Tax Tricks & Tips,

By Michele Pisacano, CPA

As the next part of my series, “Understanding Your Tax Return”, I want to share with you the different filing statuses, when they apply, and what benefits they provide.
So, where do you begin?  First, you must determine all the filing statuses that you qualify for.  Next, you ask your tax professional to calculate your tax return using the different methods, and the IRS allows you to file using whichever legitimate status provides you with the greatest benefit.  What a deal, right?  So, let’s discuss each filing status is detail to help you decide.

Single taxpayers are unmarried or legally separated on the last day of the year.  If you were widowed before the first day of the year, and remained unmarried through the year, you are single as well, but have more advantages filing with another status.
Married  taxpayers have 2 choices: Married Filing Jointly (MFJ) or Married Filing Separately (MFS).  MFJ applies when two spouses agree to file a joint return, combining all income and deductions and accepting responsibility for each others taxes, interest and penalties due.  This method is most offer lower then other methods, if both spouses agree.  MFS is the option that married couples can choose if they do not agree to file a joint return or want to be responsible only for their own taxes.  Only rarely does MFS offer advantages over MFJ, but you should perform the calculations each year to make sure.
Aside from Single or Married, 2 other statuses apply: Head of Household (HOH) and Qualifying Widow(er) with Dependent Child (QW).  To claim the HOH filing status, an individual must pay more then 50% of the household expenses for a home which contains a qualifying person (most often, a relative that has a dependency relationship on the maintainer of the home).  The QW filing status can be used for 2 years following the death of a spouse, provided that the taxpayer remains unmarried, and pays more then 50% of maintaining the main home of a dependent child.

I know this is a lot to soak in, but its worth taking the time each year to determine your most advantageous filing status…you’ll be amazed at the impact on your bottom line!

Note:  The above advice is not meant to be comprehensive tax planning advice, and you should always consult a tax professional if you have any questions.  For additional information and resources, or to submit questions for future columns, please visit www.cpamichele.com. 

