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Representative Gene Kubina, Chair
House State Affairs Committee
Alaska State Legislature

Juneau, Alaska

Dear Representative Kubina:

I am enclosing information relating to HJR 56, urging the United
States Congress to pass legislation prohibiting a state from
imposing an income tax on the pension income of a person who is not
a resident of that state.

This resolution 1is important because several states have state
income taxes and impose a "source tax" on former residents. For
example, a person living in Alaska who retired from a job 1in
California is facing the risk of having his or her pension income
taxed by the state of California.

Taxation of Alaskan residents by other states is hardly fair.

It would be very much appreciated if you would schedule HJR 56 for
a hearing in the House State Affairs Committee at the earliest
possible time.

IT you have questions, | would be most pleased to discuss this
issue with you.

Respectfully,

Bill Hudson
BH:1h

Enclosures



FISCAL NOTE

STATE OF ALASKA BILLNO. 15 s62
1992 LEGISLATIVE SESSION
Revision Dote: Department Affected: ~ Department of Law
Title: =an Act establishing a property BRU: Legal Services
exemption. 1 Component: Operat ions
sponsor: Representative Hudson

Requestor: House Judiciary Committee COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of DoHars)
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEQUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dolars)

GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS

OTHER
FUND SOURCE:

TOTAL
POSITIONS:

FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME

TEMPORARY

Estimate of current year impact:_
ANALYSIS: (Attach a separate page if necessary.)

Please see the attached analysis.

Prepared By: Richard 1. Pegues, Director Phone:  465-3672

Division: AdministracThe-.Sp rvitfes A Dat0: January ?1. 1390
Approved by Commissioner: “tharles E. C0de, Attorney General -
Agency: Department of Law Date: January 21. 1992

Dietribuoon (by praparer): Log. Fin.. LagialaOva Sporaw, Raquoator. OMB/OBR. Gov. lagia. Ole.. & Impacted Agency(»«a|.
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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. HB 362

This bill amends AS 09.38.015 to provide that the property of an
individual is exempt from execution to satisfy a judgment in favor of another
state for the individual®s failure to pay the other state®"s income tax on the
benefits received by the individual from a pension or other retirement plan. AS
09.38.055 is also amended to provide the exemption from the same tax judgments
from bankruptcy proceedings under 11 U.S.C. These are private transactions that
do not involve the Department of Law and, consequently, there will not be a

fiscal impact for the department.



OPINION

Some lower 48 states want to tax pensions

iy K[> Don Young

As if economic conditions weren't difficult
enough for many senior citizens, a new problem
has emerged that threatens to cut into their hard-
earned pensions - the so-called "somcc" income
lax.

In an attempt to increase state revenues, a
growing number of lower *18 slates that have
slate income taxes arc imposing the "source"
income taxes on former residents who once
worked in their stales and now collect pension
payments from former employers - especially
federal retiiccs.

For example, a retired person who now lives
in Alaska (which has no stale income lax) hut
who once worked in California (which has a
slate income lax) is now facing the risk of
having their pension income taxed by the stale
of California.

| strongly feel this is wrong and | am co-
sponsoring tinec hills in Congress which would
address this unfair taxation problem.

One of these bills, UK 4.11, would pul an
immediate stop to the "source" income lax on
nonresident pension income. Thus, a person
who now lives in Alaska and collects a pension
Troiii a former employer in California (or any
other slate) would not bcsubjcct to California's
"source" lax. .

It's simply unreasonable to expect Alaskan
senior citizens to pay for the government opera-
tions and services of another state. It’simpera-
tive that wc not allow rcvcnuc-lumgry slates to
arbitrarily levy income taxes on A.'askan resi-
dents.

HR 431 is designed to stop this alarming
practice and allow our seniors to collect their
pensions without the fear of being tracked down
by states that have decided to impose the tax.

The stales of California, Oregon and lowa
have already begun imposing the "source" tax
on former residents and several other states arc
seriously considering following suit. Forty states
have laws that enable them to impose "source"

In cases of nonpayment, some states are going after
the pensions and assets of their former residents and using
collection agencies to pressure retirees into compliance.

This is absolutely wrong.

taxes on former residents.

These stales argue that some or all of pension
benefits earned when tire person was a resident
of their slate is taxable even after the person
moves to another state because the person used
their state roads, schools, police and fire service
when they were residents of their slate.

However, many of my colleagues and | dis-
agree with this rationale because these people
paid their fair share of taxes for slate services
when they were residents of that stale.

Now that these people live in Alaska, they do
not owe their former slates any more money
because they no longer use the services of their
farmer slate.

| think it's absolutely ludicrous for some
stales to rcrpiirc that retirees living in Alaska
pay taxes to finance the government operalions
of another slate.

To make the situation even worse, some

.slates arc now assessing the "source" lax retro-

actively and charging high penalties on the
retroactive tax.

In cases of nonpayment, some states arc going
after 'he pensions and assets of their former
residents and using collection agencies to pres-
sure retirees into compliance. This is absolutely
wrong.

In order to protect our seniors from this har-
assment and financial burden, MR 431 would be
retroactive to December 31, 1987, and protect
retirees from paying the "source" tax from that
dale forward.

I am also co-sponsoring HR 1531, which is
similar to HR 431 except that it is retroactive to
December 31. 1990. Congressional analysts
indicate HR 1531 has a belter chance of passage

due to its less stringent retroactivity.

In addition, 1am a co-sponsor of HR 1A55,
which also addresses the "source" tax problem by
requiring that any slate that imposes a "source"
tax must:

e provide advance notice of the lax;

« provide a taxing formula that docs not
include income from other stales; and

e provide an opportunity for retirees to pre-
pay the lax hefote they leave the stale.

Of these three bills, I prefer IR 431 because
it is more fair to our senior citizens and is
retroactive to December 31, 1987.1feel that HR
1531 is a feasible alternative because it is simi-
lar in intent to HR 431 and retroactive to De-
cember 31, 1990.

However, if there is not enough Congres-
sional support for these repeal bills, I will
support HR 1655 as a first step toward address-
ing the "source" lax dilcmnn.

It’s important lliat | point out that this is going
to be an extremely difficult battle to win.

These states arc short of cash and looking for
every possible source or revenue. Their Con-
gressional representatives will not support a
repeal of the "source" lax because it lessens the
lax burden on their current residents - and the
reality that the people who arc hit bylhctnx no
longer vote in their Congressional districts.

I lowevcr, this is a fight many Congressmen,
including myself, arc willing to Tight on behalf
of our senior citizens. I’ll keep you posted on
future developments with our-repeal legisla-
tion.

Rep. Don Youup represents Alnska in the U.S.
House of Representatives.

The Senior
August 199



Stalked by the Source Tax

By Mike Causey

W\éshinpion Posi Siaff Wier

he dream: After a long,

hard career, you retire to

sunny Florida, Texas or
Nevada, where the living is
easier and there is no state
income tax to cut into your
reduced income.

The nightmare: Your home
state tracks you down and says
you owe it taxes on your
pension— for the rest of your
iife— because you qualified for
the pension while working in
that state.

Revenue-hungry states
(which is more and more of
them) are hoping Congress will
kill bills that would bar states
from chasing the pensions of
former residents who have
moved to states that don’t have
a state income tax.

Oregon, lowa and California
use the so-called source tax
now. Most of California’s efforts
are directed at former residents
who moved across the line to
Nevada, which has no state
income tax.

The long-armed revenue
producer is called the source
tax because states that use it
consider themselves the source
of the pension benefits
ex-residents receive elsewhere.
Source-iax states say that is
appropriate because those
individuals used state roads,
schools, police and fire services
when they w-ere residents. But
retirees who have moved
contend they did their share by
paying state taxes while they
were using the services.

Maryland, Virginia and the
District do not use the source
tax. But many people who have
moved, or plan to retire to a
state with no state income tax,
worry that the source tax may
someday follow them.

So far the source-tax issue is
mostly a fight between
California and Nevada. Nevada

and Florida have passed laws
forbidding other states to seize
the property of their residents.
Texas is considering a similar
law. In the meantime, croups
representing retirees are
watching to make sure the
source tax isn’t adopted by
more states.

Rep. Barbara F. Vucanovich
(R-Nev.) and Sen. Harry Reid
(D-Nev.) have reintroduced
their bill, which would outlaw
the source tax. Sixty-seven of
435 House members are
cosponsors. About a dozen of
the 100 senators have signed
on to Reid's bill. But both plans
died in the House Judiciary and
Senate Finance committees last
year. States considering the
source-tax option hope the bills
will die in commiti.'e again.

