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Quick Notes 



Due to limited resources, this webinar does 
not qualify for Continuing Education Credits. 
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09.23.2014 Introduction 

Continuing Education Credit 

FTB Form 540NR 



Using Your Control Panel 
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Let’s Get Started! 
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Objectives 
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• Filing Requirements and Status 

• Community and Separate Property Rules 

• Income Sourcing 

• Preparing Nonresident Returns 

• Things to Remember for Part-Year Residents 

• Military 

• Self-Help Tools 



Filing Requirements and Status 



Filing Requirements 
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FTB Form 540NR 

Generally, a 540NR needs to be filed if: 

• Nonresidents receive CA sourced income, and 

• Their gross or adjusted gross income from all sources 
exceeds the threshold listed in the 540NR Booklet 

            

09.23.2014 Filing Requirements 



Filing Requirements 
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FTB Form 540NR 

There may be situations individuals are required to file a 
return; even if, they did not meet the income thresholds.  
 
A list of situations are in FTB 540NR Booklet, under: 
 
• Requirements for Children with Investment Income 
• Other Situations When You Must File 

09.23.2014 Filing Requirements 



Filing Status 
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Individuals must use the same filing status as federal, 
except if: 

• An active member of the United States armed forces 
or any auxiliary military branch                            

• Registered domestic partnership (RDP), or 

• A nonresident for the entire year and had no income 
from CA sources 



Filing Status 
John is domiciled and a resident of New York. His wife, 
Marcia, is domiciled and a resident of California. She 
works in California earning W-2 wages.  
 
Because California is a community property state, 50 
percent of her wages are allocated to John. Therefore, 
John has California source income even though he was 
never in California.  
 
They would have to use the same filing status as federal 
because one of the three exceptions was not met. 
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Filing Status 

John and Marcia are domiciled and residents of New York, which is a 
separate property state. Marcia worked in CA earning W-2 wages. Because 
Marcia is domiciled in a separate property state, she would not allocate any 
of her income to John. Marcia would report all of her income if she filed 
separately from her husband for federal purposes. 
 
Marcia is a nonresident with sourced income so she would have a 
California filing requirement. However, John is a nonresident with no 
sourced income so he would not have to file in California. 
 
Therefore, the requirements of the last bullet are met and Marcia could use 
a different filing status for California. 
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Community and Separate 
Property Rules 

 

 

 
 

            

 

 



Community and Separate Property Rules 
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FTB Form 540NR 

  

09.23.2014 
Community and Separate 

Property Rules 

Domicile is the one place where you maintain a true, 
fixed, and permanent home to which you intend to return 
whenever you are absent.  
 
 



Community and Separate Property Rules 

15 

 

 

FTB Form 540NR 

Community property – Individuals must split income earned 
or received with their spouse.  
 
 
 
 
Separate property – Individual reports all income earned or 
received. 

09.23.2014 
Community and Separate 

Property Rules 



Community and Separate Property Rules 

16 

States in the U.S. that follow community property rules are: 

 

FTB Form 540NR 09.23.2014 
Community and Separate 

Property Rules 

Arizona New Mexico 
California Texas 
Idaho Washington 
Louisiana Wisconsin 
Nevada 



Community and Separate Property Rules 
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The following US Territories are also community property: 

• Puerto Rico 

• Guam 

• Commonwealth of Northern Mariana Islands 

FTB Form 540NR 09.23.2014 
Community and Separate 

Property Rules 



Community and Separate Property Rules 
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Income considered community property: 
 
• Compensation for services 

• Retirement pay 

• Interest and dividends 

• Capital gain 

• Any income from property held jointly 

09.23.2014 
Community and Separate 

Property Rules 



Income Sourcing 

 

 



Income Sourcing 
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• Compensation for services rendered – Where the work was 
performed 

• Tangible property – Where the property is located 
• Gambling winnings – Where the activity took place 
• Intangible property –  Generally, the state of residence 
• Trade or business income – Where the business activity is 

conducted or apportioned 

FTB Form 540NR 
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Preparing a Nonresident Return 

 

 

 
 

            

 

 



Preparing a Nonresident Return 
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FTB Form 540NR 

• CA residents are taxed on all income from all sources 

• CA nonresidents are taxed on income from CA sources 

• CA part-year residents are taxed: 
o While a resident, all income from all sources 
o While a nonresident, income sourced to CA 
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Preparing a Nonresident Return 
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FTB Form 540NR 

  

09.23.2014 Filing a 540NR 

• CA resident – is any individual who meets any of the 
following: 
o Present in CA for other than a temporary or 

transitory purpose. 
o Domiciled in CA but outside CA for a temporary or 

transitory purpose. 
• CA nonresident – is any individual who is not a 

resident. 
• CA part-year resident - is any individual who meet 

both resident and nonresident criteria. 
 



