DEMYSTIFYING
THE CHANGE OF DOMICILE
PROCESS

How to be prepared for your state residency audit
before you move from a high-income tax state to a
NO INCOME TAX state.
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THE PROBLEM

Most high-net-worth individuals are completely
unprepared for the highly intrusive state
residency audit once they stop paying income
taxes in their home state.

It is a very common problem that high-income
earners know all too well. You decided to move
out of your high-income tax state and settle in
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a no income tax state like Florida for
example. You purchased a house or
are renting a condo. You made sure
that you lived the requisite number

of days in Florida to count as a state
resident. At this point, everything

is fine, right? Well, like many others,
there is a long list of additional factors
that high tax states like New York, New
Jersey and California consider before

loosening their grip on your tax dollars.

This long, exhaustive list is a lot, even
for the most astute taxpayer. The
unfortunate result that people realize
after the fact is that they owe tens of
thousands, hundreds of thousands or
even millions of dollars in back taxes.
You have worked hard for your
money. Those late nights in the office,
necessary business trips, and having
to miss out on family time have
finally paid off. You are now moving
to Florida. The only problem: your
home state wants a big chunk of your
income.
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The hidden dilemma - many high-
income individuals are taken completely
by surprise by the taxes they owe once
they move out of their high-income
tax state. The misconception is that if
they simply spend 183 days or more in
their new state, they have successfully
established domicile there. Then they

YOUR HOME stop paying income taxes in their “old”

STATE WANTS home state. Then they get a letter in

the mail either fishing with questions
or announcing an audit. This is where
the problem begins. Some states like
New York have a very intrusive audit

A BIG CHUNK
OF YOUR INCOME

process and, if you or someone you
know is unlucky enough to be audited
by one of these high-tax states,
it could make your life miserable.
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(o]
~50%
OF ALL TAXPAYERS AUDITED
FOR NEW YORK RESIDENCY LOSE THEIR CASES

According to state tax attorneys at Hodgson Russ LLP, roughly half
of all taxpayers audited for New York residency lose their cases.! The
state’s residency program remains one of the most aggressive in the
nation, and enforcement has only intensified since the pandemic.
Keep in mind that the chance of a residency audit is close to 100% for
those high-income earners moving from high-income tax states who
either stopped paying state income taxes or show reduced income
taxes on their state taxreturn. You see, before the COVID-19 pandemic,
many states faced a revenue shortfall (New York, Minnesota, and
California). A residency audit is a way to help their budget, especially
since most taxpayers are unprepared prior to tax audit. A Freedom of
Information Act (FOIA) request submitted by Topia and later reported
by Bloomberg Tax revealed that New York State conducted more than
15,000 residency audits in recent years, resulting in assessments

exceeding $1 billion.2 Based on these figures, the implied average
liability per audit case falls within thousands of dollars, with
numerous high-income taxpayers incurring six-figure assessments.?

'Hodgson Russ LLP. (2024, June 25). Updates on New York State & City Audit Programs — Roundtable. New York State Society of
CPAs Nassau Chapter.

2 Mittal, N. (2021, August 19). The tax auditors are coming for ex-New Yorkers. Bloomberg Industry Group (Bloomberg Tax).

3 Hodgson Russ LLP. (2022, March 30). What to expect in a residency audit. Hodgson Russ LLP.
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$1BILLION

COLLECTED IN NEW YORK RESIDENCY AUDITS WITH
NUMEROUS HIGH-INCOME TAXPAYERS FACING
SIX-FIGURE BILLS.

The Audit Triggers

Be aware of those things that can trigger an audit by the state you are saying you
are no longer a resident. There are many legitimate circumstances for taxpayers to
no longer pay state income taxes, however you must be prepared well in advance
of an audit. Some of the triggers include items like:

> Filing a nonresident return when you have a permanent home in the state.
> Not filing a return when there is some connection to the state.
> Filing a nonresident return when you've file resident returns in years prior.

100%

CHANCE OF BEING AUDITED IN SOME HIGH-INCOME TAX
STATES AFTER MOVING TO A NO INCOME TAX STATE

So, what does a high-income individual do if he or she resides in a high-income tax
state and wants to properly establish domicile in a no income tax state like Florida?
First, do not panic. Clear Advice is here to help. This eBook was written specifically
to help high-income individuals like you who are considering or in the process of
changing residency.
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YOUR SOLUTION

First, accept the fact that there is a lot of hard work that goes
into establishing a new domicile correctly, so that it passes
muster when the auditors come calling. If you have lived part
of the year in another state, even if it exceeds 183 days (six
months and a day), you're not necessarily in the clear. You must
“properly” establish domicile. Properly establishing domicile is
more than simply renting or buying a condo and “living” in the
Sunshine State for 183 days or more. It is more than changing
your driver’s license or voter registration. If you are audited, the
burden of proof is on you to produce the desired evidence that
you moved to a new location with the “intent” to remain there
permanently. The questions go deeper than you would expect.
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Properly Establishing Domicile

To properly establish domicile outside of your high-tax
state, you must follow and actively maintain some very
elaborate rules. One big one is where do you maintain a
residence as your “primary abode”. How do you do that?
To effectively answer that question, you must prove that
this is your primary residence by showing things like:

The residence is livable You receive your
all year round important mail there

Most of your life revolves Your children and spouse
around that residence live there, or other family
is nearby

In short, the issue here regarding the establishment
of domicile is all about proving your intent to the tax
authorities. Does your life revolve around this residence?
Or does this residence get some use, but most of your
life revolves around your residence located in the high-
income tax state? The concept of intent is extremely
subjective and decided based upon the standards of the
state auditor assigned to you, so no two cases look alike.
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Understanding Domicile vs Residency

Some high-income tax states like New York have two ways in which
they determine whether you are a resident of New York State. The
first is the domicile Test and the second is the Statutory Residence
Test.

