
In re Marriage of McQuoid (9 Cal. App. 4th 1353, 12 Cal.Rptr.2d 737) 

H was a self-employed computer consultant and W was a Registered Nurse.  Parties were 
married in 1977 and have been married for 14 years.  The parties have two young daughters at 
the date of separation. 

H’s earned $54,000 in preceding year ($4,500/mo.) of separation, but testified that in current 
year his earnings were down to $3,500/mo, with little documentary evidence.  Both Parties 
have not filed tax returns since 1981 (Judgement of dissolution was entered August 8, 1990), 
the H has a tax liability of approximately $100,000 from years 1981 through 1983 and the W’s 
also has a tax liability of approximately $15,000.   

At trial H actually testified he receives “compensation” and not “income” for his computer 
consulting services and that his compensation is not taxable income. There was substantial 
evidence that H willfully refuses to make income tax payments. Hence, the court used his 
$4,500/mo. income as nontaxable as the appellate court affirmed.  

H’s argument that he was entitled to deduct taxes from his gross income in caluclting support 
regardless of whether he actually pays the tax to the authorities was rejected. 

In practice, this is the case that supports placing the adjustments made to taxable income in 
order to remove deducted expenditures not require to operate a business, commonly and 
routinely determined by forensic CPAs, into the “nontaxable income” input entry of an example 
Disso Master. But see, In re Marriage of Schulze (1997) 60 Cal.App. 4th 519, 70 Cal.Rptr.2d 488, 
as many interpret that case to stand for the same adjustments to be entered as “taxable 
income,“ an opposite conclusion.  

Hence, which Disso Master data entry input the adjustments should go (nontaxable income or 
taxable income) becomes a legal conclusion that accounting practitioners should be aware of 
and discuss with their attorney, as appropriately consistent with their case facts.  