Preparing a Nonresident Return 

What California return to use? 
 
• Residents of California would use Form 540 
• Part-Year or nonresidents would use Form 540NR 
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Preparing a Nonresident Return 
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Line 13 of the 540NR MUST match Line 37 of the 1040 



Preparing a Nonresident Return 
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The purpose of the Schedule CA (540NR) is to: 
• Identify the domiciles and also, current and past residency 

information 

• Enter the amounts of income and deduction reported on your 
federal return 

• Adjust the income and deductions reported on your federal 
return for differences in CA and federal law 

FTB Form 540NR 
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Preparing a Nonresident Return 
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Also, the purpose of the Schedule CA (540NR) is to: 
• Determine the portion of income reported on your federal 

return that was earned or received from CA sources while you 
were a nonresident 

• Determine your allowable standard deduction or itemized 
deductions 

FTB Form 540NR 
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Preparing a Nonresident Return 
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Mr. and Mrs. Grasp were California nonresidents for the entire 
year. They are domiciled in a community property state. Mrs. 
Grasp works for a local retail outlet in her home state.  
 
During the housing crisis, she bought rental property in her 
neighborhood and placed it in service. The rental is in her name 
only and she is receiving rental income every month.  
 
Mr. Grasp is an engineer working for a local construction firm. His 
company sent him to CA for two months to consult on a project. 
He returned home after the job was done. All other income they 
received is held jointly. 

 FTB Form 540NR 
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Preparing a Nonresident Return 
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FTB Form 540NR 
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Mr. Grasp’s Wages $75,000 

Mrs. Grasp’s Wages $35,000 

Joint Bank Interest $100 

State Tax Refund $450 

Capital Gains from Stock Sales $10,000 

Mrs. Grasp’s Rental Income $12,000 

Federal AGI $132,550 

Itemized Deductions $25,450 

State Taxes Paid $1,563 



Preparing a Nonresident Return 
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Preparing a Nonresident Return 
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Preparing a Nonresident Return 
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Preparing a Nonresident Return 
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Preparing a Nonresident Return 
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Preparing a Nonresident Return 
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Preparing a Nonresident Return 
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Preparing a Nonresident Return 
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Things to Remember for Part-
Year Residents  
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Part-year residents use both: 

• Resident rules 
o CA residents are taxed on all income from all sources 

• Nonresident rules 
o CA nonresidents are taxed on income sourced to CA 

FTB Form 540NR 
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Things to Remember for Part-Year Residents 
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FTB Form 540NR 

Sally’s employer transferred her to their California branch 
as the new Vice President of Operations. Sally moved to 
California and started her new job on July 1. She plans to 
stay in California indefinitely.  

09.23.2014 Part-Year Residents 



Things to Remember for Part-Year Residents 
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09.23.2014 Part-Year Resident 

The following is her income for the year: 
 INCOME AMOUNTS CA TAXABLE 

Wages $65,000 

Bank Interest $100 



Things to Remember for Part-Year Residents 
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09.23.2014 Part-Year Resident 

The following is her income for the year: 
 INCOME AMOUNTS CA TAXABLE 

Wages $65,000 $32,500 

Bank Interest $100 $50 



Military 

 

 

 
 

            

 

 



Military 
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The difference between Temporary Duty Assignment (TDY)  

and Permanent Change of Station (PCS): 

• TDY – refers to an active duty military service member 
travel assignment at a location other than a permanent 
change of station 

• PCS – refers to an official relocation of an active duty 
military service member 

09.23.2014 Filing Requirements 



Military 
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Servicemembers domiciled in CA are: 

• Residents while stationed in CA on PCS orders 

• Treated as a nonresident while stationed outside CA on 
PCS orders 

09.23.2014 Military 
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Alex is domiciled in California and is stationed at Livermore 
Logistic Air Command, CA. She was sent to North Carolina on TDY 
orders for training. The training will be about 2 months. 
 
Would she be treated as a nonresident while in NC? 

FTB Form 540NR 
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Military 
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Alex domiciles in California and is stationed at Livermore Logistic 
Air Command, CA. She was sent to North Carolina on TDY orders 
for training. The training will be about 17 months. 
 
Would she be treated as a nonresident while in NC? 
 
No. In order for Alex to be treated as a nonresident, she would 
need have to be transferred to NC on PCS orders not TDY. 

FTB Form 540NR 09.23.2014 Military 
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Connor, a CA domicile, is stationed at Wright Patterson AFB, OH. 
He received PCS orders to Andrews AFB, VA to be an interpreter 
in DC. The air force sent him to the Defense Language Institute in 
Monterey, CA to learn Arabic before reporting to Andrews AFB. 
The school will be 179 days long. 
 
