Steps to Take in Order to Reduce Tax Deductions at Source
The following steps must be completed in order for clergy to reduce tax deductions at source.
1. The church treasurer must complete and sign a Clergy Residence Deduction form (T1223E).  The treasurer is responsible for completing only part B of the form, parts A and C are completed by the member of clergy.
2. The member of clergy is responsible for filling out a T1213 form and having it signed by an authorized person.  Under the section “Request to reduce tax on” the box for salary should be ticked off.  All amounts paid to the member of clergy should be placed in this section i.e. stipend, housing allowance and utilities.  Under the section “Deductions from income and non-refundable tax credits” the section called “other” the reason for the request should be “Clergy Residence Deduction”.  The amount that is being deducted should be placed in this section.

3. The last part that must be included in your filing to CRA is a letter of employment that states that the individual is employed by the congregation.  The following is an example of what might be acceptable.

“This letter is to confirm that Rev. Stephen Smith of 143 Summer Dr, Toronto ON M5G 1D3, is a clergy person in full time employment with St. Andrew’s Presbyterian Church.  His annual salary for 2011 will be $54,000.”
The letter should be completed on church letter head and signed.

Once all of the above steps are completed the member of clergy will mail all of the items to their local CRA office.  CRA will then send a letter back in 4-6 weeks confirming your request to reduce tax deductions for the year stated on the forms. 
http://www.cra-arc.gc.ca/E/pbg/tf/t1213/README.html 

http://www.cra-arc.gc.ca/E/pbg/tf/t1223/README.html 
