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Peter S. Muffoletto, C.P.A.

Are you a California Resident
for Tax Purposes?

California taxpayers and residents pay the highest taxes in the United States. The tax
cost of living in California is 13.3% at the top rate, plus some of the highest property
taxes in the nation, and of course our famously high gas taxes, along with a number of
other “fees” and other costs our local governments impose for living here. That rate
applies to approximately 1.5% of Californians, those with a single income filing of at
least $263,000, or joint income of $526,000.

To make matters worse there is no capital gains rate as there is with the federal tax
system, therefore all income including capital gains are taxed as if that income was
ordinary income.

Over the past several years there has been a migration of Californians due to the tax
laws to move elsewhere to lower tax states at retirement, and for many other reasons.

With the 2018 federal tax law changes paying 13.3% after the $10,000 cap has become
further problematic along with the inability to deduct exorbitant property taxes that are
imposed upon our citizens.

There is a problem though in thinking one has escaped the clutches of California by
moving elsewhere.

California has a very broad reach into other states, and shares information that is
provided to those state taxing authorities. The California Franchise Tax Board, one of
the many taxing authorities for the State has been reaching out to those leaving
California to continue paying California taxes.

California can assess taxes no matter where you live.

The California’'s Franchise Tax Board (FTB) monitors both residents and non-residents,
and does so rigorously.

A California resident is anyone in the state for other than a temporary or transitory
purpose.

This also includes anyone domiciled in California who is outside the state for a
temporary or transitory purpose.

The burden is on the taxpayer in proving if one is not a Californian for tax purposes.
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Should you reside in California for more than 9 months, you are presumed to be a
resident.

On the other hand if your job requires you to be outside the state generally it takes 18
months to be presumed not be a resident.

Your domicile is your fixed permanent home, the place where you intend to return to
even when you are elsewhere whether for work, or other reasons.

Many Californians look to leave the state before selling real estate or a business.

Some get the travel itch right before cashing in shares, a public offering, or settling
litigation.

Some who plan carefully can make their exit work, yet many would-be former
Californians have unrealistic expectations about establishing residency in a new state.

They may have a hard time distancing themselves from California, and they may not
plan on California tax authorities pursuing them.

You can have only one domicile for tax purposes both under federal and state income
tax laws. That set of facts will depend upon your intent, but be aware that the facts will
be the determining factor as to whether you continue to pay taxes to California, or not.

The Franchise Tax Board compares property tax information with those who file income
tax returns with the State. In many instances those who continue to own property in
California are often sent inquiries, and find themselves under audit due to the fact that
they continue to own property here when failing to file an income tax return.

Where you own your primary residence is one of the larger factors, where you vote, pay
your primary utilities, how many days you spend outside of California are all factors.

In one instance that FTB reviewed the credit card spending of a taxpayer who claimed
to live elsewhere, and found that taxpayer actually had spent more than 180 days inside
the State, and declared his earnings subject to California taxes.

Where your spouse and children reside counts factors into the evaluation as well as
does the location where your children attend school.

Your days inside and outside the State are important, as is the purpose of your travels.

Where you have bank accounts, where you belong to social, religious, professional and
other organizations is also relevant.

Voter registration, vehicle registration and driver’s licenses are factored into whether
you are a California resident for tax purposes.

Where you are employed is key. You may be a California resident even if you travel
extensively and are rarely in the state. Where you own or operate businesses is
relevant, as is the relative income and time you devote to them.



Taxpayers with unrealistic expectations can end up with big bills for taxes, interest and
penalties.

In addition while the IRS can audit up to three years, California law can audit forever.
Several factors allow the FTB an unlimited amount of time to audit you.

California like the IRS can audit your tax returns for an unlimited time if you do not file
an income tax return with the State.

While you might claim that you are no longer a resident and have no California filing
obligation the FTB can disagree.

Filing a non-resident tax return reporting your California-source income as a non-
resident can prevent the FTB from auditing past their normal four year Statute of
Limitations.

We here at Muffoletto & Company believe that the more informed you
are in regards to the rules and regulations that affect you the more we
can be of service.

Should you have questions relating to any tax or financial matters call
at
(818) 346-2160,
or you can visit us on the web at
www.petemcpa.com!

Providing individuals, small businesses, corporations,
partnerships, professionals, and other business entities with the
necessary guidance and answer's for a complex world.

IMPORTANT NOTICE

The contents of this email and any attachments to it may contain privileged and confidential information from Muffoletto &
Company.

This information is only for the viewing or use of the intended recipient. If you are not the intended recipient, you are hereby
notified that any disclosure, copying, distribution or use of, or the taking of any action in reliance upon, the information
contained in this e-mail, or any of the attachments to this e-mail, is strictly prohibited and that this e-mail and all of the
attachments to this e-mail, if any, must be immediately returned to Muffoletto & Company or destroyed and, in either case, this
e-mail and all attachments to this e-mail must be immediately deleted from your computer without making any copies hereof.

If you have received this e-mail in error, please notify Muffoletto & Company by e-mail immediately.

To ensure compliance with Treasury Department regulations, we wish to inform you that, unless expressly stated otherwise
in this communication (including any attachments) any tax advice that may be contained in this communication is not
intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties under the Internal
Revenue Code or applicable state or local tax law provisions or (ii) promoting, marketing or recommending to another party
any tax-related matters addressed herein.
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us.

You may do so by emailing us at

pete@petemcpa.com
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