Will Connor be treated as a CA resident while in Monterey? 

FTB Form 540NR 09.23.2014 Military 



Military 
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Connor, a CA domicile, is stationed at Wright Patterson AFB, 
OH. He received PCS orders to Andrews AFB, VA to be an 
interpreter in Washington, D.C. The air force sent him to the 
Defense Language Institute in Monterey, CA to learn Arabic 
before reporting to Andrews AFB. The school will be 179 
days long. 
 
Will Connor be treated as a CA resident while in Monterey? 
 
No. Connor is in CA on TDY orders. In order for him to be 
treated as a resident, he would need to be in CA on PCS 
orders. 



Military 
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Servicemember Civil Relief Act prohibits us from: 

• Making military members, who are domiciled in another state, 
a CA resident solely by reason of being stationed in CA on PCS 
orders. 

FTB Form 540NR 

 
 

            

 

 

09.23.2014 Military 



Military 

51 

Servicemember Civil Relief Act prohibits us from: 

• Making military members, who are domiciled in another state, 
a CA resident solely by reason of being stationed in CA on PCS 
orders. 

• Treating military compensation of active duty military 
members, who domiciled in another state but stationed in CA 
as CA source income. 

FTB Form 540NR 
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Servicemember Civil Relief Act prohibits us from: 

• Making military members, who are domiciled in another state, 
a CA resident solely by reason of being stationed in CA on PCS 
orders. 

• Treating military compensation of active duty military 
members, who domiciled in another state but stationed in CA 
as CA source income. 

• Using  military compensation of active duty military members 
who domicile in another state to increase their CA tax liability 
imposed on other income earned. 

FTB Form 540NR 
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Military Pay Adjustment (MPA) applies when: 

• Active duty military member does not domicile in CA 

• Military W-2 wages is excluded from any AGI limitation, and 

• Military pay is subtracted on the Schedule CA (540NR) 

FTB Form 540NR 
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Revenue and Taxation Code §17140.5 



Military 
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In 2013, Jason joined the army from Wisconsin. He went through 
basic training at Fort Jackson, South Carolina. After training, he 
was transferred to California on PCS orders. He got a second job 
at the Post Exchange. 

Would the military pay adjustment apply?  

FTB Form 540NR 09.23.2014 Military 



Military 

55 

In 2013, Jason joined the army from Wisconsin. He went through 
basic training at Fort Jackson, South Carolina. After training, he 
was transferred to California on PCS orders. He got a second job 
at the Post Exchange. 

Would the military pay adjustment apply?  
 
Yes. Jason is domiciled in a state other than CA; therefore, the 
MPA would apply. 

FTB Form 540NR 09.23.2014 Military 
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FTB Form 540NR 

Jason’s military wages of $30,000 and second job wages of 
$25,000 totaled $55,000. He had no other income. 

09.23.2014 Military 
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FTB Form 540NR 

Jason’s military wages of $30,000 is entered in column B.  

09.23.2014 Military 



Military 
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FTB Form 540NR 

Jason’s wages from his second job is the only taxable portion of 
his overall income for CA.  

09.23.2014 Military 
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FTB Form 540NR 

Military Spouse Residency Relief Act (MSRRA) applies if: 
• The civilian spouse is in CA to be with the service member 

serving in compliance with military orders, and 

• The service member and spouse have the same domicile 
other than CA. 

09.23.2014 Military 
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Jordan and his wife, Sara, are stationed at Edwards AFB, CA. They 
live in base housing. Sara works at the Base Exchange as a sales 
representative and Jordan has a second job at the bowling alley 
in Lancaster, CA. 

Jordan and Sara are domiciled in Mississippi.  
 
How would their income be reported on the Schedule CA 
(540NR)? 

FTB Form 540NR 
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Jordan’s military pay $45,000 

His income from the bowling alley $10,000 

Sara’s wages $25,000 

Jordan’s bowling alley wages Sara’s wages plus Jordan’s civilian wages 



Self-Help Tools Available 

 

 

 
 

            

 

 



Self-Help Tools Available 
• FTB Publication 1031 – Guidelines for Determining Resident Status 
• FTB Publication 1032 – Tax Information for Military Personnel 
• FTB Publication 1100 – Taxation of Nonresidents and Individuals Who Change 

Residency 
• FTB Publication 1001 – Supplemental Guidelines to California Adjustments 
• FTB 540 NR Booklet  - Nonresident or Part-Year Resident Booklet 
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Self-Help Tools Available 

• Search on our website at ftb.ca.gov for nonresident and part-year resident 
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Conclusion 
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Conclusion 

California Nonresident or Part-Year 
Resident 

(FTB Form 540NR) 
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