Taking New York as an example, the domicile Test is implemented to
determine if you have your primary, permanent and one true home in
New York. This test is based on intent and is subjective.

The Statutory Residency Test (six month and a day rule) is to help
auditors determine if an individual maintains a “Permanent Place of
Abode” in the state of New York and spends more than 183 days in
each of the year in question. Even spending one hour in the state
could be considered one full day in the eyes of an auditor (The same
applies for residencies in New York City subject to city tax).
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WHO WE ARE

We are Clear Advice, a firm that helps individuals and business owners transition
from high-income tax states to Florida and other no-income-tax states. Our
mission is to demystify the change of domicile process while saving you time and

money.

Because the process can be long and arduous, Clear Advice helps take the pain out
of the change of domicile process while helping you protect the income you have
worked so hard for.

Clear Advice offers a comprehensive streamlined process to track and monitor the
change of domicile process. Concierge ‘white glove’ services are available at each
step to make your transition as simple and painless as possible.

Audit Preparation Action Plan Documentation Transition
we help you learn we help you we help you we help you
the facts strategize for maintain the transition your
defense correct audit trail lifestyle

DO NOT MAKE MISTAKES NOW THAT LEAD TO OWING SIGNIFICANT BACK
TAXES IN THE FUTURE.
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ABOUT THE AUTHORS

ERIC DONNER JOSHUA DONNER

Co-founders Co-founders

After making their move to Florida, this father son-duo seeks to leverage their own
experiences to help others go from panic to paradise.

Friends and family were intrigued by the improved quality of life and affordability
of the Florida lifestyle that the Donner boys were living. They wondered how they
too could get a slice of the good life. So, Eric and Joshua Donner co-founded Clear
Advice.

With over 30 years as an advisor specializing in advanced tax, estate, and business
exit planning, Eric is in a unique position to leverage his expertise for this innovative
new venture.

With a robust background in organizational psychology and relationship
development, Joshua is a CEPA® certified exit planning advisor and FINRA® Series
7 registered representative. Joshua brings his unique relationship management,
analytical capabilities, and expertise in leadership development skills to Clear
Advice to facilitate the intricate and often daunting process of changing domicile.
He is committed to delivering a personalized approach to each client’s needs.
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CONTACT US TO LEARN MORE ON HOW TO PROPERLY PREPARE
FOR YOUR CHANGE OF DOMICILE.

CLEAR ADVICE

Email: Josh@clearadvicefinancial.com

Website: https://www.clearadvicefinancial.com/
Cell: (954) 295-7406
8181 W. Broward Boulevard, Suite 370, Plantation, FL 33324.
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DISCLOSURES

Securities offered through IFP Securities, LLC, dba Independent Financial Partners
(IFP), member FINRA/SIPC. Investment advice offered through IFP Advisors, LLC, dba
Independent Financial Partners (IFP), a Registered Investment Adviser. IFP and Clear
Advice Financial are not affiliated.

Neither IFP Advisors LLC, IFP Securities LLC, dba Independent Financial Partners (IFP),
nor their affiliates offer tax or legal advice. Any potential tax advantages or benefits will
depend on your circumstances. Consult your tax professional and/or legal expert
about your individual tax situation and visit IRS.gov to learn more.

The information given herein is taken from sources that IFP Advisors, LLC, dba
Independent Financial Partners (IFP), IFP Securities LLC, dba Independent Financial

Partners (IFP), and its advisors believe to be reliable, but it is not guaranteed by us as

to accuracy or completeness. This is for informational purposes only and in no event
should be construed as an offer to sell or solicitation of an offer to buy any securities
or products. Please consult your tax and/or legal advisor before implementing any tax
and/or legal related strategies mentioned in this publication as IFP does not provide
tax and/or legal advice. Opinions expressed are subject to change without notice and
do not take into account the particular investment objectives, financial situation, or
needs of individual investors. This report may not be reproduced, distributed, or
published by any person for any purpose without IFP’s express prior written consent.

This is for educational and informational purposes only and is not research or a
recommendation regarding any security or investment strategy.

Securities offered through IFP Securities, LLC (“IFP Securities”) a broker-dealer
registered with and a member of the Financial Industry Regulatory Authority (FINRA)/
SIPC. Advisory services offered through IFP Advisors, LLC, (“IFP Advisors” or “Adviser”)
an Investment Adviser registered with the Securities and Exchange Commission (SEC).
IFP Securities IFP Advisors are subsidiaries of Independent Financial Partners and often
are referred to collectively as “Independent Financial Partners” or “IFP”. Registration or
membership with any governmental or regulatory body does not imply endorsement or
approval.
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