense deducton . . _ . . . . . . 5 1,183

For Paperwork Reduction Act Notice, see your tax retum instructions, Cat. Mo, 12430K Farn 3803

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

Deductible Nondeductible
Airfare $2,042 x  61% = $1,246 $796
Auto 2,340x.535 x  61% = 764 488
Lodging 400 x  61% = 244 156
Supplies 700 x  61% = _ 427 273

$4,394 x 61% = $2,680 $1,714
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8880 | credit for Qualified Retirement Savings Contributions [~ — sm

2017

¥ Altach to Form 1040, Form 10404, or Form 1040NR,

Daparimant of tha Traasury Allashrrant

Irternal Aevernue Sardces ¥ Go o www. Irs. gov/ Formaaad Tor instructions and the latest information. Samuence Mo, 54

Mame{s) shawn on return Your soclal sscurfty numbar
Donald L. Hall 482-11-6043

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

= Thig amount on Form 1040, ling 38; Form 10404, ling 22; or Farm 1040MR, ling 37 is mora than $31,000 (345 500 if head of
hausshold; $62,000 if married filing jointhy).

CAUTION * The personia) who made the qualified cantributian or elective defaral () was born after January 1, 2000, (b} i= claimed as a
dependant on somecne elae’s 2017 tax retum, or (o] was a student (zee instructions).

{a) You {b} Your spouse
1 Traditional and Roth IRA (including myAA) contributions for 2017, Do
not Include rellover contributions . . . . . 1
2  Electiva deferrals to a 401 (k) or othar qualified Ernplnyer plan l.'nlurrtsu:.l ] |
emploves contributions, and 501[-::3“8}[D1 plan contributions for 2017
[sea instructions) . . f e s s ] S00
3 Addlinesland2 . . . 3 200
4  Certain distributions re:;med ﬂfter 2014 and hefore the due date
including extensions) of your 2017 tax return (=ee instructions), |
married filing jeintly, include both spouses’ amounts in both :;c-lumns.
See instructions for an exception . . . . . . . . . . . . . 4
5  Subtract line 4 from line 3. If zero or less, enter -0- 5 500
6  In each column, anter the smaller of lina 5 or 82,000 . . . . ] 500
7 Add the amounts on line 6. If zero, stop; vou cannct take this u::radlt e e e e e e 7 500
8  Enter the amount from Form 1040, line 38% Form 10404, line 22; or
Farm 1040MR, line37 . . . . . . . . . . . . . . . .. g 27.834
8 Enter tha applicable dacimal amount shawn below.
It line 8 is— And your filing status is—
Marrisd Head of Single, Marrled Tilin
Oer— 2:;?31 filing jeinthy houzzhold gep@mmw. of !
Enter on line 0— Cualifying wickvwier)
£18,500 5 -5 -5
£18,500 820,000 5 5 b
§20.000 £27,7540 5 5 A g ¥, 5
§27750 £30,000 5 2 A
£30,000 £31,004 & A A
£31,000 237,000 & A .0
37,000 240,000 2 A .0
540,000 548,500 A A .0
£46,500 562,000 A .0 .0
£52,000 0 .0 .0
MNote: If line 9 s zero, stop; you cannot take this credit.
10 Multiply line 7 by line & . . 10 250
1 Limitation based on tax Ilahlllfy Enhar thE amnunf frum fhe Gredlf LIITII1‘ Wurksh?et in Iha
instructions . . . 11 68
12 Credit for qualified mtlremm sauings cuntrlhulions Entcr the smallar u::-f Ilne ID or Ilne 11 hem
and on Form 1040, Ine 51; Form 10204, line 34, or Form 1040MR, inedd . . . . . . . . |12 68

"B Puby, 5904 Tor e arnoun] to enter il yow are filing Farm 25585, 2668-EF, or 4563 or you are excluding incame fram Puerlo Bico,
For Paperwork Reduction Act Motice, see your tax return instructions. Cab. Mo, 333040 Ferm SBB0 Eo17)
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[IME Mo, TEARIKITE

2017
AHachmrent
Sequenaa Mo T

- 3962

Departmem of the Treasury
Irilernel Aeverue Servics

Hame shawn an yawr rebam

Premium Tax Credit (PTC)

¥ Attach to Form 1040, 10404, or 1040MR.
= Go to wwweirs.gow/Form 5962 for instructions and the latest information.