Vucanovich will try another
route this year. Last Friday,
she introduced a bill that would
protect current retirees (but
not people retiring in the
future) from the pension source
tax. She is sending it through
the House Ways and Means
Committee rather than the
Judiciary Committee.

The Washington Post
March 27, 1991
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Congressman Young Seeks To Protect
Alaskans’ Pensions From Out-of-State Taxation

Washington, D.C. - In an effort to protect the pension income
of Alaskan senior citizens from out-of-state taxation, Alaska
Congressman Don Young is co-sponsoring legislation designed to stop
the growing practice of "source' income taxes on pension programs.

Young said a number of Lower 48 states that have state income taxes are
imposing the so-called *source™ state income taxes on former residents who once
worked in their states and now collect pension payments from their former
employers.

For example, a retired person who now lives in Alaska (which has no state
income tax) but who once worked in California (which has a state income tax) is
now facing the risk of having their pension income taxed by the State of
California. >

Young, however, is seeking to stop this practice by supporting H.R. 431,
which would put a stop to the "source income tax on non-resident pension
income. Thus, a person who now lives in Alaska and collects a pension from a
former employer in California would not be subject to California's "'source" £ /,'p*
income tax.

hi addition, Young is also co-sponsoring H.R. 1655 and H.R. 1531 which
also address the "'source' tax controversy (see page 3).

"It's imperative that we not allow revenue-hungry states to arbitrarily levy
income taxes on Alaskan senior cidzens,” Young said. "Alaska does not have a
state income tax so we should not allow states like California, Oregon and lowa to
tax the pension income of our seniors.

(more)



U.S. Rep. Don Young
"Source" Tax - 2

"This legislation is designed to stop this alarming practice and allow our
seniors to collect their pensions without the fear of being tracked down by states
that have decided to impose the 'source' income tax.

"A number of senior citizens throughout die United States are now
discovering that their pensions are being subject to 'source’ tax,” Yoimg added.
"And the problem is getting worse. Numerous other states are seriously
considering imposing the 'source' tax as a means to gain additional tax revenues.

"This is wrong and Congress must address the problem so that our senior
citizens can go on with their lives without the fear of an Outside state trying to
take their pension dollars.™

California, Oregon And lowa
Are Main "Source" Taxers

Young said that California, Oregon and lowa have begun imposing the
'source' tax on former residents and several other states are considering imposing
such a tax.

"To make the situation even worse, some states are now assessing the
‘'source’ tax retroactively and charging high penalties on the retroactive tax,”
Young said. "In cases of non-payment, some states are going after the pensions
and assets of their former residents and using collection agencies to pressure
retirees into compliance. This is absolutely wrong and has a devastating effect on
the income of senior citizens."

Young said that H.R. 431 would be retroactive to December 31,1987 and
protect retirees from paying the "source” tax from that date forward.

"This problem was created in 1986 when Congress revised the U.S. tax
codes and empowered states to levy a 'source’ tax,” Young said. "l opposed the
tax revisions in 1986 and I still feel many of the changes are wrong and unfair."

Young said that states which impose the "source' tax argue that some or all
of pension benefits earned when the person was a resident of their state is taxable
even after the person moves to another state because the person used their state
roads, school and police and fire service when they were residents of their state.

(more)



U.S. Rep. Don Young
"Source"™ Tax - 3

"l disagree with this rational because these people paid their share of taxes
for state services when they were residents of that state,” Young said. "Now that
these people live in Alaska, they do not owe their former states any more money
because they no longer use the services from their former state.

"It's absolutely ludicrous for some states to require that retirees living in
Alaska pay taxes to finance the government of another state.”

Additional Bills Seek To Resolve
""Source” Tax Problem

In addition, Young is co-sponsoring H.R. 1531, which is similar to H.R.
431, except that it is retroactive back to December 31, 1990, and H.R. 1655,
which also addresses the "'source' tax problem by requiring that any state that
imposes a "source™ tax must:

* Provide advance notice of the tax;

Provide a taxing formula that does not include income from other states;

* Provide an opportunity for retirees to prepay the tax before they leave
the state.

"Of the three bills, I prefer H.R. 431 because it is more fair to our senior
citizens and is retroactive back to December 31,1987," Young said. "l also feel
that H.R. 1531 is good alternative because it is similar to H.R. 432 and retroactive
to December 31, 1990.

"However, if their is not enough Congressional support for these repeal
bills, I will support H.R. 1655 as a first step toward addressing the "source’ tax
dilemma."

(Alaska Congressman Don Young is the Ranking Republican on the U.S.
House Committee on Interior Affairs and a senior member of the Merchant Marine
and Fisheries and Post Office and Civil Service committees. He is now serving
his 10th term as Alaska's only member in the U.S. House of Representatives.)
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Senate Joint Resolution No. 15-Senators Joerg, O’Connell, Deyer,
Coffin, Getto. Hickey, Horn, Jacodsen, Malone, Mello, Neal,
O’Donnell, Racgio, Rawson. Rhoads, Shaffer, Smith, Titus,
Townsend, Vergiels and Wagner

March 30, 1989

Referred to Committee on Taxation

SUMMARY'—Urges Congress to piss IcgisHtion prohibiting stales from imposing income tix on
pension income ol nonresidents, (BDR R*1338)

FISCAL NOTE; EfTect on Loci! Government: No.
Eflcct on the Slate or on industrial Insurmcc: No.

EXPLANATION—M iiut b liilta b new; m»nrt U bnrtta 11 (i tuitrftl to t< em/ned.

SENATE JOINT RESOLUTION-Urging Congress to piss legislation prohibiting each state
from imposing an income t« “on the pension income of any person who is not 8
resident of that state.

WHEREAS, Nevada is one the fastest growing Mates in the union; and

WHEREAS, The continuous influx of people into this state promotes a grow-
ing, healthy and diversified economy; ana

WHEREAS, Many of the people who migrate to this stale arc retired and live
on limited and fixed incomes; and

WHEREAS, Many of these people retire to Nevada with the expectation of
being exempt from any state income tax and have planned their finances
accordingly; and

WHEREAS. For many of these people their pension income and the income
earned from savings and other investments are barely enough to pay their
11 expenses and offset inflation; and
12 WHERFAS, Other states have enacted legislation that authorizes the imposi-
13 tion of an income tax on pension income that originates in those states, even if
14 the person who eams the income resides in another state; and

OCW~NOUBMWN R
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15 WHEREAS. As aresult, many of the people who have retired to Nevada are
16 required to pay income tax on their pension income; and
17 WHEREAS, These laws have placed an unexpected and oftentimes insur-

18 mountable financial burden on many of these people; and

19 whereas.S. 434 and H.R. 1227 of the 101st Congress, 1st Session
20 (1989), would prohibit each state from imposing an income tax on the pen-
21 sion income of any person who is not a resident of that state; now, therefore,
22 beit .

RESOLVED BY THE SENATE AND ASSEMBLY OF THE STATE OF NEVADA.
JOINTLY. That the Nevadal egislature urges theCongTess of the United States
to pass S. 434 and H.R.1227 of the 101st CongTess, 1st Session (1989); and
be it further- « .o .o

RESOLVED. That copies of this resolution be prepared and transmitted by
the Secretary of the Senate to the Vice President of the United States as
presiding officer of the Senate, the Sneaker of the House of Representatives
fandh to each member of the Nevada Congressional Delegation; and be it
urther

10 RESOLVED. That this resolution becomes effective upon passage and
11 approval.

©® IO Ul AW N =
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Approved for Filing RLR

* Dace 01-04-91 9:52 AM

(EXEMPTIONS FROM EXECUTION - RETIREMENT INCOME TAX)
1991
CENERAL SESSION

33 By Dixie L. Leavitt

LYLE W. HILIYARD

AN ACT RELATINC TO EXEMPTIONS FROM EXECUTION; EXEMPTING FROM EXECUTION
ANY PROPERTY ON WHICH THERE IS A JUDGMENT FOR FAILURE TO PAY ANOTHER
STATE"S INCOME TAX ON RETIREMENT BENEFITS; AND PROVIDINC AN

EFFECTIVE.DATE.

THIS ACT AFFECTS SECTIONS OF UTAH CODE ANNOTATED 1953 AS FOLLOWS:
AMENDS:
= 78-23-5, AS LAST AMENDED BY CHAPTER 19, LAWS OF UTAH 1989
Be 1ic enacced by the Legislature of the state of Utah:
Section 1. Section 78-23-5, Utah Code Annotated 1953, as last
amended by Chapter 19, Laws of Utah 1989, is amended to read:

78-23-5. Property exempt from execution.

