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Introduction
This publication is for married taxpayers who
are domiciled in one of the following commu-
nity property states:

Arizona,

California,

Idaho,

Louisiana,

Nevada,

New Mexico,

Texas,

Washington, or

Wisconsin.

You should understand how community
property laws affect the way you figure your in-
come on your federal income tax return. Your
federal taxes are affected by community prop-
erty laws only if you are married, live in a com-
munity property state and are filing separate
returns. In most cases, your tax will be less by
filing a joint return if you are married. Some-
times, however, it may be to your advantage to
file separate returns. If filing separate returns,
you have to determine your community in-
come and your separate income.

Useful Items
You may want to see:

Publication

□ 504 Divorced or Separated Individuals

□ 505 Tax Withholding and Estimated
Tax

Ordering publications and forms.  To order
free publications and forms, call 1-800-TAX-
FORM (1-800-829-3676).  You can also write
to the IRS Forms Distribution Center nearest
you.  Check your income tax package for the
address.



Free tax help.   You can get free tax help from Community property.   Community property income from community to separate or from
is all property acquired by a husband or wife, separate to community. Any such agreementthe IRS throughout the year. Publication 910,
or both, during their marriage while they are that complies with the requirements of stateFree Tax Services,  describes many of the free
domiciled in a community property state. Cer- law is valid for federal income tax purposes.tax information and services you can receive,
tain property acquired by gift or inheritance, byincluding telephone help, next.
purchase with separate funds, or by exchange
of separate property for other property is notTelephone help.   You can call the IRS with Separate Property andcommunity property. (see Separate Propertyyour tax questions Monday through Friday dur-
and Separate Income, later). Community prop-ing regular business hours. Check your tele- Separate Income erty also includes property that spouses havephone book for the local number or you can
agreed to convert from separate property to The laws of the state in which you are domi-call 1-800-829-1040.
community property. ciled govern whether you have separate prop-

According to state law, each spouse owns erty and separate income.Telephone help for hearing-impaired per-
half of all community property. All communitysons.  If you have access to TDD equipment,
property belongs as much to one spouse as it Separate property.  Generally, separateyou can call 1-800-829-4059 with your tax
does to the other. property is all the property owned separatelyquestions or to order forms and publications.

If property cannot be identified as separate by you or your spouse before your marriage,See your tax package for the hours of
property, it will be considered community as well as money earned while domiciled in aoperation.
property. For federal tax purposes, the prop- noncommunity property state. It is also prop-
erty is classified according to the laws of the erty acquired separately after marriage by you
state in which you are domiciled. or your spouse as a gift or inheritance. Sepa-

Domicile rate property may be acquired during marriage
Community income.  Generally, community by buying property with separate funds or by

 You may have community property and com- income is all income from community property, exchanging separate property for other
munity income or separate property and sepa- as well as salaries, wages, and other pay for property.
rate income depending on the state in which the services of either or both a husband and
you are domiciled. If you are married and your wife during their marriage. Separate income.  Generally, under the com-domicile is different from that of your spouse, In Idaho, Louisiana, Texas, and Wisconsin, munity property system, income from separatethe laws of each domicile must be examined to income from most separate property is treated property is income of the spouse who ownsdetermine whether you have community prop- as community income. You must identify com- the property. However, in Idaho, Louisiana,
erty or community income. munity income in accordance with state law. Texas, and Wisconsin, income from most sep-

Income from real estate is community in-You have only one domicile even though arate property is community income.
come if so treated under the laws of the stateyou may have more than one home. Your

State law must be considered before fed-in which the real estate is located.domicile is a permanent legal home you intend
eral tax laws are applied. If a husband and wifeThe classification of income as either com-to use for an indefinite or unlimited period, and choose to file separate returns, the laws of themunity or separate is important if you and yourto which, when absent, you intend to return. community property state where they arespouse file separate federal tax returns. If youThe question of your domicile is mainly a mat- domiciled govern whether they have separatedo, half of all community income must be re-ter of your intention as indicated by your ac- or community income.ported by you and the other half by yourtions. You must be able to show with facts that

spouse.you intend a given place or state to be your
Income from property acquired with bothCommunity property laws disregarded. permanent home. If you move into or out of a
separate and community funds.  Generally,Community property laws will not apply tocommunity property state during the year, you
if you acquire property during your marriagean item of community income, and you will bemay or may not have community income.
partly with community funds and partly withresponsible for reporting it if:The following are some of the factors con- separate funds, the property is part community

sidered in determining domicile: 1) You treat the item as if only you are enti- property and part separate property. Income
tled to the income, andWhere you pay state income tax, from the part of the property bought with com-

munity funds is community income. Income2) You do not notify your spouse of the na-Where you vote,
from the part bought with separate funds isture and amount of the income by the due

