Calculation of Marriage Penalty and Bonus—2003 Income Tax Law

Example 1. Marriage Penalty

Before Marriage

Family A. Mother, 2 children



Family B. Cohabiting Male

Earnings




$20,000

Earnings



$20,000
Subtract deductions

   3 personal exemptions @ $3,050 each
-$9,150

   1 personal exemption 

-$ 3,050

   Standard deduction (head of household)
-$ 7,000

   Standard deduction (single)
-$ 4,750

Taxable income
 $ 3,850



Taxable income    $12,200 

Tax liability before credits $   385


Tax liability before credits  $  1,484

Subtract Nonrefundable Credits

   Child Tax Credit


-$ 385

Subtract Refundable Credits



   Earned Income Tax Credit & Refundable


Child Tax Credit


-$3,834

Total tax liability for household before marriage -$3,834 + $1,484 = -$2,350

After Marriage

Married couple, 2 children

Combined Earnings


$40,000

Subtract deductions

  4 personal exemptions @ $3,050 each
-$12,200

  Standard deduction (married)

-$ 9,500

 


Taxable income    $18,300



Tax liability before credits  $ 2,045

Subtract Nonrefundable Credits

   Child Tax Credit


-$ 2,000

Subtract Refundable Credits

   Earned Income Tax Credit & Refundable 


Child Tax Credit


$0

Total tax liability for household after marriage $45

Marriage Penalty = $2,395

Calculation of Marriage Penalty and Bonus—2003 Income Tax Law

Example 2. Marriage Bonus

Before Marriage

Family A. Mother, 2 children



Family B. Cohabiting Male

Earnings




$     0

Earnings



$20,000
No taxes owed, not eligible for any credits


Subtract deductions

   1 personal exemption 

-$ 3,050



   Standard deduction (single)
-$ 4,750


Taxable income    $12,200 

Tax liability before credits  $  1,484

Total tax liability for household before marriage $1,484 = $1,484

After Marriage

Married couple, 2 children

Combined Earnings


$20,000

Subtract deductions

  4 personal exemptions @ $3,050 each
-$12,200

  Standard deduction (married)

-$ 9,500

 


Taxable income    $     0



Tax liability before credits  $    0  

Subtract Refundable Credits

   Earned Income Tax Credit & Refundable 


Child Tax Credit


-$4,044

Total tax liability for household after marriage -$4,044

Marriage Bonus = $5,528
