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In brief 

The Internal Revenue Service (IRS) issued Notice 2018-44 to provide adjustments to the foreign housing 

limitations provided under Section 911(c)(2)(B) of the Code.  The adjusted limitations, which are based 

on geographic locations, are used to determine the maximum allowable annual housing exclusion or 

deduction for tax years beginning on or after January 1, 2018.  Taxpayers also may elect to apply the 2018 

adjusted limitations to tax years beginning in 2017.  In practice, an increase in the limitation for a 

particular location may result in more favorable Section 911 tax benefits for US citizens and residents 

residing in such locations, depending upon their specific situations – a potentially welcome result for 

global mobility programs.  

Employers also should consider the revised limits in Notice 2018-44 when relying on Forms 673 

(Statement for Claiming Exemption from Withholding on Foreign Earned Income Eligible for the 

Exclusion(s) Provided by Section 911) to exempt amounts eligible for exclusion from federal income tax 

withholding. 

The IRS releases this information on an annual basis. Notice 2018-44 supersedes previously released 

notices, including Notice 2017-21.  The IRS released Notice 2018-33 in April of this year, but it has been 

revoked – taxpayers should not rely on that document as it contains erroneous information. 

 

In detail 

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 2018 is $14,546, 
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 

= $31,170 ($103,900 x 30%)  

 Less: Base housing cost of 

$16,624 ($103,900 x 16%)  

 Maximum housing 

exclusion = $14,546 

($31,170 - $16,624)  

Note that this amount should be 
prorated if the individual only 
qualifies for part of the year. 
Notice 2018-44 was published 
to increase the housing expense 
limitation (the $31,170 amount  
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noted in the formula above) for 
geographic areas with higher housing 
costs when compared to housing costs 
in the United States.   

What are some key 
observations?   

The following are a few observations 

from this year's adjusted limitations:  

 An unusually high number of 

locations have been added to the 

2018 list as compared to 2017. 

They include the following: 

Antwerp, Belgium 

Hoogbuul, Belgium 

Victoria, Canada 

Montpellier, France 

Garmisch-Partenkirchen, 

Germany 

Heidelberg, Germany 

Kitzingen, Germany 

Leimen, Germany 

Mannheim, Germany 

Oberammergau, Germany 

Schwetzingen, Germany 

Seckenheim, Germany 

Wertheim, Germany 

Wuerzburg, Germany 

Shannon Area, Ireland 

Beer Sheva, Israel 

Iwakuni, Japan 

Misawa, Japan 

Jerusalem, Jerusalem 

West Bank, Jerusalem 

Camp Carroll, Korea 

Kimhae, Korea 

Pohang, Korea 

Pusan, Korea 

Uijongbu, Korea 

Waegwan, Korea 

All other cities in Korea, other 

than specifically referenced cities 

Bucharest, Romania. 

 A few locations were eliminated in 

this year’s list – they span various 

regions and include:  Guayaquil, 

Ecuador; Pápa, Hungary; 

Mazatlan, Mexico; Asuncion, 

Paraguay; and Al Udeid (in All 

Cities), Qatar.  However, 

taxpayers residing in Al Udeid (in 

All Cities) Qatar do not need to 

use the regular 2018 housing 

expense limitation amount 

because there is a catch-all 

category for ‘all cities other than 

Doha’ that applies for Qatar. 

 Hong Kong, China continues to 

have the highest limitation of 

$114,300, which remains 

unchanged from last year's 

limitation amount.  The location 

with the second highest limitation 

is Osaka-Kobe, Japan, at 

$90,664, with Bermuda trailing 

slightly at $90,000. 

 

The takeaway  

Taxpayers should not make 
assumptions about the housing 
expense limitation from year-to-year. 
Cities and locations come on and off 
the list, and limitations are adjusted 
based on housing costs annually – 
resulting in significant increases and 
decreases to expense limitations. 
Notice 2018-44 should be consulted to 
take into account the appropriate 
housing expense limit.  

The US tax reductions attributable to 
Section 911 can provide an important 
benefit for multinational companies 
that tax equalize their employees 
working overseas. Employers should 
take note of the impact changes in 
maximum housing exclusions can 
have on compensation exempt from 
federal income tax withholding when 
Form 673 is in place.  Practitioners 
should be aware of the additional 
relief provided under Notice 2018-44 
for US citizens and residents who 
qualify for the foreign housing 
exclusion or deduction under Section 
911.  

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. 
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