e&oe; the purpose of much of the information provided or opinion offered is to stimulate thought and to be helpful to taxpayers, practitioners, tax officers, church officials and other interested parties. in themselves these statements cannot be regarded as definitive statements of tax law, or of inland revenue practice and procedure at any one moment. the information found here has been carefully researched and checked yet if a mistake or error has inadvertently arisen neither the author, mintaplan nor mintaplan ltd can take responsibility for any loss or problem that has arisen. interested parties are encouraged to make use of our Helpline – 01764 655633 – or e-mail us at david@miplan.co.uk or contact us by telephone – 01764 655633; by fax – 01764 655816 or by writing - 63 King Street, CRIEFF, Perthshire, PH7 3HB

service benefit cap (1M.33)

see also http://www.hmrc.gov.uk/pdfs/1999_00/helpsheets/ir214.pdf

SERVICE BENEFIT CAP
                                                                                   1M.33
Although all churches take advantage of the mitigating legislation found in s.351 ITEPA 2003 Expenses of Ministers of Religion only the Church of England, the Church of Scotland and the United Free Church of Scotland take advantage of the legislation found at s.315 ITEPA 2003 Limited Exemption for Expenses connected with certain Living Accommodation. 

As a further service to the clergy they represent the two Scots-based church-orders undertake any fiscal adjustment through their net pay scheme.   

And so entries at 1M.31 are appropriate only for Church of England clergy alone, yet, perhaps, very occasionally, for ministries within communions with other or congregational-based church-orders.

What is the purpose of this entry? Deriving authority from S.163(3)(a) ICTA 1988 the Church refunds the fuel, cleaning and gardening bills of their property i.e. your principal place of work, and which has been placed at your disposal for the better performance of your duties, viz. to be near your parishioners. Where an employer requires its employee to live in and work from job-related accommodation parliament seeks to place a reasonable limit on the taxable benefit borne by the employee (entered at 1M.18) by relating it to the taxpayer’s ability to pay and so it is restricted to 10% net emoluments of office, and this is achieved through the entry at box 1M.33.

It is a commonplace of church practice to provide a property for the better performance of their ‘employee’s’ duties of office. This property becomes the minister’s temporary home, of course, yet it also fulfils the further purpose of being his or her principal place of work. For the purposes of the Taxes Acts it is a designated Workplace. In turn the Minister might be said to enjoy as part of his or her ‘living’ this property in right of office. Where you work from your own property or from property that is rented by you, see entries in BOX 1M.31.

Although many such properties can, rightly, enjoy a special place in the affection of the people of many a parish they can also place a special burden of cost on those whose emolument(s) are, in principal, designed to be a re-imbursement of personal out-of-pocket costs of living. While it is always a pleasure to occupy a seventeenth century country seat of time-honoured if weathered or ivy-girt distinction, the focus of such local delight and pride, to many of us it is also irksome and expensive. Many people in secular life do in fact buy properties of such distinction yet we usually find that they also command the additional means to do so. Moreover, and in common with their secular counterparts, all churches require certain standards of accommodation and similar. In reality, few of us have any personal choice in the matter at all, and it might be salutary to establish which of us would have chosen the property from which to work if left on our own or which of us would have bought the property had we simply moved into the area.

In arrangements as this, some churches (or charities) like their secular counterparts, may provide certain accommodation costs or service benefits occasionally described as ‘tax-free’. These are -

heating / lighting
(electricity, gas, oil, coal, wood, peats, paraffin, bottled gas) 

cleaning
(cleaner, cleaning sundries, window cleaner, chimney sweep)

gardening
(gardener, gardening sundries, petrol, weed-killer)

The common sense way of providing for these costs is clear enough. The church should simply pay them. However, it is more common for the minister to meet these sums and for the church in turn to re-imburse them through a net pay scheme. It follows from this that your monthly stipend includes such re-imbursements.

There are, however, other examples of service benefit too:

· provision of furniture

· internal decoration of a ‘tenant’s’ character

· repairs to vicarage etc. property or grounds that might fall to a tenant in a tenant’s repairing lease

In secular society these goods and services are provided in places of work that are exclusively set aside to this end; they do not therefore also serve an additional residential role. The personal benefit that is thereby derived is likely to be greater yet the Inland Revenue specifically does not seek to tax the undoubted personal benefit that arises from the provision of such items. Most TOs exercise a discretion, however, and take the view that the administrative effort in seeking to tax such modest sums is abstruse.

The value of the service benefit is the amount you paid for heating & lighting, cleaning your church house and gardening, and which you return to the Diocese on your PUN form each April. In the meantime the Commissioners have been working on the figure you submitted one year before. The two figures will not be the same, of course, and so an ‘over / under’ adjustment is made, and the HLC figure thus adjusted is thrown out. You should check each entry in the box sequence on the face of your P.60.

You should enter the HLC amount directly into BOX 1M.18 and, before you forget, include one quarter of the same figure in BOX 1M.31. The effect of the addition of the entries in BOXES 1M.2 and 1M.18 is to restore your stipend to gross stipend (after SAYE savings, AVC contributions and charitable deductions, if appropriate). See also discussion in these boxes, especially 1M.18 and 1M.31.

The next matter you have to establish is whether you are ‘higher paid’ or not. Virtually every clergyman is ‘higher paid’ or, more precisely, fall among ‘employees earning £ 8,500 or more’. You are ‘higher paid’ if the ‘per annum’ result in BOX 1M.23 is £ 8,500 or more. If the result is £ 8,499 or less you are not classed as ‘higher paid’. The entry in box 1M.23 is time-apportioned.

Most of us are ‘higher paid’ and most of us are provided with accommodation the personal benefit from which is exempt from tax. A limit is placed on the HLC ‘add-back’ in BOX 1M.18, and that limit is 10% of net emoluments of office and which is worked out as follows:

First establish your total income (i.e. the entry in BOX 1M.15)                     A     £________

Deduct
Amounts for which you are responsible but which the church


paid for you (i.e. BOX 1M.7)                                                            B     £________


A less B                                                                                                              C     £________

Enter total benefits and expenses as per BOX 1M.22                                      D     £________

Deduct
HLC etc. in BOX 1M.18                                                                    E     £________


D less E                                                                                                               F     £________

Now add C and F to arrive at the ‘emoluments of office’                                                G     £________

Enter total expenses at BOX 1M.32                                                                                 H     £________

From G take H                                                                                                                   I      £________
enter (1) contributions you made to your pension scheme but which 

were not deducted from your pay, and (2) free standing additional 

voluntary contributions you make – entries in BOXES 14.10 and 14.11                     J      £_______


I less J to arrive at net emoluments of office                                                     K     £_______

In a minority of cases a minister might not have occupied the Church House during the entire period (usually a year) you received the amounts in (L) i.e. you came to your Church House after you were receiving these payments. If this is the case reduce the figure in (K) to an amount proportionate to the period you did occupy the property:

Multiply K by the number of days you did occupy the property

and divide by the number of days you held your appointment

(normally but not always 365 days)                                                                                  L     £_______

Work out 10% of the lesser of K (i.e. ‘net emoluments of office’)

or L as appropriate - ie.10% of K or L                                                                             M    £_______

If the entry in BOX 1M.18 (E before) is greater than the entry in M then take the sum at M from the entry in BOX 1M.18 and enter the difference in BOX 1M.33 

If the entry in BOX 1M.18 (E before) is less than the entry in M leave BOX 1M.33 empty.
and in this way you have capped or restricted the ‘add-back’ in BOX 1M.18 to the lesser of HLC or 10% net emoluments of office.                                                                                           O   £_______