(1) An individual is entitled to exemption ofthe following

property:

(a) a burial plot for the individual and his family;

(b) health aids reasonably necessary to enable the individual or a
dependent to workor sustain health;

(c) benefits the individual or his dependent have received or are

entitled to receive byreason of disability, illness, or unemployment

from any source;
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(i) to an alternate payee under a Qualified domestic relations

order, aa those terms are defined in Section AlAlp)of the [United

9tstc3)Internal Revenue Code of 1986, as amended; [or]

(ii) to amounts contributed or benefits accrued by or on behalf of a

debtor within 180 days before the debtor files for bankruptcy; or

(iii) to the aaaeta of bankruptcy proceedings filed before January

1, 1989;
(k) the interest of or anymoney or other assets oayable to an

alternate payee under t qualified domestic relations order as those terms

are defined 1in Section AIA(p) of thetbnreed-Sencea] Internal Revenue Code

of 1986, as amendcd[r]; and
(@D)] property in Utah of a Utah resident on which there is a judgment

in favor of another state for failure to pav chat state"s income tax on

benefits received from a pension or other retirement plan.

(2) Exemptions under thissection do not limit items which may be

%
claimed as exempt under Section 78-23-8.

Section 2, Eff.-.ctlve Date.

If approved bv two-thirds of all the members elected to each house.

this act takes effect upon approval bv thegovernor,or the dav following

the constitutional time limit of Article VI, Sec.B without the

\%

governor®s signature, or in the case of a veto, the dace of veto

override.

January 16, 1991

MANAGEMENT AND FISCAL ANALYSIS

S. B. 33

This bill will have no fiscal impact, on the State.

OFFICE OF THE LEGISLATIVE FISCAL ANALYST



TESTIMONY
(For SB-5000, SB-5001 and SB-5024)
Presented to the Governmental Operations Committee- Jan. 28, 1991

Honorable Chairman and Members of the Governmental Operations Committee:

My narre is Jim Dawes, | live at 118 Palo Verde Loop, Sequim, Wasington, and 1 offer
this testimony on behalf of "RESIST of AMERICA"™. You have all been made aware of our
problem, and know, who and what, a retired senior is; And that a number of them des—
perately need the protection given by SB-5000, SB-5001 or SB--5024"$ou are about to

decide, having or not having, made law.

California has taken the lead in being aggressive and unjust in the pursuit of income
tax payments frcm former residents of their State. Their claim justifying this prac—
tice is, that your employer®s contribution to your pension, was never taxed. Fair
enough! Let"s pay off the tax on the efroloyer®s contribution. No way, unless you
withdraw the pension in a “lurrp® sum. | paid income tax on my entire pension, as a
resident of California, for 17 years; Yet | am expected to go on paying this tax for
the rest of my life, and my wife will have to pay the rest of her life, on a reduced

survivors annuity.

There are retirees residing in Washington since 1975, still paying income tax to
California. One of these retirees wants to send his grand-daughter to a California
College; guess what tuition she must pay, not the same as her fellow student, who

is a resident of California.

Then the retirees who have lived here for years, without income enough to warrant the
payment of taxes, yet they must continue to file the California tax forms each year.
They must go through the expense of filing these forms. For What!??

There are two other category of retiree, that desperately need the protection the
passage of these bills would bring. The retiree who has lived here for many years,
never having been notified of this taxing practice, unexpectedly he is notified he is
to pay a $17000. tax liability on a $27,000. annual income. Then the retiree, who has
lived here since the middle "70s, has just found out she was supposed to have been
paying inccme taxes to California, on her meager $5000. pension. She is afraid Calif—
ornia will bill her for all those years, and seize her life savings in a local bank,
to satisfy the claim. She does not sleep to well and is reluctant to make the daily
visit to the mail box. This added mental stress to older people is un-warranted.
There are other exarrples, hre-many.to many to mentionhere, of California®s unfair
actions in inplementing their income taxing program. Suffice to say it is

"TAXATION WITHOUT REPRESENTATION"!

In closing, this problem is in it"s "infancy" and Federal action is needed to correct
it. We would like to have VSs™ington back the words of their last year®s Senate Joint
Memorial with action. The message to the U.S. Congress, provided by making one of
these bills into law, will be a step in that direction.

The U.S. Constitutionality of such Law has been determined with the passage of similar
law in Nevada and Florida. .

Let "justice" and "right" be yourguide in determining the outcome of thesebills. Let
scmeone else challenge the “"legality"; but, certainly not Washington State.

Thank You,

James W. "Jim" Dawes



HOUSE CONCURRENT
RESOLUTION

REQUESTING THE HAWAIIl CONGRESSIONAL DELEGATION TO SUPPORT
LEGISLATION PROHIBITING STATES FROM IMPOSING INCOME TAX ON
PENSION INCOME OF NONRESIDENTS.

WHEREAS, Hawail continues to have one of the highest costs
of living in the United States; and

WHEREAS, recent statistics show that It now co3ts 20.7 per
cent more for the typical urban family to live in Hawaii than on
the Mainland; and

WHEREAS, housing prices in Honolulu are the highest In the
country and Hawaii"s expensive housing market continues to
deprive hundreds if not thousands of middle-class people of their
piece of the American dream; and

WHEREAS, many of the people who migrate to this State are
retired and live on limited and fixed Incomes; and

WHEREAS, for many of these retirees, their pension Income
and the income earned from savings and other investments are
barely enough to cover their expenses and offset inflation; and

WHEREAS, Hawaii law eases the tax burden on retirees by
exempting from state income taxation all pension income; and

WHEREAS, many people retire to Hawaii with the expectation
of being exempt from any state 1income tax on pension income and
have planned their finances accordingly; and

WHEREAS, California and fifteen other states have laws which
impose an 1income tax on pension income originating in those
states, even if the person who earns the income resides in
another state; and

WHEREAS, many people moving to Hawaii from the Mainland are
forced to pay nonreaident 1income tax to the atates they moved
from even though they no longer reside in or enjoy the benefits
and amenities of those states; and

WHEREAS, the laws of these states have placed an unexpected
and oftentimes Insurmountable financial burden on many of our
senior citizens who arc living on fixed Incomes; and

WHEREAS, these laws create an unfair and inequitable tax
burden on many retirees residing in Hawaii and in other states;
and

WHEREAS, S. <134 and H.R. 1227 of the 101st Congress, 1st
Session, would prohibit each state from imposing an income tax on
the pension income of any person who 1is not a resident of that
state; now, therefore,

BE IT RESOLVED by the House of Representatives of the
Fifteenth Legislature of the State of Hawaii, Regular Session oT ©
1990, the Senate concurring, that the Legislature urges the
Hawaiil congressional delegation to support S. 434 and H.R. 1227
to prohibit states from imposing an income tax on the pension
Income of nonresidents; and

BE IT FURTHER RESOLVED that certified copies of this

Concurrent Resolution be transmitted to each member of the Hawaili
congressional delegation.

OFFERED BV:



RESENTATIVES H.R. NO.

HOUSE RESOLUTION

REQUESTIMG THE HAWAIl CONGRESSIONAL DELEGATION TO SUPPORT
LEGISLATION PROHIBITING STATES FROM IMPOSING INCOME TAX ON
PENSION INCOME OF NONRESIDENTS.

WHEREAS, Hawaii continues ho have one of the highest costs
of living in the United Staten; and

WHEREAS, recent statistics show that it now costs 20.7 per
cent more for the typical urban family to live in Hawaii than on
the Mainland; and

WHEREAS, housing prices in Honolulu are the highest 1in the
country and Hawaii®"s expensive housing market continues to
deprive hundreds if not thousands of middle-cla33 people of their
piece of the American dream; and

WHEREAS, many of the people who migrate to this State are
retired and live on limited and fixed Incore”®. and

WHEREAS, for many of these retirees, their pension income
and the Income earned from savings and other investments are
barely enough to cover their expenses and offset inflation; and

WHEREAS, Hawaii law eases the tax burden on retirees by
exempting from state income taxation all pension income; and

WHEREAS, many people retire to Hawaii with the expectation
of being exempt from any state income tax on pension income and
have planned their finances accordingly; and

WHEREAS, California and fifteen other states have laws which
impose an 1income tax on pension income originating in those
states, even if the person who earns the income resides in
another 3tate; and

WHEREAS, many people moving to Hawaii from the Mainland are
forced to pay nonresident income tax to the states they moved
from even though they no longer reside in or enjoy the benefits
and amenities of those states; and

WHEREAS, the laws of these states have placedan unexpected
and oftentimes insurmountable financial burden on many of our
senior citizens who are living on fixed incomes; and

WHEREAS, these laws create an unfair and inequitable tax
burden on many retirees residing in Hawaii and in other states;
and

WHEREAS, S. 434 and H.R. 1227 of the 101st Congress, 1st
Session, would prohibit each state from imposing an income tax on
the pension income of any person who is not a resident of that
state; now, therefore,

RE IT RESOLVED by the House of Representatives of the
Fifteenth Legislature of the State of Hawaii, Regular Session of
1990, that this body urges the Hawaii congressional delegation”to
support S. 434 and H.R. 1227 to prohibit states Erom imposing an
income tax on the pension income of nonresidents; and

EE IT FURTHER RESOLVED that certified copies of this
Resolution be transmitted to each member of the Hawaii
congressional delegation.
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By TODD COHEN
Peninsula Dally Nowa

SEQUIM — The California tax
man finally tracked down Ray
Simpson last month.

