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introduction to ‘clergy’ tax
In terms of the Taxes Acts [TAs] (including the national insurance contribution [NICs] rules) ‘clergy’ are customarily held to be holders of an office, or are employed, and these either by Inland Revenue (IR) determination or by use and wont; the seldom exception to these are self-employed ministers.
Yet priests, ministers, pastors awkwardly fall into either of these two categories as in any conventional sense there neither is nor can be a terrestrial employer. The notion of occupancy of an office, or a holder of an employment; (even the provision of self-employment services) call for an employer and for an employer / employee relationship, and this cannot arise in the ministry.
At ordination or commissioning all church orders require of their ‘ordinands’, a central focus on God:
God - as the overall and the sufficient authority obligating the exercise of duty in either office or employment; an authority that is all-sufficient, exclusive and necessary.    
Put in traditional or popular ‘use and wont’ parlance consider why priests, ministers and pastors become such and continue to be such, and ask what might be anticipated by way of answer? 
Approaching the issue in the language of necessity: in any reply what motif needs necessarily be present and without which any reply is lacking? or posed in the language of sufficiency: in any response, what theme is sufficient and without which any response is lacking? Ministers are responsible to God; it is by God they are called; it is God they serve, and it is to God that account, both temporal and final are given. Accordingly the case law of England recognises this self-understanding. In the matter of tax the minister has no employer, and he or she cannot be an employee.
Subsumed within the terms of the Taxes Acts ‘officeholder’ or ‘employed’ may only be resolved by determination. And so there is implied by resort to such a procedure a measure of ambivalence. For the purposes of the Acts the function of priest, minister or pastor is sufficiently lacking in defining precision or explanation that resort has been made to diffuse and subjective ‘balance of the arguments’ considerations. In natural justice it thus follows that skill and understanding have to be exercised in achieving those ends of ‘fairness’ or equivalence among taxpayers. 
                        There are a variety of ecclesial orders, direction and oversight to be found within the UK fiscal area. There are of course many recognisable duties of office – celebration of the sacrament, conduct of worship, preaching of the gospel – common in all or most ecclesial orders. This said, just as common there are also found among the ministries of all church orders unique and even idiosyncratic roles or functions which arise from encouragement given to ministers to exercise significant professional flare and discretion under God, and in many ministries these become just as much shaped or inspired – though from different motives - as might any self-employed entrepreneur pursue in seeking personal or collective gain on occasions of opportunity. In the exercise of such duties of office or employment job-inspired decisions are made and costs incurred that in any orthodox ‘employment’ setting ordinarily fall to the ‘employer’ and which in formal ‘self-employment’ settings fall to the entrepreneur. On behalf of his or her ‘employer’ the minister is both obliged to meet costs and, on occasions of job-inspired opportunity, necessarily shoulder burdens on behalf of his or her ‘employer’ yet from the modest resources placed at his or her disposal. The Inland Revenue make some attempt to bring ministers into equivalence with other taxpayers by providing the unique Minister of Religion Supplementary page. 
As a minister is classed as ‘a holder of an office’ or ‘employed’ he or she is assessable to Income Tax under Schedule E on all emoluments he or she beneficially ‘enjoys’ or monies to which he or she takes title and which arise from the office he or she ‘temporarily’ occupies; and is due to contribute class 1 NICs. This includes any profit whatsoever arising from that office or employment even if neither paid nor provided by the church, say love gifts from members or other benefits, which he or she would not enjoy save for a temporary occupancy of that office or employment.
To enable a minister exercise his or her duties of office under God he or she is assured of the churches’ support in the form of emoluments and these are not simply stipend but any sum of cash or cash equivalents or benefit(s) placed at his or her disposal. Stipend, of course, and fees; chaplaincy payments, expense payments or reimbursements, and benefits in kind: on all of these he or she is taxed.
Ministers need to be near their people; their whereabouts known and accessible. What pastorate can be said to be practiced if in some perceived crisis people, members, parishioners cannot immediately access their minister? All to whom a minister is now ‘neighbour’ as that onetime Samaritan in Jesus’ tale; in our terms a Hindu, a Moslem, a Scotsman even?
The general public need to know where the minister is accessed. remembering that the minister has a responsibility under God to all men and women; people need to know he or she is at least in principle near at hand, and immediately accessible. Accordingly, by custom, the Church requires the minister to live in the midst of their people or near their people to better perform their duties, often providing a church house for the minister and his or her family. Just as might a canal lock keeper be required to live beside the canal lock or an hotel manager live in his or her hotel: so also the warden in a student hall of residence must needs live in that hall. It is thus necessary that they ‘live in the shop’ for the proper performance of their duties; should you wish their work is ‘better performed’ where they live and so from necessity or by custom the canal owner, the hotel owner, the university, the church provide accommodation within which and from which to work and provide a work-place where the home is, and this is not at all the same as providing a house as part of an emoluments package.
So s.99 ITEPA 2003 is read to mean that no charge to tax arises ‘(a) where it is necessary for the proper performance of the employee’s duties that he should reside in that accommodation; (b) where the accommodation is provided for the better performance of the duties of his employment, and his is one of the kinds of employment in the case of which it is customary to provide living accommodation for employees’. Should the employer require the employee to live ‘in the shop’ so that that employee is in principle available for work ‘round the clock’ why then should he or she be taxed? Taxed on a duty? That is not the same as being taxed on a benefit or privilege.
Why then also should he or she be taxed on charges that fall to ownership of that property - rates or council tax or water rates or structural repairs and consequential decoration or buildings insurance. The ‘employee’ is there as a duty; it is no personal perk or benefit to be required to be available for work 7/24 to the extent of living in his or her place of work, and this extends to property rented for the minister as well as property provided. where Ministers of Religion hold a full-time office and live in a property belonging to or leased by the Church then no taxable benefit falls on the occupant in respect of the property provided or on statutory property costs either met by the Church or made good to the Minister.
These exemptions are lost however where the minister provides his own accommodation, that is, where he is not obliged to live in a Church House or where he makes a personal choice about where he lives, and providing his own home as the place in which to live; and from which to work. He loses the exemption unless that is you are a Minister affiliated to the Baptist Union of Great Britain who have an arrangement with the Revenue, a ‘lease-back’ arrangement in which the Minister’s own house becomes a ‘deemed manse’. In this arrangement the Minister leases back to the Congregation; he rents his own house to the church who pay him a rent thereby establishing a ‘deemed manse’ which enjoys the same tax role as that enjoyed by a conventional Manse. The title deeds doubtless show that the Minister and his or her spouse in their first role as joint owners. The congregation become the tenants with the Minister & spouse in their second role as the ‘representative occupant’ on their behalf. The rent arising is treated just like any other rent and is taxable in terms of  Schedule A. Self assessment is made in a Land & Property Supplementary page and accordingly is not subject to NICs with the rent received being shared between husband and wife thereby bringing the spouse’s personal tax allowances into use.                                      

