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GMS Flash Alert 
 

 

2026-090 | 9 April 2026 

United States – IRS Releases 2026 Section 911 Housing 
Cost Limitations 

On April 7, 2026, the U.S. Internal Revenue Service (IRS) released Notice 2026-25, which updates 
the list of foreign locations with high housing costs relative to the United States. The notice is 
effective for tax years beginning on or after January 1, 2026. However, if the 2026 adjusted housing 
limitation amounts are higher than those provided in 2025, taxpayers may elect to use the higher 
2026 amounts on their 2025 federal income tax returns. 

WHY THIS MATTERS 

This list is used for individuals living in foreign locations who claim the foreign housing cost exclusion on their 
U.S. federal income tax returns under section 911 of the Internal Revenue Code (I.R.C.). Employers seeking 
to accurately estimate the tax cost of an assignment from the United States to a foreign location may need to 
update their calculations to account for changes to the adjusted housing cost limitations.  

 

Background 
I.R.C. section 911 permits qualifying individuals whose tax home is in a foreign country, and who meet specific 
requirements as to residence or presence in a foreign country, to elect to exclude certain amounts of foreign 
earned income and foreign housing costs for purposes of their U.S. federal income tax. The foreign earned 
income exclusion amount is indexed annually and the maximum amount for 2026 is $132,900. The housing 
cost exclusion generally is equal to the foreign housing expenses of the taxpayer to the extent they exceed a 
base amount equal to 16 percent of the foreign earned income exclusion (thus, $21,264 for 2026), subject to 
a limitation equal to 30 percent of the foreign earned income exclusion (thus, $39,870 for 2026). However, for 
certain foreign locations with high housing costs the 30-percent limitation can be adjusted by the U.S. 
Department of the Treasury. 

Notice 2026-25 
The 2026 notice includes a table that identifies locations within foreign countries with high housing costs 
relative to the housing costs in the United States. The table sets out adjusted limitation amounts for the 
excludible housing expenses for individuals who qualify to claim the section 911 exclusions for 2026. Thus, a 
qualified individual incurring housing expenses in one or more of the high-cost locations identified in the table 
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may use the adjusted limitation provided (in lieu of the statutory amount of $39,870) in determining the 
excludible housing cost amount. A qualified individual who incurs housing expenses in a locality other than 
one of those listed in the table is subject to the statutory housing expense limitation of $39,870 for 2026. 

Notable Changes 
Of the 137 locations listed in the 2026 notice, 60 show an increase in the limitation amount compared with 
2025, 71 show no change, and only 6 show a decrease. This contrasts with the 2025 notice, which showed 
only 17 locations with an increase, 79 with no change, and 50 with a decrease. 

The location with the highest limitation this year is Geneva, where the limitation increased by $14,300 to 
$116,900. Hong Kong follows as the second highest and the limitation remains unchanged at $114,300. 
Moscow has the third highest limitation and is also unchanged, with $108,000 as the limitation.  

Zurich has the largest increase for 2026. The limitation increased by $27,999 to $67,218. Vancouver and the 
Grand Cayman Islands both increased by over $16,000 to $73,400 and $64,193, respectively. In addition, 
Krakow is new to the list for 2026 with a limitation of $54,900. Please see the following chart for notable 
increases in 2026.  

Country City / Area  2026 Limit   Change from 2025 to 2026  

Canada Vancouver 73,400                                                  
16,800  

Cayman Islands Grand Cayman 64,193                                                   
16,193  

Germany Kaiserslautern, Landkreis 48,100                                                     
8,600  

Germany Pirmasens 48,100                                                     
8,600  

Germany Sembach 48,100                                                     
8,600  

Germany Zweibruecken 48,100                                                     
8,600  

Poland Krakow 54,900                                                   
15,900  

Switzerland Bern 82,200                                                   
10,100  

Switzerland Geneva 116,900                                                   
14,300  

Switzerland Zurich 67,218                                                   
27,999  

 

The six locations with a decrease in the limitation were in Korea and Japan; however, the decreases were 
minor (less than $500).  

Among other locations where it is common for U.S. assignees to claim the section 911 exclusions, the 
amounts for Kuwait City, Kuala Lumpur, Doha, Abu Dhabi, and Dubai all remain unchanged, whereas the 
amount for Singapore increased by $3,800 to $86,700. A number of these locations may also have the time 
requirements waived to qualify for the foreign earned income exclusion due to the war in the Middle East; 
however, the IRS likely won’t announce these updates until 2027.  
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KPMG INSIGHTS 

As stated above, where the 2026 adjusted housing limitation amounts for 2026 are higher than those provided 
in 2025, taxpayers may elect to use the higher 2026 amounts on their 2025 federal income tax returns. As the 
limitation increased for 60 locations, it may be beneficial to elect the higher 2026 amounts, particularly as 
some of the increases are significant.  

For more information on the foreign earned income exclusion and the housing amount exclusion, see chapter 
1 of U.S. Taxation of Americans Abroad, a publication of KPMG LLP (U.S.). 
 

 

ENDNOTES: 
1 See Notice 2026-25. 

2 For coverage on the list of foreign locations for 2025, see GMS Flash Alert 2025-057 (March 7, 2025). 

 

*     *     *     * 

 

https://kpmg.com/kpmg-us/content/dam/kpmg/pdf/2023/taxation_of_americans_abroad.pdf
https://www.irs.gov/pub/irs-drop/n-26-25.pdf
https://kpmgus.sharepoint.com/sites/US-OI-SVC-Tax-GMS/FlashAlerts/Forms/AllItems.aspx?id=%2Fsites%2FUS%2DOI%2DSVC%2DTax%2DGMS%2FFlashAlerts%2Ffa25%2D057%2Epdf&parent=%2Fsites%2FUS%2DOI%2DSVC%2DTax%2DGMS%2FFlashAlerts
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Contacts 

For additional information or assistance, please contact your local GMS or People Services professional or 
one of the following professionals with the KPMG International member firm in the United States: 
 

 
John Seery 
Principal 
Washington National Tax –  
Global Mobility Services 
+1 202 533 3313 
jseery@kpmg.com 

 
 
Ben Francis 
Director 
Washington National Tax –  
Global Mobility Services 
+ 1 202 533 5708 
 bfrancis@kpmg.com 

 
 
Sam Rusher 
Senior Manager 
Washington National Tax –  
Global Mobility Services 
+ 1 312 665 2005 
srusher@kpmg.com 

 

The above information is not intended to be "written advice concerning one or more Federal tax matters" subject to the 
requirements of section 10.37(a)(2) of Treasury Department Circular 230 as the content of this document is issued for general 
informational purposes only. 
 

The information contained in this newsletter was submitted by the KPMG International member firm 
in the United States. 

 
www.kpmg.com 
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