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OR

OR

INDIVIDUAL TAXATION 

GROSS INCOME 

< ADJUSTMENTS > 

ADJUSTED GROSS INCOME 

STANDARD DEDUCTION 

ITEMIZED DEDUCTIONS 

< EXEMPTIONS > 

TAXABLE INCOME 

FEDERAL INCOME TAX 

< TAX CREDITS > 

OTHER TAXES 

< PAYMENTS > 

TAX DUE     REFUND 
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INDIVIDUAL TAXATION 

Wages 
Interest 
Dividends 
State Tax Refunds 
Alimony Received 
Business Income 
Capital Gain/Loss 
IRA Income 
Pension and Annuity 
Rental Income/Loss 
K-1 Income/Loss 
Unemployment Compensation 
Social Security Benefits 

GROSS INCOME 

Other Income 

Educator Expenses 
IRA 
Student Loan Interest Expenses 
Tuition & Fee Deduction 
Health Savings Account 
Moving Expenses 
One-Half Self-Employment FICA 
Self-Employed Health Insurance 
Self-Employed Retirement 
Interest Withdrawal Penalty 

< ADJUSTMENTS > 

Alimony Paid 

ADJUSTED GROSS INCOME 

Medical (in excess of 7½% of AGI) 
Taxes – State/Local (Income/Sales & Property) 
Interest Expense – (Home & Investment) 
Charity (up to 50% of AGI) 
Casualty/Theft (in excess of 10% of AGI) 
Miscellaneous (in excess of 2% of AGI) 

< ITEMIZED DEDUCTIONS > 

Other Miscellaneous 

 Yourself 
2008 $3,500 Spouse < EXEMPTIONS > x

Dependents 
   

TAXABLE INCOME 
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INDIVIDUAL TAXATION—FILING STATUS

I. FILING 

A. REQUIREMENT FOR FILING (WHO MUST FILE?) 

1. General Rule 

Generally, a taxpayer must file a return if his or her income is equal to or greater than 
the sum of: 

a. The personal exemption plus 

b. The regular standard deduction (except for married filing separately) plus 

c. The additional standard deduction amount for taxpayers age 65 or over or blind 
(except for married persons filing separately). 

2. Exceptions 

Certain individuals must file income tax returns even if their income is lower than the 
"general rule" requirement. 

a. Individuals whose net earnings from self-employment are $400 or more must file. 

b. Individuals who can be claimed as dependents on another taxpayer's return, 
have unearned income, and gross income of $900 (2008) or more must file. 

c. Individuals who receive advance payments of earned income credit must file. 

B. WHEN TO FILE 

1. Due Date: April 15 

Individual taxpayers must file on or before the fifteenth day of the fourth month following 
the close of the taxpayer's taxable year, which is April 15. 

2. Extension 

a. Automatic Six-Month Extension 

An automatic six-month extension (until October 15) is available for those 
taxpayers who are unable to file on the April 15 due date.  The automatic six-
month extension is not an extension for the payment of any taxes owed.  
Although granted automatically, the six-month extension must be requested by 
the taxpayer by filing Form 4868 by April 15th. 

b. Payment of Tax 

With either extension, the due date for payment of taxes remains April 15.   

3. Taxpayers Who are Out of the Country 

Taxpayers who are outside of the United States on the filing date and have their 
principal place of business outside the United States or are stationed outside the United 
States have an automatic two-month extension to file, but not to pay.  Such persons 
need not file for the extension, but must include documentation if the extension is taken.  
They can also request the other extensions under the same rules as for other 
taxpayers.
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II. FILING STATUS 

A. SINGLE/END OF YEAR TEST 

Any taxpayer who does not qualify for one of the other filing classes must use single status by 
default.

1. Single at year end 

OR 

2. Legally separated 

B. JOINT RETURNS/END-OF-YEAR TEST 

In order to file a joint return, the parties must be married at the end of the year, living together 
in a recognized common law marriage, or married and living apart but not legally separated or 
divorced.

1. If married during the year, they may file a joint return provided they are married at year 
end.

2. If divorced during the year, they may not file a joint return. 

3. If one spouse dies during the year, a joint return may be filed. 

C. MARRIED FILING SEPARATELY 

A married taxpayer may file a separate return even if only one spouse had income.  In a 
separate property state, a husband and wife who elect to file married filing separately must 
report their own income, exemptions, credits, and deductions on their individual tax returns.  
In a community property state, most of the income, deductions, credits, etc., are split 50/50. 