Your mocial s=ounly number

Donald L. Hall 482-11-6043
¥l cRonot take the PO i your filng s2abus i= mamied ting sepamatesy’ urless you quality far anaxaeplion (see Metmictarsh i you quality, check tha pax I-I:‘
TN Annual and Monthly Contribution Amount
1 Taxfamily sizi Enler th nunties of exemplicns [rom Forn 1040 o Farm 10404, ling Gd, o Form 1046MR, line 7d 1 4
28 Modifisd AGI Ecter your modified AGHges instuctions] . . . . . . . . . | 2a 27.834 ' -

b Enter the lotal of yeur dependents” mocETied AGE [See instrictions L : k I_g!: i i 18
Housshold incoma. Add tha emounts on lines 23 snd 26 (see instructionz) ., . . . T 3 27,834
Frecderal paverty line, Enfer he fectoral poserly T .1I1||::||5|_1 from Tatde 11, 1-2, or 7-3 |.‘:|:|_.- Insdructions), Chook the
soproprate box for she foderml poverty laok used. a |_JAleska b [ | Hawsi o (X0 Other 48 siates and DG 23,000

5 Household noome az a parcentsce of feders poverty ne {sek instructonsy . . . . o o ¢ . 5 114 %
6 Did you ootor 497% on ling 57 {Ses instruciors O you antarad less than 100%:)
X Mo, Continus 12 line 7.

[ ves. You are mt sligible to tise the FTC. IF advance. payment of the PTC was macs, s=sa the irstructions for
B Lo v wour nGess sadvance PTG ropaymenl amanl,

T Apgricable Flgoe Uskeg vour INe 5 percentags Ioeate vour *appllcabie Taure” an the talils In the irstuchions 2 7 0.0204
Ba  Amnual corfriouton amoanl Multiply ire s oy b Montnly contribution emount. Divide e Ea
Ine 7. Aaurd o neswest whoe dalir amount. | 8a | 568 by 12, Found to neasest wiole dokaramoant | Bb 47

Premium Tax Credit Claim and Reconcilistion of Advance Paymant of Premium Tax Credit
8 Arevyou allocatng policy amounte with another taxpeyer or do yoo want to use the sliernative celoulstion for year of marmiags (see natructions)?
D Yoa, Skip Io Parl ¥, Allecalion of Palicy Amaanls, or Parl ¥, Alleredive Cakulalion far Year of Mariage, 3,: Mo, Coritinue o line 10,
10 Seethe instructons to ostermne f you can uss line 11 or must complets lines 12 through 23,

[X] es. Conbines 1o fine 11, Sompie your annual PTG, Then skip lines 18-23

[ e, confinue te lines 12-23. Compuin

and conilnue folins 24,

your menthly PTG and continue 1o line 24.

drnuatanrolimant | (B} Annual appfizobie Arwal T Annuabmainim [yl prambim Antial aEnas
GE]A;T::ILH I‘lf"'“"""l.ll'rﬂl- {Famis) ?FIE‘BH_E[PE}P_ITBE_T 'mrlnr;]u'hnn-arrﬁu.ri mrﬂ:ﬁ:m‘ | g uld]tmud Fﬁt'!ﬂ']n?m'ﬂri"l":{.ﬁfrnm
TR, e F3A) e 230 Mg B3] 'l“'“m_:”r. e, nter || (8l o i o 10854, line B4L)
11 Anrual Tolss 12,153 12,153 568 11,585 11,585 11,653
Piarithky snrolimeant| (o Montily spplizabks bl Monehly masinant | It vy Ecverice
Manthly h;rernur_rt-;ﬁ:-rmta] wél‘ﬁﬁBF_yp_rgn?Iun ';F',U"L":fh‘;:rm"; F:'ren'nllm i ;H.Maﬂg:fgg:&"‘m MLEI'IEI;TI.GI'FTI_J {Fais]
Caleutstion 165, e 2452, | (Fommie] 10864, lnee: | E2C0 G0 g | (SIS o 81 S | 188E-A s 2152,
Gk Al 21-32, cakiim B W At ey o leap, il -0y | R Ew)
12 damuary
13 February
14 Marsh [ = i
15 Aprl |
18 May
1T duns
18 Julky
19 August
20 September
31 Oclober i
22 Movemiber
23 Decembsr
24  Total pramium tax cradit, Enter tha amownt from line 118} or add ines 12(e) through 23{s) and entar the toted hara 24 11,585
25 Advance payment of PTE. Enter the amount fram lne 111 o add lines 12{1) through 23 &nd enter the ttalners | 25 | 11,603
26  Met pramium tax credit. B Ers 24 i2 grester than line 23, subtract line 25 from ling 24. Enter the difference here ard
on Form 1040, line 69 Form 10404, Ing 45; or Form 1040WA, fne 45, IF ling 24 eguals line 25, anter -0 Stup hera,
IF lire 25 81 jrfifg than lins 24, leave This line I::ra-‘h: 'md rnnllnum tl:im__‘?‘]" . 28
Repayment of Excess Advance Ps Pa'_l.rrnent of the Premium Ta:: Credlt
Fucess advance peyment of FTS, Tine 25 s greater Than ne 24, subdract line 22 froem lins 25, Erfer the afferenos hars ar EE
E-B Repaymeant limiation [z&a nstructions) 1 SRR = e : 24 600
20 Excess advance prarmium ta credil sepaymeant, Enter the smsler of Ins 27 or ing 38 here and on Faom 1040, line
45, Form 10404, line 28; or Form 10408R, lins 34 O A 68