Thirteen years after Simpson
retired from the Golden Stale to his
new home in Sraulm, Simpson;
opened his mailbox and found g
notice that said he owed California-
income taxes on his teaching-
pension. !

It’s called “source income tax":
and California is one of 11 stales;
that claim a share of the pensions-
former residents receive — no mat-:
ter where they now live.

The state asserts that retirees owe!
taxes or, the portion of their retire-'
ment in iorne that stems from work
done in that state. The California
tax for a typical Washington retiree
with a $20.000 annual income is
S140, a state Department oT
Revenue report said. In addition,
the state uses a retirees total incolic
to place the retiree in a higher lax
bracket, the report said.

“I can't go to California and
vcte. | can't go to California and get
a resident fishing license. | am a
foreigner for all sense and purposes
except for paying taxes.” said '..mp-
son, a 70-year-old retired teacher.

The tax notice "fell like a good
kick in the gut,” he said.

Simpson isn’t alone. Marian Mai-
sunaga, a retired California office
administrator, has been paying the

source tax ever since retiring 10 Se-
quim in 1987.

"It’s a burden to me, | don’t gci
anything from there anymore," she
said. "l would rather support
Washington."

“ Another couple doesn’t earn
enough to pay taxes, but still musi
file forms with the state. One
California retiree living in Scquim
didn't want his name used for fear it
would help California track him
down and lax his military pension.

Using a computer network,
California is regarded as the most
aggressive of thc/statcs in locating
retirees and using collection agencies
and court liens to collect. It has even
obtained court orders forcing the
tax be deducted from military pen-
sion checks.

"i pay taxes in Washington," the
Scciuim man said. "1'm not trying to

avoid paying taxes. I'm trying to
avoid being done in."

Such fears of an extra tax burden
and anger over what many regard as
"taxation without representation”
has spurred many retirees across the
nation to band together and fight. A
45-state strong national organiza-
tion called RESIST, or Retirees to
Eliminate State income Source Tax,
is leading the charge.

In Washington, the top general is
a 76-year-old Scquim retiree named
Jim Dawes. He formed the state
chapter two years ago after hearing
about the tax and has built a
AlAMmember organization, managed
mostly out of a room in his Scquim
house. The tax man has yet to find
him, bui Dawes expects he will and
he isn't wailing.

Dawes goes to battle in 1:30 p.m.
tomorrow when a State Senate
Governmental Opciaiiniis commit-
tee holds a hearing in Olympia on
three bills aimed at blocking source
income lax collection in
Washington. State Sen. Paul Con-
ner. D-Scquim, is a sponsor of one
bill.

A House bill authored by Siaic
Rep. Evan Jones, D-Scquim, will be
the subject of a later hearing in the
House Revenue commillcc. The bill
died in another commillcc lasi
session,

Bui Dawes, a postal carrier in
California who moved to Scquim in
1987, is hopeful the Legislature will
ad this year. And he's better

organized, with volunteers busy
writing letters to key legislators.

States cannot bar other stales
from collecting source income taxes.
Only Congress has that power and
so far no action has been con-
sidered, although “congressmen
have expressed support, including
the Peninsula's Rep. Al Swift, D-
Bellingham.

However, states can pass laws
barring other states from seizing
resident’s private properly, likes
cars and houses, to satisfy the tax
debt. The four bills in the
Washington Legislature would do
that, and are based on similar laws
passed in 1989 and 1990 in Nevada
and Florida.

Tne only other barrier is a state
income tax, which allow resident-; to
credit out-of-state taxes.
Washington has no income lax and
none is proposed.

Jones said several concerns helped
kill his bill last year. One committee
chairman was concerned about
backlash in California, which helps
Washington collect business and oc-
cupation taxes from California com-
panies iha< do business in
Washington. Other legislators felt it
was a federal issue that Congress
should solve, he said.

But with four bills now aimed at
the problem, Jones said he was en-
couraged that the Legislature will
act. Gov. Booth Gardner also has
been quoted as supporting such a
bill.
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It's time
Dy WILLIAM C. HOFFMAN

legislation designed lo end unfair laxa-
IInn nl prnsions hy California and oilier
stales. HR 1227, has been reintroduced Into
(lie House Judiciary Committee by Rep.
n.irbnra Vucanovich, and Into thn U.S.
Semin Finance Commillee, S33T, by Sen.
Marry Reid.

These t obillsreplaced last year's bills.
[fnS27fi ann .SfTQ0. respectively.' -

There are Estates willi non resident
Income lax laws. Twelve of Iheseslnlcs
now lax non resident pensions.

When RESIST of Nevada was Iricorpo-
rated July 1908. Insl nvestalra were taxing
non-resident pensions.

If Ibis increase continues, all »estates
with non-resident tax laws will Join the
bandwagon and get their greedy hands on
this free income, which isderived at the
expense of retired senior citizens.

Not nne member nf RESIST was in* -«
formed of this impending tax on retirement
Income by either their company or state.

Instead, many members were shocked
hy a tax bill from the state of California
which (isunlly Includes 55 percent in penal*
ties along wilh 8 percent to 13 percent
interest. .

The slates nnd companies were nware of
these laws which were declared constitu-
tional a? long ago as 1919.

Nevertheless, senior citizens, many who
retired in (he early ‘Mi. never knew of
these taxes until they receiver! notices from

the taxing state.
Employees of companies in Nevada.

Carson City, Nevada, March 7, 1909

to RESIST

(ho other state when you retire. .
California li.as hired collection agencies
Hint use "Gestapo tactics" Inharass and

Ihrenten senior citizens for the collection of

these unfair taxes.
e Tostop tills. Assemblyman Ernie Adler

(D C.arsnnCity) introduced Afl 154 Into the

» state Assembly.
This bill, when enacted into law, would

exempt property in Nevada from execution
for failure to piy Income tax to oilier states
V on benefits received from pension or retire-

ment funds.
The passage of Ani5t would throw an

”. important roadblock into California’s plans.

Many senior citizens brnved -20degree
. F. weather lo attend a hearing nf this hill
before live Assembly Judiciary Committee.
The commillee room was overflowing
wilh RESIST members.
The commillcc appeared sympathetic
toward the bill. Some members wanted to

1l.strengthen it.

For those who think this law would treat

California unfairly or upset relationships,
eremember that California dors not honor

*« Nevada gambling debts and that none nf lhe

mNevada citizens affected by these unfair
taxes have nny rights in California.

Adler, our excmplory public servant, has

helped us from (lie beginning, lie supports
our cause, has attended every meeting of
RESIST In Carson City, and along with

' Gov. Rnh Miller and NlIckCnlona In profes-

sional lobbyist), will I>en guest speaker at

whose parent company or pension plan is in
California or another state — FIEWARE —
you can expect to be taxed by Californio or

At the Capital

our meeting at t/ie Carson Nugget Wednes-
day al 7p.m.

The enactment Into law of both the
proposed federal legislation <imi227.ind
SI311 and (he proposed Nevada legislation
(All 150 would force states to stop practic-
ing taxation without representation, an is-
sue which this country was formed to stop
and which former President Reagan calit J
lyranny.

We urge every Nevadan to write their
congressional representatives and Nevada
legislators to pass both the federal and
Nevada legislation tostop Callfomin and
olhersintcs from this tyrannical taxation,
help our senior citizens, and keep between
J2U0 million and J2 billion in the Nevada

economy.

William mill) C. Hoffman, a Carson City
resilient It president of RESIST (Retiree* lo
EllmlIniieState IncomeSource Tax). Thl*
I<one In a series of Al the Capital truest
columns written hy stole lawmakers and
those involved Inthe Legislature and Ne-

-vmla Issues.