Location of property you own, community income or separate income, de-date for filing the return (including
pending on the laws of the state in which youextensions).Your citizenship,
are domiciled.

Length of residence, and Relief from separate return liability for
community income.  You are not responsibleBusiness and social ties to the community.
for reporting an item of community income if Deductions all  of the following conditions exist:Amount of time spent.  The amount of time

spent in one place does not always explain the If you file separate returns, your deductions1) You do not file a joint return for the tax
difference between home and domicile. A generally depend on whether the expenses in-year,
temporary home may continue for months or volve community or separate income.2) You do not include that item of community
years while a domicile may be established the

income in your gross income on your sep-
first moment you occupy the property. Your in- Business and investment expenses.  If youarate return,
tent is the determining factor in proving where file separate returns, expenses incurred to

3) You establish that you did not know ofyou actually have your domicile. earn or produce community business or in-
(and had no reason to know of) that com- vestment income are generally divided equally
munity income, and between you and your spouse. Each of you is

entitled to deduct one-half of the expenses on4) Under all facts and circumstances, itCommunity Property your separate returns. If you file separate re-would not be fair to include the item of
turns, expenses incurred to earn or producecommunity income in your gross income.and Community Income
separate business or investment income are

 The laws of the state in which you are domi- deductible by the spouse who owns the in-Spousal agreements.  In some states a hus-
ciled govern whether you have community come. These expenses may be subject toband and wife may enter into an agreement
property and community income. other limitations, such as those described inthat changes the status of certain property or
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Publication 535, Business Expenses and Pub- Earned income.  You must treat earned living apart all year,  you must treat your in-
l icat ion 550,  Investment  Income and income that is not trade or business or partner- come according to the laws of your state. In
Expenses. ship income as the income of the spouse who some states, income earned after separation

performed the services to earn the income. but before a decree of divorce continues to be
Earned income means wages, salaries, pro- community income. In other states, it is sepa-Personal expenses.  Expenses that are paid
fessional fees, and other compensation for rate income.out of separate funds, such as medical ex-
personal services. Earned income does notpenses, are deductible by the spouse who
include any social security or social securitypays them. If these expenses are paid from
equivalent of tier 1 railroad retirement benefitscommunity funds, the deduction is divided End of the Maritalyou may receive during the year.equally between you and your spouse.

Trade or business income.  You must Community 
treat income and related deductions from a

The marital community may end in severaltrade or business that is not a partnership asNonresident Alien ways. When the marital community ends, thethose of the person carrying on the trade or
community assets (money and property) arebusiness.Spouse divided between the spouses.Partnership income or loss.  You must

The division of community property in con-If you choose to treat your nonresident alien treat income or loss from a trade or business
nection with a divorce or property settlementspouse as a U.S. resident for tax purposes and carried on by a partnership as the income or
does not result in a gain or loss. For informa-you are domiciled in a community property loss of the spouse who is the partner.
tion on the tax consequences of the division ofstate, you use the community property rules. Separate property income.  You must
community property under a property settle-You must file a joint return for the year you treat investment income from the separate
ment or divorce decree, see Publication 504.make the choice. You can file separate returns property of one spouse as the income of that

Each spouse is taxed on half the commu-in later years. For details on making this spouse.
nity income for the part of the year before thechoice, see Publication 519, U.S. Tax Guide Social security benefits.  You must treat
community ends. However, see Spouses liv-for Aliens. social security benefits received during the
ing apart all year, earlier. Any income receivedIf you are a U.S. citizen or resident who is year, including the social security equivalent
after the marital community ends is separatemarried to a nonresident alien, and you do not portion of tier 1 railroad retirement benefits, as
income. This separate income is taxable onlychoose to treat your nonresident alien spouse the separate income of the spouse who re-
to the spouse to whom it belongs.as a U.S. resident for tax purposes, you treat ceived them.

