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So you're drenmlng about retiring to 
some bucollc town In Florida. or Nevada or 
Texas. a place where the sunshlnes almost 
every day and you can stretch your money 
a lonl: way because then Is no state lncome 
tax. 

Maybe you ought to wake up. 
There's an Increasing posslblllty that 

your former homestate will flnd you and 
demand that yw pay taxes for the rest of 
your llfe on your penslon payout or dlstrlbu- 
tlons from an lndlvldual retlrement ac- 
count. 

Wlth varying degrees of agpesslvcr- 
ness. Callfornla. New York, Oregon, Min- 
nefsoln, VeI'tnOnt, Kansas, Arkansas :ind 
Iowa track down retlrees who earned p n .  
slons while worklng In those states rrd 
prpspnt them wlth tax bllls. If peoplfn 
don't pay up, some states use colleetlim 
ag~nclis and have s e l A  property and 
bank accounts. 

Callfornla, New York. Oregon and Mlch. 
lgrn also tax IRA payouta to former rrsl- 
dents. according ton survey by Anthony P. 
Curatola. professor of accountln~ at Phllr- 
delphla's Drcxel Unlw?nlty. Three otllrr 
states - Loulslana. Mlsslselppl al~d 
Kansas - hpa# a tax on people who t;W 
money out of an IRA the same year they 
move, he sap,. 

The states masoning Is rdmple: They 
merely de/prrrd taxes an the money bulld- 
Ing up In t h m  penslons and IRAs untll It 
was wlthdram. Once the withdrawals 
start, they want thelr cut - regardless of 
wh~re  thelr former resldents hnve moved. 

In addltlon to states that currently tax 
penslons, several others - Arlzona. Gwr- 
dn. Kentucky. Lrmlslana. Ohlo and North 
Dakota - haw? laws allowing them to Lln- 
prm these taxes, s a p  the Federation of 
Tax Admlnlstrators. an asfflatlon of state 
tax nfflclal~. 

Many tax professlonals thlnk the prac- 
tice will spread. "The problem wtll get 
worse - nol better." ~ a y s  Wllllam Raby. 
senlor tax lecturer at ArlzonnState Unlver- 
slly. "The retlree population 1s Increaslng. 
and the problems of revenue-hunpy states 
arr  Increaslng." 

States, Id by Callfornla and NPW Yurk. 
are already stepping up thelr enforcpment 
-ctlons on runaway penslons, attorwys 
uho speclallze In state taxes say. "We are 
findlng a tremendous number of audlts on 
penslon dlstrlbutlons all throughout the 
U.S. thls year," says Leonard Whltrnan, 
a partner at Slegel, Whltrnan & Stadt- 
mauer. a Florham Park. N.J., law flrm 
that handles 1,500 quallfled retlrement 
plans. 

Cittlng a tax blll from the state where 
you wed to llve can be a shock. Take the 
case of Gertrude Eberly, 75 years old, of 
Fallon. Nev., a retlred unemployment In- 
surance supervisor for the state of Callfor- 
nla. 

In 1988, after she had been retlred for 10 
ypars and had moved to Nevada, she re- 
crlvpd a tax blll from Callfornla for back 
state taxes. It Included interest and a 55% 
penalty, and went all thr way back to 1978, 
s l ~ r  says. 

The orlglnal tax blll: 18,000. "They 
scared the socks off me," she says. "1 had 

. .  

she says. "Patrick Hmry would roll over In 
hls grave." 

The states, however, don't see It that 
way. "If you are a ntlree who made your 
lncome In Callfornla. you were given pref- 
erentlal treatment on the money that went 
Into your penslon plan," says ,Jim Reber. 
publlc-affairs officer for the Callfornla 
Franchise Board. "We sald: 'Let's not 
tax these folks on all thelr frlnge benefits. 
Instead, we wlll tax them when they 
recclve the money and when they are In a 
lower tax bracket.' " 

Callfornla collects about $10 rnllllon to 
$12 rnllllon a year from taxlng penslon 
payouts of former residents. Mr. Reber 
Bays. New York Tax Commlssloner James 
Wi Wctzler says hls state collects "very 
little" from these taxes and Is prlmarlly 
targetlng hlgh-Income former resldents. 

