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extracts from legislation relevant to clergy tax
‘the Taxes Acts’

TMA – Taxes Management Act 1970

ICTA – Income and Corporation Taxes Act 1988

ITEPA – Income Tax (Earnings and Pensions) Act 2003

ITTOIA – Income Tax (Trading and Other Income) Act 2005)
s.7 TMA 1970 Notice of liability to income tax and capital gains tax
7(1) Every person who-

(a)       is chargeable to income tax or capital gains tax for any year of assessment, and

(b)       has not received a notice under section 8 of this Act requiring a return for that year of his total                             
            income and chargeable gains,

shall, subject to subsection (3) below, within six months form the end of that year, give notice to an officer of the Board that he is so chargeable.

[subsection 3] relates to sources of income taxed under PAYE and self assessment regulations.

s.8 TMA 1970 Personal return
8(1)     For the purposes of establishing the amounts in which a person is chargeable to income tax and capital gains tax for a year of assessment, and the amount payable by him by way of income tax for that year, he may be required by a notice given to him by an officer of the board-

(a)       to make and deliver to the officer, on or before the day mentioned in subsection (1A) below, a

           return containing such information as may reasonably be required in pursuance of the notice, and

(b)      to deliver with the return such accounts, statements and documents, relating to information contained

   in the return, as may reasonably be so required.
[subsection (1A)  refers to 31 January or 3 months after notice given]

s.145 ICTA 1988 Living accommodation provided for employee
(1) Subject to the provisions of this section, where living accommodation is provided for a person in any period by reason of his employment,…1, he is to be treated for the purposes of Schedule E as being in receipt of emoluments of an amount equal in value to him of the accommodation for the period for the period, less so much as is properly attributable to that provision of any sum made good by him to those at whose cost the accommodation is provided.
[see also Notes leading to ITEPA 2003]
(2) The value of the accommodation to the employee in any period is the rent which would have been payable for the period if the premises had been let to him at an annual rent equal to their annual value as ascertained under section 837; but for a period in which those at whose cost the accommodation is provided pay rent at an annual rate greater than the annual value as so ascertained, the value of the accommodation to the employee is an amount equal to the rent payable by them for the period.
[see also Notes leading to ITEPA 2003]

(3) From any amount to be treated as emoluments under subsection (1) above there are deductible under section 198 or 332(3) such amounts (if any) as would have been so deductible if the accommodation had been paid for by the employee out of his emoluments.

[see also Notes leading to ITEPA 2003]

s.290 ITEPA 2003 Accommodation benefits of ministers of religion

290(1)        No liability to income tax in respect of a person employed as a full-time minister arises by virtue of-

(a)           the payment or reimbursement of a statutory amount payable in connection with qualifying 
        premises, or

(b)          the reimbursement of a statutory deduction made in connection with qualifying premises.

290(2)        No liability to income tax in respect of a person employed as a full-time minister arises by virtue of the payment or reimbursement of expenses incurred in connection with providing living accommodation in qualifying premises if the employment is excluded employment.

290(3)        Subsection (1) does not apply if or to the extent that the amount or deduction is properly attributable to a part of the premises for which the minister receives rent.

290(4)        Premises are qualifying premises in relation to a person employed as a minister if-

(a)           an interest in them belongs to a charity or an ecclesiastical corporation, and

(b)           because of that interest and by reason of holding the employment, the minister has a residence

               in them from which to perform the duties of employment.
290(5)        In this section-

               “charity” means a body of persons or trust established for charitable purposes only,

               “full-time” minister means a person in full-time employment as a minister of religious 

               denomination,

               “statutory amount” means an amount paid in pursuance of a provision in or having the

               force of an Act, and

               “statutory deduction” means a deduction made in pursuance of such a provision.
s.99 ITEPA 2003 Accommodation provided for performance of duties
99(1)   This Chapter does not apply to living accommodation provided for an employee if it is necessary for the proper performance of the employee’s duties that the employee should reside in it.

99(2)   This Chapter does not apply to living accommodation provided for an employee if-

(a)       it is provided for the better performance of the duties of the employment, and

(b)       the employment is one of the kinds of employment in the case of which it is customary for 

            employers to provide living accommodation for employees.
s.314 ITEPA Council tax etc. paid for certain living accommodation

314(1) This section applies if living accommodation provided for an employee falls within the exception in one of the following provisions-

       section 99(1) (accommodation necessary for the proper performance of duties),

       section 99(2) (accommodation provided for better performance of duties), or

       section 100 (accommodation provided as a result of a security threat)

314(2) No liability to income tax arises by virtue of-

(a)  any payment to, for or on behalf of the employee, or
(b)  any reimbursement of any payment by the employee,

in respect of council tax or rates, or water or sewerage charges, in respect of the accommodation.
s.315 ITEPA 2003 Limited exemption for expenses connected with certain living accommodation

315(1) This section applies if-

(a)     living accommodation is provided for an employee in a tax year, and

(b)     condition A and B are met.