An absolute decree of divorce or annul-your community income in the manner ex- Other income.  You must treat all other
ment ends the marital community in all com-plained next under Spouses living apart all community income, such as dividends, inter-
munity property states. A decree of annul-year. However, you do not have to meet the est, rents, royalties, or gains, as provided
ment, even though it holds that no validfour conditions discussed there. The condi- under the state community property laws.
marriage ever existed, usually does not nullifytions also do not apply if both spouses are Example.  Daniel and Sharon were mar-
community property rights arising during thenonresident aliens not eligible to be treated as ried throughout the year but did not live to-
so-called ‘‘marriage. ’’ Check your state law.U.S. residents and claiming the provisions of gether at any time during the year. Both were

A decree of legal separation or of sepa-foreign community property laws. domiciled in Texas, a community property
rate maintenance  may or may not end thestate. They did not file a joint return or transfer
marital community. The court in the state issu-any of their earned income between them-
ing the decree may terminate the marital com-selves. During the year their incomes were asSpouses Living Apart munity and divide the property between thefollows:
spouses. Check your state law.The following discussion gives the rules for

A separation agreement  may divide theDaniel Sharonseparated spouses.
community property between you and yourWages . . . . . . . . . . . . . . . . . . . . . . . . . $20,000 $22,000
spouse. It may provide that this property alongSpouses living apart all year.  If you are mar- Consulting business fees . . . . . . 5,000
with future earnings and property acquired willried at any time during the calendar year, spe- Partnership income . . . . . . . . . . . . 10,000
be separate property. Such an agreement maycial rules apply in reporting certain community Dividends from separate
end the community. In some states, the mari-income on your tax return if all of the following property . . . . . . . . . . . . . . . . . . . . . 1,000 2,000
tal community ends when the husband andconditions exist: Interest from community
wife permanently separate, even if there is noproperty . . . . . . . . . . . . . . . . . . . . . 500 5001) You and your spouse live apart all year.
formal agreement. Check your state law.

Total $26,500 $34,5002) You and your spouse do not file a joint re-
turn for a tax year beginning or ending in

Under the community property laws ofthe calendar year.
Texas, all of Daniel and Sharon’s income is Basis of Property3) You and/or your spouse have earned in- considered community income. Sharon did

come for the calendar year that is com- of a Survivingnot take part in Daniel’s consulting business.
munity income. Ordinarily, Daniel and Sharon would each Spouse 4) You and your spouse have not trans- report half the total community income,
ferred, directly or indirectly, any of the $30,500 ($26,500 +  $34,500 ÷  2), on their In community property states, each spouse
earned income in (3) between yourselves separate returns. But because they meet the usually is considered to own half the estate
before the end of the year. Do not take four conditions discussed earlier, they must (excluding separate property). If either spouse
into account transfers of very small disregard community property law when re- dies, the total value of the community property
amounts or value. Also, do not take into porting their income, except the interest from generally becomes the basis of the entire
account a payment or transfer to or for community property. They should report on property, including the portion belonging to the
your dependent child even though the their separate returns only their own earnings surviving spouse. For this to apply, at least half
payment or transfer satisfies an obligation and other income and their share of the inter- the community interest must be includible in
of support imposed on your spouse. est from community property. Daniel reports the decedent’s gross estate, whether or not

$26,500 and Sharon reports $34,500. the estate must file a return.
If all of these conditions exist, you and your For example, if at least half the fair market
spouse must report your community  income Other separated spouses.  If you and your value of the community interest is includible in
as explained below. See also Community spouse are separated but do not meet the four the decedent’s estate and the fair market
property laws disregarded,  discussed earlier. conditions discussed earlier under  Spouses value of the total community interest is
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$100,000, the basis of the surviving spouse’s forms showing the division of income and tax $1,000 a month in retirement pay, $500 is con-
half of the property is $50,000. The basis of sidered community income, half ($250) his in-withheld.
the other half to the decedent’s heirs is also come and half ($250) his wife’s.If you and your spouse file separate re-
$50,000. turns, an extension of time allowed to you for