We encourage LETTERS TO THE
EDITOR. Those lor publication must boar
this wnlar's signature, printod name, ad-
dress and ohone number. The phone num-,
bar and address are confidential and are
only needed to verity the source ol a latter.
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California surprise awaits pensioners who leave

=

Hy Deborah A. Mawlinr
flono Am Editor

Plannine, on spending your re-
tirement years in a stale — like
Nevada — that doesn't lax per-
sonal Income? Plan carefully,
because you may be facing hefty
taxes anyway, depending on
your pension's source slate.

California and more than 10
other stales wnnt a piece of your
Income pie, no matter which
shale you retire lo.

And the slice is bigger than
your pension. Since a law change
In 1982, California bases Its
share of oon-rcsident taxes on
your total Income, not just the In-
come from a California-based
pension.

“l just completed a rough esti-
mate of my 1988 California taxes
due," a Nevada resident wrote to
RESIST of Nevada, a grass roots
tax resistance group. 'If taxes
were figured only on sources
within California,,! would owe
J1,500. But because California
figures a percentage of %otal ia-

come they now collect $2,300.
How can they ... use my total
Income to confiscate another
$800 from me? We must get this
lax on pensions eliminated nowl"

Retirees living In Nevada who
are unfortunate enough lo have
a California-based pension tmve
been caught between a fixed In-
come and the California Fran-
chise Tax Board. Bill Hoffman of
Carson City, who has a California
pension, decided to act

“l discovered (this California
tax law) and got angry. ! think
what really made me angry Is
when they looked at all my in-
come" to establish a tax rate.

And so he founded the non-
profit group RESIST — Retirees
to Eliminate State Income
Source Tax — of Nevada. Since
February 1988. RESISThas been
disseminating information In an
effort to encourage legislationlo
change the situation.

Nevada Assemblyman Ernie
Adler introduced Assembly Bill
151 In direct response to RE-
SISTS efforts. Hearings on the

legislation were crowded with
RESIST members testifying
about their own taxation woes.

"California wasn't garnishing
pensions," said Hoffman. “They
were sending collection agencies
Into other states to seize proper-
ty."
An 151 prevents lhnL The bill
was presented to Gov. Bob Miller
In mid-April for his signature. He
held a signing ceremony with
‘RESIST members and Adler.

“l think, for certain seniors,
(this legislation) does give them
protection from California
against debt collection,"” said Ad-
ler. “Although I’'m not urging
anyone not to pay their taxes,
this bill will give some protection
to those who’ve already chosen
to not pay California taxes."

For a copy of AB 151, call the
Legislative Hotline: (702)
885-5515 or (800) 092 0973, ext
5515.

But RESIST leader Hoffman
said there Is more to be done.
While Nevada's legislation takes

some immedInte heat off affect-
ed retirees by preventing other
states from seizing Nevada prop-
erty la collecting for this type of
tax. the real problem Ls (hat its
legal for stales to tax pension In-
come in this way.

“It's unfair for anyone lo suf-
fer 'taxation without representa-

tion.* but tnafs exactly what hap-
pens when retirees pny Income
lax on pensions In a slate where
they no longer reside,” said U.S.
Sen. Richard Bryan of Nevada.

Rep. Barbara Vucanovich. R-
Disrrict 2, has reintroduced leg-
islation. HR 1227, which would
prohibit such taxation. Rep.
Jarnes Bllhray, D-Dlstrict 1, Is
cosponsoring the bill.

It states: “No state may Impose
an income Lax (as defined in sec-
tion 110(c®) on the pension In-
come of any Individual who is
not a resident or domiciliary of
such state."

Bryan and Sen. Harry Reid In-
troduced companion legislation
in the Senate, S. 131.

Henrings on the House and
Senate measures have not yet
been scheduled.

"We’re hoping to get the word
out across the country to get sup-
port." said Hoffman of RESIST.
"We've got to bring whnt my wife
calls 'the best kept secret In
America' out In the open so peo-
ple know what's going on." m

Fiscally, this federal legisla-
tion could put a big hole In some
big states' Income tax pockets
—states, like California, that
have large congressional delega-
tions. and lots of votes. Yet two
of HR 1227‘s cosponsors are
from Southern California. Reps.
Robert K. Dornnn (R-Gorden
Grove) and Jerry Lewis (R-Red-
lands).

"This bill a/fect3 retirees liv-
ing in many places," said Vuca-
novich. "l am depending upon*
grass roots support from retirees
across the country, caught in this
unfair situation, to persuade
their senators and congressmen
to support my bill."
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Dear Mr. Chairman:

The Military Coalition (see attached list), representing over three
and one-half million active duty, retired, Guard and Reserve
members of the seven uniformed services and their widows and
dependents, wishes to express its appreciation for the opportunity
to presont this statement for the record in support of S. 2(57, a bill
to prohibit a State from imposing an income tax on the pension or
retirement income of individuals who are not residents or
domiciliaries cf that State.

Mr. Chairman, the Military Coalition as well as other concerned
organizations have been working diligently for the past several
years to remedy what we collectively consider to be a grave
injustice.  This injustice allows a state to continue to tax the
pension or retirement incomes of former residents once they leave
that state to go to another jurisdiction.

It is no secret that the ranks of retired people in the United States
are growing. With improvements in health care and treatment,
retireesdp.re living longer, more active lives. They move more
readily®j/rom one locale to another, bringing with them very little
except their retirement incomes. Often this pension or retirement
check, earned over many years of hard work, is all they have to live
on. Yet, Mr. Chairman, we have states today, who reach out and grab
a portion of that retirement, regardless of whether they have a
fiscal need to provide for these citizens or not.

The vehicle or method States use for this "grab" has come to be
known as a source tax. Simply put, a source tax is an income tax
levied on the total income earned by a former state resident,
regardless of what or where the source of that income may be -
either from sources within or without the taxing jurisdiction!

Mr. Chairman, we strongly urge the Committee's favorable
consideration of S. 267 which seeks to abolish this tax for the
following reasons:

o It would abolish a blatant form of "taxation without
representation”. Since the affected retirees no longer live in. the .
state, derive no benefit from the state and can no longer vote in that
state, they should not be taxed by that state;



o In many cases, the monies put into a retirement fund are
taxod by tho state at the outset. To allow the samo state to tax it
again is a form of double taxation;

o With regard to military personnel and some federal
retirees, oftontimes the only reason they were evor in the taxing
state was as a result of their federal employment. Additionally,
these people are subjected to multiple moves during the course of
their careers, often living and working in several diltorent states.
Under the sourco taxing authority presently extant in tfiese states,
it is entirely possible that, at the end of their careers, these people
could have source taxes applied on their retired incomes by each of
these states - simultaneously - and yet not reside in any of them;

0o A tax of this nature has a totally chilling affect on the
froodom of movement and freedom of cfioice enjoyed by all
Americans. It makes former residents of source tax states virtual
prisoners of those states by imposing a continuing liability on their
pensions - no matter where they go.

Mr. Chairman, we would like to close with just one of the many
stories yOeve received on this subject. An individual has worked
hard all of his life, paid taxes to his respective state of residence,
saved whatever was left and invested in a modest retirement plan.
Now the day comes to retire and realize a life's dream. The
individual moves to a state with no income taxes and lives there for
sovoral years. Then one day, upon opening the mail, he finds a letter
from his former state announcing that several thousand dollars in
back taxos are owed, demanding immediate payment and threatening
the loss of homo and property if payment is not received.
Furthermore, lie is informed that taxes will bo owed on retirement
income fur the rest of his life, because part or all of it was earned
while working in the former stale. Tho individual then asks himself
why; why does he owe taxes to a state in which he hasn't lived tor
several years? Didn't he pay enough taxes while he lived and worked
there? What is tho former state doing for him? Is he going to have
to live out his days constantly facing this tax burden? How is he
going to livo on the small pension tie has earned if he has to pay
thoso taxos ovory year?

Mr. Chairman, we in the Military Coalition strongly believe that the
only way to remedy this depressing and frustrating dilemma facing
many senior retired Americans is to afford them the protection they

have earned and deserve. And that way, Mr. Chairman, is lo favorably
report out of Committee Senator Reid’s bill, S. 267.

Respectfully Submitted,

The Military Coalition
(Signatures Attached)



RESIST OF AMERICA

Qelirees to Eliminate State income Source Tox
SUMMARY OF PRESENTATION TO CONGRESS FOR S.267
THE BEST KEPT-SECRET IN AMERICA

The taxation of nonresident pensions by the states is a prime example of "TAXATION
WITHOUT REPRESENTATION." No one was told about this unfair tax. This tax interferes with
our right to travel across the United States of America and live where we choose, without a
financial penalty. How can a nation that was formed over the issue of "TAXATION WITHOUT
REPRESENTATION" allow this to happen? BECAUSE IT IS THE BEST KEPT SECRET IN

AMERICA!

