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IRS releases adjusted limitations for 
Section 911 foreign housing exclusion 

In Brief 
The Internal Revenue Service (IRS) 

recently issued Notice 2012-19 to 

provide adjustments to the Foreign 

Housing Exclusion limitations provided 

under Internal Revenue Code Section 

911(c)(2)(B).  The adjusted limitations 

are based on geographical locations and 

are used to determine the housing 

exclusion or deduction for tax years 

beginning after January 1, 2012.  

Taxpayers may also elect to apply the 

2012 adjusted limitations to tax years 

beginning in 2011.  Notice 2012-19 

supersedes previously released Notices 

2006-87, 2007-25, 2007-77, 2008-107, 

2010-27, and 2011-8.   

What is the maximum 
housing exclusion? 
Under the general rules of Section 911, 

a qualified individual may elect to 

exclude from gross income his or her 

foreign housing cost amount.  However, 

the housing cost amount is limited. 

Without any adjustments to the 

limitations, the maximum foreign 

housing exclusion for 2012 is $13,314 

assuming the qualified individual's 

taxable year is entirely within the 

applicable period. This limitation is 

based on the annual foreign earned 

income exclusion limitation and is 

calculated as follows: 

Housing expense limitation ($95,100 x 

30%) = $28,530 

Less: Base housing cost ($95,100 x 16%) = 

($15,216) 

Maximum housing exclusion for 2012 = 

$13,314 ($28,530 - $15,216) 

Note that this amount should be 

prorated if the individual only qualifies 

for part of the year. 

Notice 2012-19 was published to 

increase the housing expense limitation 

(the $28,530 amount noted in the 

formula above) for geographic areas 

with higher housing costs when 
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compared to housing costs in the 

United States. 

What are some key 
observations? 
The following are a few key 

observations from this year's adjusted 

limitations: 

 Many cities remain unchanged, but 

a few new locations have been added 

to the list including Darwin 

(Australia) and Port of Spain 

(Trinidad and Tobago);  

 The following cities were dropped 

from the list: Canberra (Australia), 

Quebec (Canada), Ankara, Elmadag, 

and Manzarali (Turkey), as well as 

Pohnpei (Micronesia); 

 Other notable cities had moderate to 

significant increases, though the 

impact may be minimal given the tax 

rates in such countries (which often 

make it beneficial to claim foreign 

tax credits and forego the exclusion.)  

Most notably, Sao Paulo (Brazil) 

increased from $46,500 to $56,600. 

In addition, Tokyo (Japan) went 

from $118,500 to $128,000.  

Various other cities in Japan also 

increased.  For example, Atsugi, 

Camp Zama, Chiba-Ken, Fussa, and 

Machidi-Shi, among others, went 

from $49,900 to $55,100, while 

Okinawa Prefecture increased from 

$68,800 to $74,200.  Geneva 

(Switzerland) also increased from 

$87,200 to $94,100; 

 Some cities had moderate decreases 

in their housing limitations.  For 

example, various cities within 

Canada decreased.  Montreal went 

from $60,100 to $56,500 and 

Calgary decreased from $42,500 to 

$39,900.  Other Canadian cities had 

moderate decreases in the $1,300 to 

$4,500 range.  Mexico City (Mexico) 

decreased from $49,100 to $43,400.  

Gosselies and two other cities in 

Belgium went from $44,500 to 

$43,300.  Camp Colbern, among 

other cities in Korea, decreased from 

$54,200 to $52,500.  Various cities 

within the United Kingdom also had 

smaller decreases in the $500 to 

$1,200 range; 

 Tokyo, Japan still has the highest 

limitation of $128,000. 

The Bottom Line 
The U.S. tax reductions attributable to 

Section 911 can provide an important 

benefit for multinational companies 

that tax equalize their employees 

working overseas.  Practitioners should 

be aware of the additional relief 

provided under Notice 2012-19 for U.S. 

citizens and residents who qualify for 

the foreign housing exclusion or 

deduction under Section 911.  However, 

it is important to note that taxpayers 

should consider whether Section 911 as 

compared to the foreign tax credit will 

provide the greatest tax benefit -- an 

often complex determination due to the 

various limitations.   

 

 

 

  

 

 

 



 

PwC Global Watch 3 

 

For more information, please do not hesitate to contact: 

Peter Clarke  (203) 539-3826  peter.clarke@us.pwc.com  

Al Giardina  (203) 539-4051  alfred.giardina@us.pwc.com  

Derek Nash  (202) 414-1702  derek.m.nash@us.pwc.com  

Evelyn Behrend (267) 330-6220  evelyn.behrend@us.pwc.com 

Clarissa Cole  (213) 217-3164  clarissa.cole@us.pwc.com  

 

This document is for general information purposes only, and should not be used as a substitute for consultation with professional advisors. 
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