For more information on the basis of as- Lump-sum distributions.  If you receive afiling your return does not extend the time for
sets, see Publication 551, Basis of Assets . lump-sum distribution from a qualified retire-filing the separate return of your spouse. If you

ment plan, you may be able to choose optionaland your spouse file a joint return, you cannot
methods of figuring the tax on the distribution.file separate returns after the due date for fil-
You may be able to use the 5-year or 10-yearing that return has passed.Preparing a Federal tax option. You must disregard community
property laws for purposes of this tax option.Income Tax Return  Identifying Income and For information,  see Publication 575, Pension

The following discussion does not apply to Deductions and Annuity Income (Including Simplified Gen-
spouses meeting the condit ions under eral Rule), and Form 4972, Tax on Lump-SumTo figure the best way to file your return —
Spouses living apart all year. Those spouses Distributions.jointly or separately — you must identify your
must report their community income as ex- community and separate income and deduc-
plained in that discussion. Gains and losses.   Gains and losses havetions according to the laws of your state.

the same character as the property from whichCommunity income exempt from federal
Joint versus separate return.  Ordinarily, fil- the gain or loss arose. For example, a loss ontax generally keeps its exempt status for both
ing a joint return will give you the greater tax separate property, such as stock held sepa-spouses. For example, under certain circum-
advantage. But in some cases, your combined rately, is a separate loss. On the other hand, astances, income earned outside the United
income tax on separate returns may be less loss on community property, such as a casu-States is tax exempt. If you earned income
than it would be on a joint return. alty loss due to storm damage to your homeand met the conditions that made it exempt,

You can file a separate return if you and held as community property, is a communitythe income is also exempt for your spouse
your spouse do not agree to file a joint return loss.even though he or she may not have met the
or if it results in less tax.  However, if you file a See Publication 544, Sales and Other Dis-conditions.
separate return: positions of Assets, for information on gains

and losses.  See Publication 547, Nonbusi-1) Your spouse should itemize deductions if Military retirement pay.  State community
ness Disasters, Casualties, and Thefts, for in-you itemize deductions because he or she property laws apply to military retirement pay.
formation on losses due to a casualty or theft.cannot claim the standard deduction. Generally, the pay is either separate or com-

munity income based on the marital status and2) You cannot take the credit for child and Individual retirement arrangements.   Youdomicile of the couple while the member of thedependent care expenses in most must disregard community property laws forarmed forces was in active military service.instances. purposes of determining the contributions you
Pay earned while married and domiciled in

can make to your IRA.  You may make contri-3) You cannot take the earned income a community property state is community in- butions to your IRA based on your own com-credit. come. This income is considered to be re- pensation.  For information on IRAs, see Publi-4) You cannot exclude any interest income ceived half by the member of the armed forces ca t ion  590 ,  Ind iv idua l  Re t i rementfrom Series EE U.S. Savings Bonds that and half by the spouse. Arrangements (IRAs).you used for higher education expenses.

Civil service retirement.  For income tax pur-5) You cannot take the credit for the elderly Personal exemptions and dependents. 
poses, community property laws apply to an-or the disabled unless you lived apart When you file separate returns, you must
nuities payable under the Civil Service Retire-from your spouse for all of 1995. claim your own exemption ($2,500 in 1995).
ment Act (CSRS) or Federal Employee You cannot divide the amount allowed as a6) You may have to include in income more Retirement System (FERS). deduction for a dependent between you andof your social security benefits (including

Whether a civil service annuity is separate your spouse. When you have more than oneany equivalent railroad retirement bene-
or community income depends on the marital dependent supported by community funds,fits) you received in 1995 than you would
status and domicile of the employee when the you and your spouse may divide the number ofon a joint return.
services for which the annuity is paid were per- dependents between you in any manner you
formed. Even if you are now living in a non- choose. Figure what your tax would be if you filed a community property state and you receive a

Example.  Ron White supports his wifejoint return (community property laws do not civil service annuity, it may be community in-
and three dependent children with communityapply when filing a joint return) and then figure come if it is based on services you performed
funds. If he and his wife file separately, only heyour tax on separate returns under the com- while married and domiciled in a community
may claim his own exemption, and only hismunity property laws of your state. Compare property state.
wife may claim her own exemption. By agree-the tax figured under both methods and use