Several states now tax nonresident pensions. There are about 40 states with source tax laws
and each of them could implement this tax on nonresident pensions. Nonresident taxation of
pensions is different from other forms of nonresident taxation. Unlike a business, job, or
investment, the pension tax debt cannot be removed from the state. The retiree is trapped for

the rest of their lives by the state in "Financial Slavery."

Some states correctly assume pensions are intangibles, similar to savings accounts. Others
claim pensions are deferred income. Defining pensions as "deferred income" is an incorrect
position, because pension income is not paid after the death of the retiree. These latter states
claim that benefits were received when the retirees were earning the pension. They don't
deserve more benefits. Yet a retiree that remains in the state also received benefits while
earning the pension. This retiree continues to receive benefits. This is unfair and unequal.

Most retirees paid taxes on contributions to their pension plans. Why weren't we informed
about this unfair tax that would lead to "Taxation Without Representation” in the future? Why
weren't options offered to the employees, such as 401K Averaging Plans? It was this unfair
tax that prompted me to form RESIST of America in July of 1988. The only goal of RESIST of
America is to end the tax on nonresident pensions by the states. Our organization is not,
however, against fair taxation with representation.

California is the most aggressive state that taxes nonresident pensions. They have it both
ways. As a spokesperson for the California Franchise Tax Board (FTB) cheerfully
acknowledges, residents can be taxed on all income, regardless of its source; nonresidents are
taxed on the source regardless of residence, including military pensions, and perhaps Social

Security.

There is another point that has aggravated Seniors Citizens. Several States (particularly
California) use total income earned (including income earned in other States) to establish the

highest rate for taxing pensions.

The U. S. Supreme Court affirmed the constitutionality of taxes on nonresident source income,
70 years ago; even though pensions were not common then. We have tried to get individual
states to repeal their tax on nonresident pensions without much success. New Jersey is the
only state to repeal their nonresident tax on pensions. THE CONGRESS OF THE UNITED

STATES IS OUR LAST HOPE! WE NEED FEDERAL LEGISLATION!

The members of RESIST and The Coalition urge you to pass S.267 and end the tyranny of
"TAXATION WITHOUT REPRESENTATION." There is no financial loss to the Federal
Government, and we believe, to the states. Stop this terrible injustice to our Senior Citizens
and to all Americans. This tax affects every American young and old.

William (Bill) C. Hoffman
President, RESIST of America
2440 Ash Canyon RD.
Carson City, NV 89703

(702) 883-S620



RESIST OF AMERICA

flewee» to £limin«te Jute Income §ource T«x

PRESENTATION TO CONGRESS FOR S.267
THE BEST KEPT SECRET IN AMERICA

The members of RESIST of America and The members of The Coalition shown in
Attachment A urge The Senate to pass Senate Bill S. 267.

Issue

Do we still have "TAXATION WITHOUT REPRESENTATION" in America?
YES, WE DO! The taxation of nonresident pensions by the states is a prime
example of "TAXATION WITHOUT REPRESENTATION."

How can a nation that was formed over The issue of "TAXATION WITHOUT
REPRESENTATION" allow this to happen? BECAUSE IT IS THE BEST KEPT
SECRET IN AMERICA! No one was told about this unfair tax. This tax interferes
with our right to travel across the United States of America and live where we

choose without a financial penalty.

Background

Several states now tax nonresident pensions. There are, in total, about 40 states
with source tax laws and each of them could implementthis tax on nonresident
pensions. lwill frequently use California as an example during this presentation

for three reasons:

1 They are the most aggressive State

2: They often lead the Nation in new trends

3: We understand their nonresident laws and procedures
better.

The 40 states mentioned before, tax nonresidents on various types of source
income. There are legitimate reasons for some of these taxes. An individual could
operate a business or work in a nonresident state. In these cases, the resources of
the state are being used or jobs are taken from the residents. If the nonresident
doesn't want to pay these taxes, they can remove the business from the state or
not work in the state. They have a choice.

Nonresident taxation of pensions is different; because unlike a business, job, or
investment, the pension tax debt can not be removed from the state. The retiree
is trapped for the rest of their lives by the state in "financial Slavery."

States can raise nonresident taxes whenever they like.
What can nonresidents do about it? NOTHING!



What services do we get as nonresident taxpayers? NONE!
We can't use schools, or even buy o fishing license at resident rates.

What do we get from the government of the taxing state? NOTHING!

This tax hits Retirees hard!

Imagine:

An elderly lady in Nevada that makes between $12000 and $13000 a
year. She isn"t rich, but she is surviving. Then the
mailcarrier delivers a notice from California that says she owes
taxes on her pension, plus penalty and interest. She can"t
believe 1t; and being honest, she tells California that she has
never paid. The result was they calculated her tax debt from
1978 till the present. She now owes about $6000.

Imagine:

A retired man from California, whose wife died, meets a lady,
marries her and moves to New York because she is still working
there. He discovers that he not only must pay California taxes
on his pension for the rest of his life, but must include his out
of California income and his new wife"s income. He pays New York
much less because they give a large exemption for resident

pensions.
Imagine:

A lady in Texas who just received a bill from CA for more than
$24000.

Unfortunately, these are not imaginary cases. They are just a few real cases out
of thousands in our files.

States Position

Some states correctly assume pensions are intangibles, similar to savings
accounts. Others claim pensions are deferred income.

Defining pensions as "deferred income" is an indiscriminate use of the English
language and law. Income that is deferred should be paid unconditionally, either
to the retiree or to their heirs. Pensions clearly do not meet the requirements of
deferred income. |If you are unfortunate and die one day before you retire, you or
your heirs receive only your own contributions plus a small amount of interest.
You receive none of the so called "deferred income."”

These states claim that benefits were received when the retirees were earning the
pension. Therefore they owe taxes for the rest of their lives, and do not deserve
any additional benefits.



There is a fallacy to this argument. Consider two similar retirees. One decides to
remain in the state where the pension was earned and the other moves to another
state. The resident pays taxes, but continues to receive benefits from the state,
and can vote, petition and otherwise be represented by the government of that
state. The nonresident pays taxes, but receives nothing. Didn't the retiree who
remained in the state also get benefits while they were earning their pension?
ISN'T THIS DISCRIMINATION? HOW CAN THIS BE EQUAL TREATMENT?

Most retirees paid taxes on contributions to their pension plans. Apparently,
Companies, Federal, and State agencies did not pay taxes on their contributions to
pension plans or accrued interest. Before the publicity that RESIST of America
initiated, no one was informed, by either their State or employer, about
nonresident taxation of retirement income. Why weren't we informed about this
unfair tax that would lead to "Taxatior Without Representation” in the future?
Why weren't options offered to the employees, such as 401K Averaging Plans?
The only reason for deferring taxable income is to pay fewer taxes on the income
later. Nonresident retirees might pay significantly more taxes instead of >ess. It is
particularly frightening to speculate on how high nonresident taxes could decome
in the future. When a State needs more income, they can raise these taxei: at
their discretion and a nonresident can do nothing about it. The retiree cannLt
vote, petition, receive benefits or enjQy governmental protection from the taxing
State. This situation is intolerable.

It was this unfair tax that prompted me to form RESIST of America in July of
1988. RESIST of America is a nonprofit organization that was incorporated July
28, 1988. The only goal of RESIST of America is to end the tax on nonresident
pensions by the states. RESIST of America is a "grass roots" organization that
operates entirely through volunteers. No one in our organization gets a salary.
Our organization is not, however, against fair taxation with representation.

California has rt both ways

California has obtained (from their point of view) delightfully contradictory court
rulings.

Borchers - Baustian

The Borscher case was tried in the district court 2 of Los Angeles, CA, It involved
a man who earned his pension in Illinois and moved to California to retire.
Borscher claimed that he didn't owe California taxes on his pension income
because the SOURCE of his pension was lllinois. California disagreed. Borscher

lost after a ten year court battle.

The Baustian case involved a man who earned his pension in California and retired
to another State. California claimed that he owed nonresident taxes on his
pension because the SOURCE of his pension was California. This decision was
made by The State Board of Equalization. The cases occurred about the same

period.

As a spokesperson for the California FTB cheerfully acknowledges,
residents can be taxed on all income, regardless of its source;
nonresidents are taxed on the source regardless of residence.
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To make matters worse, California hired collection agencies that use "Gestapo
Tactics" to harass and threaten Senior Citizens for the collection of these unfair
taxes. They also offer rewards for information on delinquent taxpayers. Other

states will probably foliow California's lead.

