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Summary 

 The Internal Revenue Services (IRS) has released Notice 2011-8, which provides 

adjustments to the limitations on housing expenses that are eligible for exclusion or 

deduction in specific locations in 2011. 

 

As provided by the tax code, a qualified individual is allowed to exclude from gross 

income certain foreign earned income and housing costs of that individual. Housing 

costs eligible for exclusion or deduction purposes are limited to the allowed “housing 

cost amount” over a base housing amount. The housing cost amount is limited to 

30% of the foreign earned income limitation. For 2011, the foreign earned income 

limitation is $92,900, so the housing cost amount is limited to $27,870 ($92,900 x 

30%). The base housing amount is 16% of the foreign earned income limitation or 

16% x $92,900, which equals $14,864. Therefore, the housing exclusion for 2011 is 

limited to $13,006 ($27,870–$14,864). 

 

Notice 2011-8 provides guidance for specific locations in 2011 where a taxpayer can 

claim a housing cost amount above this 30% limitation. Hong Kong, Moscow, and 

Tokyo continue to be the locations with the highest allowed housing expense 

limitation, with Tokyo the highest at $118,500.  

 

Election to apply 2011 adjusted limitations to 2010 

In Notice 2011-8, the limitation on housing expenses in some locations is higher 

than the prior limitations published in 2010 (see Notice 2010-27). Similar to the 

option that was provided last year, an option has again been provided that allows a 

qualified individual incurring housing expenses during 2010 in one of these locations 

to apply the adjusted limitation provided in this notice on the 2010 tax return. 

Treasury and the IRS anticipate that this election to apply housing expense 

limitations in the immediately preceding year will be made available in future annual 



notices adjusting the housing limitations as well. 

 

Notice 2011-8 is attached for your reference. 

 
People to contact 

If you have any questions concerning the issues in this GES NewsFlash, please 

contact one of the tax professionals as follows: 

                       

Kent Klaus 

Tel: + 1 312 486 2571 

 

Michael Loskove  

Tel: + 1 312 486 2026  

 

This NewsFlash information is also included in our biweekly GES newsletter, Global 

InSight, which you will receive directly if you are on the central distribution list. 

 

If you are not on the central distribution list and received this communication by 

some other means, you can follow these few simple steps to be added to the central 

distribution list: 

‒ Go to the Deloitte Subscriptions Page on Deloitte.com 

‒ Make sure that under Step 1 you select “Tax” and “Global Employer 

Services”  

‒ Under Step 2, select “Global InSight” 

‒ Under Step 3, fill out your contact information and click “Save Profile” 

 

Be sure to visit us at our Web site: www.deloitte.com/tax 

 

If you require information about doing business in a specific country, including 

individual tax considerations, please log on to www.deloittetaxguides.com and select 

the countries of interest. In addition to detailed guides, there are at-a-glance 

summaries contained in the Snapshot series section. 
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