If a civil service annuity is a mixture of com- ment, Ron may claim any or all three exemp-the one that results in less tax.
munity income and separate income, it must tions for his children and his wife may claim If you file separate returns, you and your
be divided between the two kinds of income. any remaining children, or his wife may claimspouse must each report half of your com-
The division is based on the employee’s domi- any or all three exemptions for her childrenbined community income and deductions in
cile and marital status in community and non- and Ron may claim any remaining children.addition to your separate income and deduc-
community property states during his or her They may not divide the total deductiontions. List only your share of the income and
periods of service. amount for their three children ($7,500)deductions on the appropriate lines of your

Example.  Henry Wright retired last year equally between them.separate tax return (wages, interest, divi-
from civil service after 30 years of service. Hedends, etc.).
and his wife were domiciled in a communityAttach a worksheet to your separate re- Self-employment tax.  If any of the income
property state during the last 15 years of thatturns showing how you figured the income, de- from a trade or business other than a partner-
service.ductions, and federal income tax withheld that ship is community income under state law, it is

Since half of the service was performedeach of you reported. A worksheet, shown subject to self-employment tax as the income
while the Wrights were married and domiciledlater, may be used for this purpose. If you do of the spouse carrying on the trade or
in a community property state, half of the civilnot attach a worksheet, each taxpayer should business.
service retirement pay is considered to beattach a photocopy of the other spouse’s Partnership income.  If you are a partner
community income. If Mr. Wright receivesForms W-2 or 1099-R. Make a notation on the and your distributive share of any income or
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loss from a trade or business carried on by the allocated to the spouse liable for the obliga- Walter received $94 in taxable interest from
partnership is community income, treat the tion may be used to offset that liability.  The his savings account. He also received $155 in
share as your net earnings from self-employ- portion allocated to the injured spouse can dividends from stock that he owned. His inter-
ment. No part is treated as net earnings from be refunded. est and dividend income is his separate in-
self-employment by your spouse. If both you come under the laws of his community prop-
and your spouse are partners, then each of erty state.Estimated tax.  In determining whether you
you must claim your share in figuring net earn- Mary received $140 in dividends frommust pay estimated tax, apply the estimated
ings from self-employment for self-employ- stock that she owned. This is her separate in-tax rules to your estimated income. These
ment tax purposes. come. In addition, she received $3,000 as arules are explained more fully in  Publication

part-time dental technician. No income tax505.
Earned income credit.  For purposes of the was withheld from her salary.If you think you may owe estimated tax and
earned income credit, compute your earned The Smiths paid a total of $3,850 in medi-wish to pay the tax separately, determine
income without regard to community property cal expenses. Medical insurance of $700 waswhether you must pay it by taking into account:
laws. You may not claim this credit if your filing paid out of community funds. Walter paid the1) Half the community income and
status is married filing separately. remaining $3,150 for an operation he had outdeductions,

For more information about the credit,  see of money he inherited from his father.
2) All of your separate income and deduc-Publication 596, Earned Income Credit. The Smiths had $6,842 in other itemized

tions, and deductions, none of which were miscellane-
Withholding tax.  Report the credit for federal ous itemized deductions subject to the 2% ad-3) Your own exemption and any exemptions
income tax withheld on community wages in justed gross income limit. The amounts spentfor dependents that you may claim.
the same manner as your wages. If you and for these deductions were paid out of commu-
your spouse file separate returns on which nity funds.Whether you and your spouse pay esti-
each of you reports half the community wages, To see if it is to the Smiths’ advantage tomated tax jointly or separately will not affect
each of you is entitled to half the income tax file a joint return or separate returns, a work-your choice of filing joint or separate income
withheld on those wages. sheet  (shown next) is prepared to figure theirtax returns for the year.

federal income tax. Walter and Mary mustIf you and your spouse paid estimated tax
Offset against debt.   If you overpaid your tax claim their own exemptions on separatejointly but want to file separate income tax re-
and are due a refund, it may be used to pay returns.turns, either of you may claim all of the esti-
past-due child and spousal support or a fed- The summary at the bottom of the work-mated tax paid, or you may divide it between
eral debt.  When a joint return is filed and only sheet compares the tax figured on the Smiths’you in any way that you agree upon.
one spouse is obligated to pay these obliga- joint return to the tax figured on their separateIf you cannot agree on a division, the esti-
tions, the other spouse can be considered an returns. The result is that by filing separatelymated tax you may claim is equal to the total
injured spouse.  If you are an injured spouse, under the community property laws of theirestimated tax paid times the tax shown on
you may qualify to receive your share of the state, the Smiths would save $184 in incomeyour separate return divided by the total tax
joint refund.  If you qualify, file Form 8379, In- tax.shown on your return and your spouse’s
jured Spouse Claim and Allocation. If the Smiths were domiciled in Idaho, Loui-return.