Income earned in other States also taxed

There is another point that has aggravated Seniors Citizens. Several States
(particularly California) use total income earned (including income earned in other
States) to establish the highest rate for taxing pensions. Even so, they claim they
do not tax out of State income. However, any increase in taxes as a result of
including non-California income is clearly a tax against that income.

This procedure, causes additional inequality between retirees. A retiree that
supplements their income through investments, can decrease their tax liability by
investing in items (Federal Securities) that states cannot tax. Those retirees that
must work to supplement their income have no options and must include this
income. As aresult, the retiree that works pay more taxes than the retiree that
invests, even if their total income is the same.

California, perhaps other states, tax nonresident, military pensions

Some believe that California does not tax the nonresident pensions of military
personnel. Don't you believe it. Check California tax forms 1031 and 1032.
California gives an exemption for military personnel, but the maximum exemption
is 0 generous $40.00 per year. Other states have not answered the question or
whether or not they tax military pensions. We suspect they do.

Constitutionality of nonresident taxes

One of the first officials contacted by our organization about this issue was The
Attorney General of Nevada. It was our hope that he would challenge the
constitutionality of the nonresident tax on pensions by the states. We knew that
it was unconstitutional for a citizen to sue a state in a Federal court.
Unfortunately, Brian McKay, who was Nevada's Attorney General then, told us
that the U. S. Supreme court had upheld the nonresident taxes about 70 years
ago. He sent us the Michigan State Law review, which discussed many cases
covering this general issue. He recommended that we try to get Federal
Legislation passed. Research into other court cases and investigation of The
California State Law Review confirmed his position.

Can we solve this problem at the State level?

There are some Senators that believe that we should work though the states and
organizations like The Multi-State Tax Commission to end this tax on nonresident
pensions. We have tried. It is impossible to sway State Legislators when you are
not represented. New Jersey is the only state that was convinced to stop taxing



non resident pensions. This success occurred due to the efforts of The National
Association of Retired Federal Employees (NARFE) and due to a study by New
Jersey that the collection of these taxes was not economical.

Our efforts with California have been futile to say the least. Last year. The
California Legislature introduced two bills to prevent or limit the taxation of
nonresident pensions. AB-3976, which would completely end this unfair tax and
AB-3963, which would give a $20,000 credit to nonresidents, but income earned
in other States must still be used to determine the tax rate. AB-3963 also
contained a "sunset clause"” which would automatically repeal the law 6 years

after enactment.

Trice Harvey, an Assemblyman from Bakersfield, invited me, Pierce Powers
(National Association cf Retired Federal Employees -NARFE), Elton Hipport also
from NARFE, and Douglas Baldwin, representing The Air Force Association to
testify before the Revenue and Taxation Committee for AB-3976.

Johan Klehs, Chairman of this committee (District San Leandro) refused to let us
testify, claiming there was not enough time and that we were "out of order." The
testimony for and against the previous issue, to grant tax exempt status for
businesses that grow ostriches for food involved less than a dozen people, and
took more than two hours (not counting two hours for the ostrich barbecue).

Our issue involves millions of Senior Citizens as well as the young people in the
State. Clearly, we were faced with a "stacked deck.” The committee has every
right to oppose our position; however, there is never a reason to be rude and
inconsiderate to anyone. Johan Klehs treated us like people without

representation.

This year AB 1513, SB 427, and AJR 25 were introduced. The two bills would
repeal the tax on nonresident pensions, and the joint resolution urges The United
States Congress to pass the bills that prohibit this tax. This year it was Dick
Millington (Regional Vice President - NARFE) who received the rude treatment.

| have subsequently written a letter to The Speaker of The California Assembly,
Willie Brown, and suggested a plan that would end "TAXATION WITHOUT

REPRESENTATION" and yield California more income.

WE NEED FEDERAL LEGISLATION!
THE CONGRESS OF THE UNITED STATES IS OUR LAST HOPE!

We are asking you, The Congress to help us end this terrible injustice to our
Seniors and our Future Seniors. Tne issue of taxation of nonresident pensions by
the states affects every American. Even if a citizen does not have a pension or if
they never leave the state where the pension is earned, they are affected.

Many states give credits or rebates to retirees that pay taxes to another state. If a
state does, then the taxpayers of that state are paying for the benefits, services,
and government for these retirees. The taxes paid by the retirees, that should

help defray the cost of their benefits, services, and government, are instead paid
to their former state. That state doesn't give anything to the retirees or the
resident state's economy. Even if the resident state does not give credits or
rebates for taxes paid to another state, their citizens still lose. The money paid to
another state by the retirees is not available for expenditure in your state.
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' There is a better way. Taxpayers should pay taxes only to their state of
residence, where they receive benefits, services and government, where they have
the right to vote, petition, and otherwise influence their tepresentatives.

Three bills have been introduced into The House of Representatives to stop states
from taxing nonresident pensions, (H.R.431, H.R. 1531, and H.R 1655).

H.R. 431 arid H.R. 1531 are similar to The Senate Bill S.267. " liy main difference
is that S. 267 includes pensions and other Retirement income instead of just
pensions. The difference is important. California has recently introduced
legislation to tax Social Security. Some other States have already done this.
Without the clause, "other Retirement Income,” we could be back where we
started even if The House Bills passed. House bill H.R. 1655 is more complex, but
does have some favorable attributes:

1. States must inform employees each year about his or her nonresident
tax policies.

2. States must offer a lump sum settlement if the conditions of 1. are
met and the retiree leaves the state.

3. Income earned in other states cannot be taxed.

Does S.267 cost the Federal Government?

The Federal Government should realize a slight increase in tax revenue if S. 267
passes, because those retirees that still itemize on their Federal taxes would have

fewer deductions.

States would probably not lose income either. If we do not pass S. 267, it is
ironic that the most aggressive state, California would lose. California is still the
second largest retirement state behind Florida. When the other Source tax States,
realize that California is stealing money from their economy, you can bet they will
retaliate and impose taxes on their retirees that move to California. It is difficult to
predict which state would lose the most, but one situation is easy to predict. If
taxes are paid to the State of Residence, where the Retiree can vote, petition,
receive services and benefits, everyone gains, including the states.

We urge you to pass S.267 and end the tyranny of "TAXATION WITHOUT
REPRESENTATION," without a financial loss to the Federal Government and, we

believe, without a loss to the states.

Stop this terrible injustice to our Senior Citizens and to all Americans.
Thank you,

William (Bill) C. Hoffman
President, RESIST of America
2440 Ash Canyon Rd.
Carson City, NV 89703

(702) 883-8620



RESIST OF AMERICA
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PRESENTATION TO..CONGRESS FOR S.267
ATTACHMENT A:

The following is a partial list of organizations that have joined RESIST of America in a
coalition. The goal of the coalition is to end the taxation of nonresident pensions
by the states. These organizations represent millions of people.

William (Bill) C. Hoffman
President, RESIST of America
2440 Ash Canyon Rd.
Carson City, NV 89703
(702) 883-8620

Air Force Association NARFE
National Assn. of Retired Federal

Air Force Sergeants Association
National Assn. For Uniformed Services

Airline Pilots Assn.
National Assn. of Postal Supervisors

American Assn. of Foreign Service Women
National Guard Assn. of the US

AMVETS
National Military Family Assn.

Assn. of Military Surgeons of the US
National Taxpayers Union

Association of the US Army
Naval Reserve Association

Commissioned Officers Assn.

of the US Health Service, Inc. Navy League of the US
Common Cause Nevada Taxpayers Union
COSsO Non-Commissioned Officers Assn.

Council of Sacramento Senior Organizations
Reserve Officers Association

CWO & WA Assn., US Coast Guard
SCAN

FAIR (Represents 34 Organizations) Senior Co-operative Alert Network
Fund for Assuring an independent Retirement
Society of Medical Consultants

Federal Managers Assn.
The Retired Enlisted Association

Fleet Reserve Association
The Retired Officers Association

Marine Corps League
US Army Warrant Officers Association

Marine Corps Reserve
US CG & Chief Petty Officers Assn.

McDonald County Unit of
the Retired Teachers Assn. - MO



RESIST

Rctirees to Eliminate State Income Source Jax

Do wc still hove 'TAXATION WITHOUT REPRESENTATION" in The United Stoics ot America? VES. WF DO» A
number ol states' tax Nonresidents on what they call SOURCE income. This tax becomes intolerable when it is
applied to pensions, because the retiree is trapped forever in financial slavery. The retiree con not vote, petition,
receive benefits or enjoy governmental protection from the taxing state.