315(2) Condition A is that the accommodation falls within the exception in one of the following provisions-

       section 99(1) (accommodation necessary for the proper performance of duties),

       section 99(2) (accommodation provided for better performance of duties), or

       section 100 (accommodation provided as a result of a security threat)

315(3) Condition B is that there is an amount of earnings from the employment in the tax year by virtue of expenditure, or the reimbursement to the employee of expenditure, on-

(a)     heating, lighting or cleaning the premises,

(b)    repairs to the premises, their maintenance or decoration, or

(c)    the provision in the premises of furniture, equipment or other items which are normal for domestic

        occupation.

315(4) If this section applies, no liability to income tax arises in respect of the earnings mentioned in subsection (3) to the extent they exceed-

                                                      DA
                            (10% X NE X   DA – SMG
where-

     DA is the number of reckonable days in the tax year ( a “reckonable day” being a day on which-

(a) the accommodation is provided, and

(b) the employment is held by the employee),

DE is-

(a) the number of days in that year, or

(b) if the employment is held for only part of that year, the number of days in that part,

NE is the net amount of the earnings from the employment in the tax year (see subsection (5)),

SMG is, where the expenses are incurred by a person other than the employee, so much of any sum

Made good by the employee to hat person as is properly attributable to the expenses.

315(5) To calculate the net amount of earnings from the employment-

Step 1
Take the earnings from the employment, leaving out of account the expenses in question.

Step 2
Add, in the case of employment by a company, the earnings from any employment by an associated company.
A company is “associated” with another for this purpose if one has control of the other or both are under the control of the same person.

Step 3
Deduct any deductions allowable under-

(a)      section 232 (giving effect to mileage allowance relief) or Part 5 of this Act,

(b)      section 262 of CAA 2001 (capital allowances to be given effect by treating them as deductions from

           earnings, or

(c)      section 592(7), 594 or 619(1)(a) of ICTA
s.159 ITTOIA 2005 Ministers of religion

159(1)  This section applies for the purpose of calculating the profits of the profession or vocation of a minister of religious denomination.

159(2)  If the minister pays rent in respect of a dwelling-house and any part of the dwelling-house is used mainly and substantially for the purposes of the minister’s duty, a deduction is allowed for-

(a)      one-quarter of the rent, or

(b)      if less, the part of the rent that, on a just and reasonable apportionment, is attributable to that part of 

          the dwelling-house.

159(3)  If-

(a)       an interest in premises belongs to a charity or an ecclesiastical corporation,
(b)       because of that interest, the minister has a residence in the premises from which to perform the 

           minister’s duty, and

(c)       the minister incurs expenses on the maintenance, repair, insurance or management of the premises,

a deduction is allowed under this subsection for part of those expenses.

159(4)  The amount of the deduction under subsection (3) is-

                                                                A  -  B
                                                                4
where-
          A is the amount of the expenses, and

          B is the amount of the expenses for which a deduction is otherwise allowable.
s.351 ITEPA 2003 Expenses of ministers of religion
351(1)      A deduction is allowed from any earnings from any employment as a minister of a religious denomination for amounts incurred by the minister wholly, exclusively and necessarily in the performance of duties of such an employment.

351(2)      If a minister of a religious denomination pays rent in respect of a dwelling-house, part of which is used mainly and substantially for the purposes of such duties, a deduction is allowed form the minister’s earnings from any employment as such a minister for-

(a)       one quarter of the rent, or

(b)       if less, the part of the rent that, on a just and reasonable apportionment, is attributable to that part of 

            the dwelling-house.

351(3)      If-

(a)       an interest in premises belongs to a charity or an ecclesiastical corporation, and       

(b)       because of that interest and by reason of holding an employment as a minister of a religious

           denomination, the minister has a residence in the premises from which to perform the duties

           of the employment, a deduction is allowed from the minister’s earnings from any such employment

           for part of the expenses borne by the minister on the maintenance, repair, insurance or management 

           of the premises.   

351(4)      The amount of the deduction is-

                                                              A  -   B

                                                              4
where-

          A is the amount of the expenses borne by the minister on the maintenance, repair, insurance or

          Management of the premises, and

          B is the amount of those expenses that are allowed under subsection (1).

351(5)       In this section-

            “charity” means a body of persons or trust established for charitable purposes only.

351(6)       Subsection (1) needs to be read with section 359 (disallowance of travel expenses: mileage allowances and reliefs).
ESC A61 Clergyman’s heating and lighting etc. expenses

Where a clergyman or minister of any religious denomination is provided, in consequence of his being a holder of such office, with a residence in premises owned or leased by a charity or ecclesiastical corporation form which to perform his duties, no tax is charged on sums paid on his behalf or reimbursed in respect of heating, lighting, cleaning and gardening expenses which are the contractual liability of the clergyman or minister.
Where an allowance is paid to the clergyman etc. to meet such costs it will not be taxed except to the extent that it exceeds the costs actually incurred.

The concession does not apply where the clergyman is in employment to which Chapter 11 of Part V, ICTA 1988 applies.

[Chapter 11 Pt V ICTA 1988 relates to Employees Earning £ 8,500 or More and Directors]