"Our maln Interest Is corporate execu- 
tives and partners In law flrms - people 
who have the freedom to execute arrange- 
ments to shelter thelr income before they 
retlre." says Mr. Wetzler. 

no idea I owed then1 money." - Resistance Movement 
The states' arguments don't placate 

Eber'yv whosaysshellveson a fixed Wllllam Hoffman. a retlred chlef sclentlst Income of S12,oOoa year, agreed to pay SSOa 
month to her bec..tax bill But in atHwhesAlrcraftCo. InEISegundo*Callf- 
October 1989, passa Mr. Hoffman, who moved to Carson Clty, 
a law preventln~ other N t e s  from attach. ~ ~ ~ ; ~ ~ f ~ , " ~ ~ t ~ , " i : ~ ~ $ ~ ~ $ ~ ~ ~ ~  
Ing property Or bank Of Nevnda penslon for Ilfe. So he founded RESIST of 
rptlrpps to back'tax She America Inc. (Retirees to Ellmlnate Stnte paying the $50 a month. 

taxallon without IncomeSollrce Tax I. The group now claims 

tens of thousands of tnemhers and spa r -  
headsa battle toenact federal ledslatlon to 
prevent mates from taxlng former resl- 
d~nts '  pnslons. 

Sen. Harry Reld ID.. Nev. ) recently got 
such a provlslon tacked onto the Denm 
crats' federal tax blll. hut President Bush 
vetoed the blll. Other r~t l ree  orpaniza 
tlons - lncludlng the National Assoclatlon 
of Retlred Federal Employees and the 
Alr Force Assoclatlon - have joined the 
battle. 

In thr_be%nnlng, the Issue of taxln~ 
former resldents' penslons affected ninstly 
rerlr~d government employees such as hls. 
Ebr ly  brause of the easy access to thelr 
records. Now, lncreaslngly sophlstlcated 
rwnputer systrms enable states to find 
private-corporation retirees as well. 
Multlstate Residents 

The tax sltuatlon becomes even mow 
ronipllratrd h ~ r  Pmployres who have 
worked In several states, accumulallng 
portlons of penslon lncome In each. Upon 
retirement, they would have to fill out 
nonnsldent tax forms for all those statrs. 
allocating the amount earned In each state 
that taxes retlrement Income. 

Not many people follow thls rule, ac. 
rountanb say. And Mr. Wetzler, the New 
York tax commlssloner, says: "No one 
defends a state of affalrs where you have 
nonresldent tax forms due from 20dlfferent 
states." He heads a task force for the 
Fcderatlon of Tax Admlnlstrators that Is 
trylng to unravel the multl-state problem. 

Stlll, the law Is the law, So what's a 
re t l re~ to do? 

Because state tax rules on former real- 
dents' penslons, IRAs and other tax-de 
ferred retlrement plans vary wldely, It's 
Important to meet wlth a tax speclallst 
before you move out of slate. 

Take the example of a New York state 
retlree who moved to Florlda, and took a 
lump sum from hls penslon to Invest In a 
real estate project. Paul R. Comeau, a 
Buffalo. N.Y.. attorney, says the man pald 
federal lncome tax on the dl~trlbutlon, but 
dldn't thlnk he owed New York any tax. 
Two year8 later, New York checked hls 
federal tax return as part of a program to 
flnd people who c l ah rd  to have left the 
state but were stlll legal resldents. The 
state discovered the lump sum and as- 
sessed a state tax on It. 

Mr. m e a u  says the man could have 
avolded the tax If he had taken the penslon 
In monthly payments as an annuity Instead 
of a lump sum, because New York exempts 
penslon annultles from state tax. 

Says Stanford T. Young, vice president 
at P.R. Taylor Inc., a Paio Alto. Calif.. 
i n v ~ s t m ~ n t b a n k n  flnmcial.~lannlna 
flrni: "lt's eswnilg that you have someone 
who understands these issueti worklng with 
yc~u to establish an approprlate dlscloSUrt! 
and flllng pnsltlon." 
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