D. QUALIFYING WIDOW(ER) (SURVIVING SPOUSE) 

1. For Two Years After Spouse's Death 

A qualifying widow(er) is a taxpayer who may use the joint tax return standard 
deduction and rates (but not the exemption for the deceased spouse) for each of two 
taxable years following the year of death of his or her spouse, unless he or she 
remarries.  In the event of a remarriage, the surviving spouse will file a tax return (joint 
or separate) with the new spouse. 

2 Principal Residence for Dependent Child 

The surviving spouse must maintain a household that, for the whole entire taxable year, 
was the principal place of abode of a son, stepson, daughter, or stepdaughter (whether 
by blood or adoption).  The surviving spouse must also be entitled to a dependency 
exemption for such individual. 

FILING STATUS
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E. HEAD OF HOUSEHOLD 

Head of household status entitles certain taxpayers to pay lower taxes.  The lower tax results 
from a larger standard deduction and "wider" tax brackets.  To qualify, the following 
conditions must be met: 

1. The individual is not married, is legally separated, or is married and has lived apart from 
his/her spouse for the last six months of the year at the close of the taxable year. 

2. The individual is not a "qualifying widow(er)." 

3. The individual is not a nonresident alien. 

4. The individual maintains as his or her home a household that, for more than half the 
taxable year, is the principal residence of: 

a. A Son or Daughter 

(1) Legally adopted children, stepchildren, and grandchildren qualify as sons 
and daughters. 

(2) Working Families Act: The definition of head-of-household conforms with 
the uniform definition of a child.  To qualify for head-of-household status, 
the child must either be a qualifying child or qualify as the taxpayer's 
dependent (qualifying relative). 

b. Father or Mother (Not Required to Live With) 

A dependent parent is not required to live with the taxpayer, provided the 
taxpayer maintains a home that was the principal residence of the parent for the 
entire year.  Maintaining a home means contributing over half the cost of upkeep.  
This means rent, mortgage interest, property taxes, insurance, utility charges, 
repairs, and food consumed in the home.  

c. Dependent Relatives (Must Live With) 

Parents, grandparents, brothers, sisters, aunts, uncles, nephews, and nieces (as 
well as stepparents, parents-in-law, etc.) qualify as relatives.  A dependent 
relative (other than a father or mother) must live with the taxpayer.  Note that 
cousins, foster parents, and unrelated dependents do not qualify. 

5. Summary 

Dependent Lives With 

Child Yes Yes 

Parent Yes No 

Relative Yes Yes 

PASS KEY 

In order to avoid confusing the required time period for different filing statuses, just remember: 

Widow/widower Whole year 

Head of household Half a year (more than) 

W

H



Regulation 1 Becker CPA Review

R1-10 © 2009 DeVry/Becker Educational Development Corp.  All rights reserved.

INDIVIDUAL TAXATION—EXEMPTIONS 

I. PERSONAL EXEMPTIONS 

Generally, an individual is entitled to a personal exemption that is indexed annually for inflation.  For 
2008, this amount is $3,500. 

A. PERSONS CLAIMED AS DEPENDENTS 

Persons eligible to be claimed as dependents on another's tax return will not be allowed a 
personal exemption on their own returns. 

B. MARRIED TAXPAYERS 

1. Each Spouse Receives Personal Exemption 

Each married taxpayer claims his or her own personal exemption on the joint or 
separate return, as the case may be.  The exemption for a spouse is always considered 
to be a personal exemption (not a dependency exemption) even if the spouse does not 
work. 

2. Spouse as Personal Exemption on a Separate Return 

Usually, a married taxpayer filing separately is entitled to claim only his or her own 
personal and dependency exemption.  However, a married taxpayer, who files 
separately, may claim his or her spouse's personal exemption if both of the following 
tests are met: 

a. The taxpayer's spouse has no gross income; and 

b. The taxpayer's spouse was not claimed as a dependent of another taxpayer. 

C. BIRTH OR DEATH DURING YEAR 

If a person is born or dies during the year, he or she is entitled to a personal exemption for 
the entire year.  Exemptions are not prorated. 

PASS KEY 

The CPA Examination will intentionally test on the qualifications for exemptions (both personal and dependency).  The actual 
dollar amounts (which change each year due to indexing) are rarely tested.

EXEMPTIONS