For Paperwork Reduction Act Notice, 5ee your 183 retum instructions, Cat, Mo 377047 Farn BRE2 @011
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Attachment 1.
Computation of expenses, allocatable to tax-free ministerial income, that are nondeductible

Taxable Tax-Free Total

Salary as a minister (less housing allowance designation

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

Amount designated and paid by church $ 2,000

Actual expenses 1,000

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

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

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

61% 39%

Deductible Not Deductible

Business mileage:

8,007 x 53.5¢ per mile $ 2,613 $ 1,671
Travel expense:

Airfare 412 263

Lodging 102 65
Business expenses:

Subscriptions 122 78

Books and supplies 213 137

Continuing education tuition 305 195
Meals and entertainment expenses:

Meals $ 233

Entertainment 1,207

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

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

Attachment 2.

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

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

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

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

Net earnings from self-employment (to Schedule SE) (See page 49) $ 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 ,2017 to December 31 17

Date designation approved December 20 ,20.16
Allowable Housing Expenses (expenses paid from current income)

Bipene 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.

line 7 (see page 46).

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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22222 | v [ |* "G TE04 T | omeno. sssons
b Empleyer wediicalion rumbers (EIN) 1 Wages, lips olfer’ compersatian 2 Fedemnl inedms tbx witkihald
25-7921873 12800.00
¢ Emgployer’s rame, address, and ZIP cade 3 Social soounty wages 4 Sooal seeunity b witihald
Lancaster Community Church B Waricens woges and 1 B Niadicara tax wihnaa
1425 Spencer Avenue
Wabash, IN 46992 7 Sockl secunty tica B Alocated bps
d Conbrol rurmbes B Verficalion coda 10 Depandant care benefils
‘& Emngloyea's first nme and infinl “Lagt rame Suif.| 11 Mongualfied clans 11—: San natuctions for box 12
__DonaldL. HHIIJ b |
P R e
804 Linden Avenue L] [x] L] i E| 500
Pensacola, FL 32502 1 me jae
Parsonage Allowance 5 |
11150 12d
Houslng Allowance H |
¥ Employen's addmss and ZIP coda 2000 :
15 Seim  Employer's state 1D ramber [ 98 State wages, tips, vl |17 Siaie ncoma fax 1B Locw wages, fips, ebo. |19 Local income tax 20 |Locally namas
FL | L 12800.00 |
I
= W-z Wage and Tax Statement E U 1' ? m’“'“;‘:‘ﬁlﬁ:ﬁ"ﬁﬂf"ﬁﬂ:
Copy A For Sockal Security Administration — Send this entire page with At Nofihy, e the siguste Mstointion,
Farm W-3 to the Social Security Administration; photocopses are not ecceptable, Cat. Mo, 101340

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

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

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

$12,800
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63

Projected 2018 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

16 Personal tax returns due
(unless automatic extension,

see October 15)

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

June
15 Quarterly Estimated Taxes
(2nd payment for current tax year)
September
17 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, 19-20
Fringe benefits, 18-23
Gifts,
Business, 27
Health care reform, 3-4
Health insurance, 3-4, 20
Health insurance deduction, 9

Health reimbursement arrangement,
3-4, 20
Health Savings Accounts, 20-21, 33

Housing allowance,
Accounting for, 11-13
Designating, 11-13
Equity allowance, 12
Fair rental value, 13-14
General, 11-17
Limitations, 73
Reporting, 13, 32
Resolutions, 15
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, /4

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, 37
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
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their federal income tax forms with these award-winning tax
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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.”
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