It all sounds good news! The minister is provided with rent-free accommodation and no taxable benefit arises. Then you see this ivy-girt 18 century monstrosity of a masterpiece – or at least your spouse does - with all its 25 rooms and endearing bats-infested roof space; for centuries the focus of such local pride let alone a protected species. Your heart sinks or at least your spouse’s heart takes a dive. The utilities! Who’s going to pay the electricity, gas, oil; the cost that might be involved in cleaning / maintaining such a work-place! and the garden(s) rather grounds – who’s going to attend to this splendour of ‘Edenic’ proportions?
And so it is perfectly reasonable: should your employer require you to live in your workplace then he should pay for it i.e. the Church should meet these costs – the utilities – or at least make good the cost of these to the Minister – as does the Church of England, the Church of Scotland  and the United Free Church of Scotland. 
Then we come to the cleaning up! Who tidies up after the youth group has guzzled and made merry in encounter games; who is it that cleans and maintains your workplace and keeps up the garden? Pay her or him just as the hotel manager has to pay the cleaner and gardener of his or her hotel or say as a Catholic priest or as a bachelor pays when a parish helper or a gardener is engaged. Pay your spouse for services rendered your place of work, and your ministry yet pay her just so long as she is not taking up her personal allowances elsewhere.
Thereby further exemptions come your way in mitigated NICs and tax. NICs are simply understood yet the tax exemption is more obscure. The NIC tables are applied very simply to the net figure i.e. stipend less utilities or living accommodation costs. Yet the sums made good to or paid on the Minister’s behalf are added back for Income Tax purposes – at 1M.18 and so the NICs advantage apparently remains while the Income Tax advantage appears to slip away. ‘Might this be fair’ you silently opine. As the taxpayer could be landed with both the high cost of running the personal-proportion of his or her workplace and the high cost of running the work-related proportion? And so parliament introduced s.315 ITEPA 2003 which seeks to restrict the add-back to ‘10% of the net emoluments of office’. This measure should also be considered as it might save each Minister say £ 1,000 per annum in diminished NICs and tax, and the Church a significant sum in employer’s NIC.
As with other taxpayers ministers are rightly taxed on all the cash, the cash equivalents, the benefits that come their way; we rightly pay NICs on net stipend, some reimbursements like round-sum expense payments, personal pecuniary liabilities paid on our behalf and on some benefits due to the office we occupy. Yet every communion anticipates and expects ministers to express their ministries as professional people under God. Consider the following celebrated cases - the taxpayer whose call requires him to make available what might be described as a ‘party’ morning, noon and night. He has no church; it has been burnt down. His vicarage is where it all happens, and to this end he expends his personal gold and the IR accept his facts of office; his facts of Call. Or the Methodist taxpayer at the centre of the race riots in Bristol who spends a great deal of his time and personal gold in going to Ghana, again accepted by the IR.
The fact is the Ministry is as much a profession as a vocation and the Minister is expected ‘to do the job’ as he or she sees it under God – very loosely monitored yet we trust profoundly understood by a local ecclesial order. He or she is required to be available 24 hours a day and expected to meet many of the costs that arise. So parliament introduced s.351 ITEPA 2003 especially for ministers which requires relief for such costs as arise wholly, exclusively and necessarily from their work just as in the same way any other who works from home or whose workplace is his or her home, who meet costs customarily met by an employer, or should you wish, who, on an employer’s behalf meet costs of employment –
    rent                                 maintaining; repairing; insuring church premises or their own premises

