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20 T.C. 485 (1953)

When taxpayers elect to file a joint income tax return for a fiscal year spanning two
calendar years with different tax laws, the tax for the entire fiscal year, including the
portion attributable to the prior calendar year, must be computed based on the joint
return.

Summary

Herbert and Else Schatzki filed a joint income tax return for their fiscal year ending
June 30, 1948, which spanned calendar years 1947 and 1948, each governed by
different tax laws. The Schatzkis computed their tax liability for the portion of the
fiscal  year  falling  in  1947  using  separate  returns,  while  using  a  joint  return
computation  for  the  1948  portion.  The  Commissioner  determined  a  deficiency,
arguing that the entire fiscal year’s tax should be calculated using a joint return.
The Tax Court agreed with the Commissioner, holding that once a joint return is
elected, the tax for the entire fiscal year must be computed on that basis.

Facts

The Schatzkis, husband and wife, filed separate income tax returns for fiscal years
ending from 1939 through 1947.

For their fiscal year ended June 30, 1948, they elected to file a joint income tax
return.

The tax laws changed on January 1, 1948, which allowed married couples filing
jointly to compute their tax as if one-half of their total income was the separate
income of each.

The Schatzkis computed their tax for the portion of the fiscal year prior to January 1,
1948, using separate returns and for the portion after January 1, 1948, using a joint
return.

Procedural History

The Commissioner of Internal Revenue determined a deficiency in the Schatzkis’
income tax for the fiscal year ended June 30, 1948.

The Schatzkis petitioned the Tax Court for a redetermination of the deficiency.

Issue(s)

Whether taxpayers who elect to file a joint income tax return for a fiscal  year
spanning two calendar years with different tax laws may compute the tax for the
portion of the fiscal year attributable to the prior calendar year on the basis of
separate returns.
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Holding

No, because Section 51(b)(1) of the Internal Revenue Code requires that if a joint
return is made, the tax shall be computed on the aggregate income, and the liability
with respect to the tax shall be joint and several.

Court’s Reasoning

The  Tax  Court  relied  on  Section  108(d)  of  the  Internal  Revenue  Code,  which
addresses taxable years beginning in 1947 and ending in 1948. The Court noted that
the Schatzkis did not point to any statutory authority allowing them to compute part
of their tax based on separate returns when they elected to file a joint return for the
fiscal year.

The Court quoted Section 51(b)(1) of the Code: “If a joint return is made the tax
shall be computed on the aggregate income and the liability with respect to the tax
shall be joint and several.”

The Court reasoned that the election to file a joint return for the taxable fiscal year
requires the tax to be computed on that  basis  for  the entire year,  despite the
changes in the law during the fiscal year. The fact that they filed separate returns in
prior years was considered immaterial to the determination.

Practical Implications

This case clarifies that taxpayers must consistently apply their filing status (joint or
separate) for the entire taxable year, even when tax laws change mid-year. Once a
joint return election is made, the tax computation for the entire year must be based
on the joint return. This decision affects how taxpayers with fiscal years spanning
different tax regimes must calculate their tax liability. It prevents taxpayers from
selectively applying different filing statuses to minimize their tax burden within a
single fiscal year.