 Overpayments are allocated under the siana, Texas, or Wisconsin, the result would
community property laws of the state in which be slightly different, because in those statesExample 
you are domiciled. income from separate property generally is

Walter and Mary Smith are married and domi- treated as community income. If they lived in● If community property is subject to premari- ciled in a community property state. Their two one of those states, the interest on Walter’stal or other separate debts of either spouse, minor children and Mary’s mother live with savings account and the dividends from stockthe full joint overpayment may be used to them and quali fy as their dependents. owned by each of them would be dividedoffset the obligation. Amounts paid for their support were paid out equally on their separate returns.
● If community property is not subject to pre- of community funds.

marital or other separate debts of either Walter received a salary of $38,160. In-
spouse, the portion of the joint overpayment come tax withheld from his salary was $3,360.
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Table 1. Worksheet—Walter and Mary Smith

Separate Returns
Joint Return

Walter’s Mary’s

Income (Walter’s):
Salary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $38,160 $19,080 $19,080
Interest and dividends ($155 dividends + $94 interest) . . . . . . . . . . . . . . . . . . . . 249 249 –0–
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 38,409 $ 19,329 $ 19,080

Income (Mary’s):
Salary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,000 $ 1,500 $ 1,500
Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 140 –0– 140
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,140 1,500 1,640

Adjusted gross income (AGI) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 41,549 $ 20,829 $ 20,720
Deductions (Community) Not subject to the 2% AGI limit . . . . . . . . . . . . . . . . . . $ 6,842 $ 3,421 $ 3,421
Deductions (Medical):
Premiums. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 700 $ 350 $ 350
Medical expenses (Walter’s) 3,150 3,150 –0–
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,850 $ 3,500 $ 350

(Minus) 7.5% of AGI . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,116) (1,562) (1,554)
Medical expense deduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 734 $ 1,938 $ –0–
Total deductions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7,576 $ 5,359 $ 3,421

Subtract total deductions from AGI1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 33,973 $ 15,470 $ 17,299
(Minus) exemptions2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (12,500) $ (5,000) $ (7,500)
Taxable income .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 21,473 $ 10,470 $ 9,799

Tax3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,221 $ 1,571 $ 1,466
(Minus) federal income tax withheld . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,360) (1,680) (1,680)

Overpayment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (139) $ (109) $ (214)

1The itemized deductions are greater than the standard deduction of $6,550 for married filing jointly and $3,275 for married filing separately.
2An allowance of $2,500 for each exemption claimed is subtracted—5 on the joint return, 2 on Walter’s separate return, and 3 on Mary’s separate return.
3The tax on the joint return is from the column of the Tax Table for married filing jointly. The tax on Walter’s and Mary’s separate returns is from the column of the Tax Table
for married filing separately.

Table 1. Summary

Tax on joint return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,221
Tax on Walter’s separate return . . . . . . . . . . . . . . . . . . $1,571
Tax on Mary’s separate return . . . . . . . . . . . . . . . . . . . . 1,466
Total tax filing separate returns . . . . . . . . . . . . . . . . . . . 3,037
Tax savings by filing separate returns . . . . . . . . . . . . $ 184
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Table 2. Allocation Worksheet

1 2 3
Total Income Allocated to Allocated to

(Community/Separate) Husband Wife

1. Wages (each employer)

2. Interest Income (each payer)

3. Dividends (each payer)

4. State Income Tax Refund

5. Capital Gains and Losses

6. Pension Income

7. Rents, Royalties, Partnerships, Estates, Trusts

8. Taxes Withheld

9. Other items such as: Social Security Benefits, Bus-
iness & Farm Income or Loss, Unemployment
Compensation, Mortgage Interest Deduction, etc.

NOTES
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