    stationery, postage, telephone, IT          travelling & sustenance       clerical wear repair / replacement
    cost of locum or assistant                       entertainment                       secretarial or personal assistance

    communion costs                                   domestic help                       heating, lighting, cleaning, gardening

    writing down allowances on clerical plant e.g. computer, photocopier, hoover, lawnmower

    books & periodicals                               car costs on Approved Mileage basis                   etc.
In legislating s.159 ITTOIA 2005 specifically for Ministers of Religion and in providing Ministers with their own Tax Return Parliament and the Inland Revenue have gone some way in agreeing that Ministers should not be taxed on costs of employment met by them, that is on costs met by the Minister on their ‘employer’s’ behalf. And so we are obliged to ask further - why should NICs be exigible on such costs?
We end by introducing the United Free Church of Scotland scheme which offers by far and away the most advanced scheme within the UK fiscal area. This church order / pay office has agreed a scheme with their IR Compliance Unit whereby Income Tax and NICs; the Tax tables and the Contribution tables are applied not merely after (1) pension , SAYE & GAYE deductions and (2) HLC – utilities – heating, lighting, cleaning, gardening yet also after (3) motoring costs and (4) vocational costs, that is, after (almost) all costs borne by the ‘employee’ on behalf of the ‘employer’ thereby saving each minister / church well over           £ 1,000 per annum in diminished tax and NICs.
To conclude: in the ordinary way of it - can we imagine the response were a sometime Chancellor to propose to a further ‘stealth’ tax on the costs of each taxpayer’s employment – it would be outrageous: might it then also be held that charging NICs on such costs is an open breach of the Taxpayer’s Charter?