One of our former presidents colled "TAXATION WITHOUT REPRESENTATION" TYRANNY. Presidents often take
liberty with their words, but the first definition for tyranny in the Random House Unabridged Dictionary is "arbitrary
or unrestrained exercise of power; despotic abuse of authority.” That president was right. "TAXATION WITHOUT
REPRESENTATION" is indeed TYRANNY and it must be stopped!

NOW IS THF TIME FOR EVFRY AMERICAN TO STAND Of3 AND BE COUNTED""
Join RESIST and help us pass Federal Legislation to stop the taxation of non-resident pensions.
H.R.431 - Introduced by Representative Barbara Vucanovich into
The House Judiciary Committee
S.267 - Introduced by Senators Harry Reid and Richard Bryan into
The Senate Finance Committee
H.R. 1531- Introduced by Representative Jolene Unsoeld into
The House Judiciary Committee
H.R. 1655- Introduced by Representative Barbara Vucanovich into
The House Ways and Means Committee
These bills prohibit a State from imposing an income tax on the pension or retirement income of Nonresidents or
domiciliaries. H.R. 1655 permits the states to offer settlement options if a retiree leaves their state, provided that
the state has informed them of this tax obligation. This bill also has a grandfather clause that prevents states from
hitting Seniors that have been retired many years with an unexpected and enormous tax bill.

Bill Hoffman is the founder and President of RESIST, which was organized to stop the unfair practice of taxing non-
resident pensions. RESIST is noj against fair taxation with representation.

Not one member of RESIST was informed of this unfair tax, by either their State or employer, why? Why weren't
options offered to the employees, such as 401K Averaging Plans? Taxes are deferred by intelligent people so that
they pay fewer taxes later not more! Non-resident retirees might pay significantly more taxes. It is frightening to
speculate on how high non-resident taxes could become in the future. State needs more income = raise non-
resident taxes! They can't stop us! How can a nation that was formed over "TAXATION WITHOUT
REPRESENTATION" allow this to happen? BECAUSE IT IS THE BEST KEPT SECRET in AMERICA! We must begin
a RESIST "American Tea Party" that dwarfs the original version!

Some states have even hired collection agencies to harass and threaten Senior Citizens for the collection of unpaid
non-resident taxes on pensions. California for 7 or 8 Years, sent letters to retirees staling that non-resident taxes
were not due on pensions. Then they have the nerve to subsequently say the tax is owed with a 55 percent
penalty and interest added to the tax. They also offer rewards for information on delinquent taxpayers. These
actions can only be described as "Gestapo Tactics."
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Bite on
retirees
IS taxing

By TODD COHEN
Peninsula Dally News

SEQUIM — The Calirornia tax
man finally tracked down Ray
Simpson last month.

Thirteen years after Simpson
retired from the Golden State to his
new home in Scquim, Simpson;
opened his mailbox and found a;
notice that said he owed California;
income taxes on his teaching,
pension. i

It’s called “source income tax”:
and California is one of 11 states;
that claim a share of the pensions;
former residents receive — no mat--
ter where they now live.

The state asserts that retirees owe’
taxes on the portion of their retire--
mcnt income that stems from work
done in that state. The California
tax for a typical Washington retiree
with a 520,000 annual income is
S140, a state Department of
Revenue report said. In addition,
the state uses a retirees total income
to place the retiree in a higher tax
bracket, the report said.

“l can’t go to California and
vote. 1can’t go to California and get
a resident fishing hcense. 1 am a
foreigner for all sense and purposes
except for paying taxes,” said Simp-
son, a 70-year-old retired teacher.

The tax notice “ felt like a good
kick in the gut,” he said.

Simpson isn't alone. Marian Mat-
sunaga, a retired California office
administrator, has been paying the
source tax ever since retiring to Se-
quim in 1987.

"It’s a burden lo me. | don't get
anything from there anymore,” she
said. “1 would rather support
Washington.”

“ Another couple doesn't earn
enough to pay taxes, but still must
file forms with the state. One
California retiree living in Scquim
didn't want his name used for fear it
would help California track him
down and tax his military pension.

Using a computer network,
California is regarded as the most
aggressive of tho”tales in locating
retirees and using collection agencies
and court liens to collect. It has even
obtained court orders forcing the
tax be deducted from military pen-
sion checks.

” 1pay taxes in Washington,” the
Scquim man said. "1’m not trying to

avoid paying taxes. I'm trying to
avoid being done in."

Such fears of an extra tax burden
and anger over what many regard as
“taxation without representation”
has spurred many retirees across the
nation to band together and fight. A
45-state strong national organiza-
tion called RESIST, or Retirees to
Eliminate State Income Source Tax,
is leading the charge.

In Washington, the top general is
a 76-year-old Sequim retiree named
Jim Dawes. He formed the state
chapter two years ago after hearing
about the tax and has built a
AOtfAmember organization, managed
mostly out of a room in his Scouim
house. The tax man has yet to find
him, but Dawes expects he will and
he isn’t wailing.

Dawes goes to battle tit 1:30 p.m.
tomorrow when a State Senate
Governmental Operations commit-
tee holds a hearing in Olympia on
three bills aimed at blocking source
income lax <collection in
Washington. State Sen. Paul Con-
ner. D-Scquim, is a sponsor of one
bill.

A House bill authored by Slate
Rep. Evan Jones, D-Scquim, will be
the subject of a later hearing in the
House Revenue commillcc. The bill
died in another commillcc lasi
session.

But Dawes, a postal carrier in
California who moved to Scquim in
1987, is hopeful the Legislature will
act this year. And he’s better

organized, with volunteers busy
writing letters to key legislators.

States cannot bar other states
from collecting source income taxes.
Only Congress has that power and
so far no action has been con-
sidered, although congressmen
have expressed support, including
the Peninsula's Rep. Al Swift, D-
Bellingham.

However, states can pass laws
barring other states from seizing
resident's private property, likes
cars and h scs, to satisfy the tax
debt. The four bills in the
Washington Legislature would do
that, and are based on similar laws
passed in 1989 and 1990 in Nevada
and Florida.

The only other barrier is a state
income tax. which allow residents to
credit ottt-of-statc taxes.
Washington has no income tax and
none is proposed.

Jones said several concerns helped
kill his bill last year. One committee
chairman was concerned about
backlash in California, which helps
Washington collect business and oc-
cupation taxes from California com-
panies that do business in
Washington. Other legislators fell it
was a federal issue that Congress
should solve, he said.

But with four bills now aimed at
the problem, Jones said lie was en-
couraged that the Legislature will
act. Gov. Booth Gardner also has
been quoted as supporting such a
bill.



STATEMENT BY THE HONORABLE BARBARA F. VUCANOVICH
BEFORE THE SENATE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT

JUNE 12, 1991

MR. CHAIRMAN, I APPRECIATE THE OPPORTUNITY TO APPEAR BEFORE YOU TODAY
IN SUPPORT OF S. 267 WHICH WOULD PROHIBIT A STATE FROM IMPOSING AN
INCOME TAX ON THE PENSION OR RETIREMENT INCOME OF INDIVIDUALS WHO ARE

NOT RESIDENTS OR DOMICILIARIES OF THAT STATE.

ON JANUARY 3, 1991, IN RESPONSE TO A GROWING ANTI-TAX MOVEMENT IN MY
STATE OF NEVADA AND IN MANY OTHER STATES, 1 INTRODUCED H.R. 431 IN THE
HOUSE. BOTH S. 267 AND H.R. 431 WOULD PUT AN ABSOLUTE BAN ON THE

UNFAIR PRACTICE OF TAXING NON-RESIDENTS®"™ PENSION INCOME.

MANY RETIREES WHO HAVE MOVED TO OTHER STATES SUDDENLY FIND THEIR
PENSIONS TAXED BY THE STATE OF THEIR FORMER RESIDENCE. I FEEL THAT IT
IS UNFAIR THAT THESE PEOPLE ARE BEING TAXED BY STATES WHERE THEY
RECEIVE NO BENEFITS AND CANNOT VOTE. RETIREES WHO HAD THEIR INCOMES
TAXED THE FIRST TIME AROUND WHILE EMPLOYED OUGHT NOT BE TAXED A SECOND
TIME ON THEIR PENSIONS BY A STATE WHERE THEY NO LONGER LIVE. RETIREES

ON FIXED INCOMES SHOULD LIVE COMFORTABLY, WITHOUT WORRIES OF BEING

UNFAIRLY TAXED BY OTHER STATES.

AS YOU KNOW, MY STATE OF NEVADA HAS NO INCOME TAX, HOWEVER, THIS ISSUE
DOES NOT ONLY CONCERN RETIREES LIVING IN STATES WITH NO INCOME TAXES,
IT IS AN ISSUE OF CONCERN TO RETIREES ALL OVER THE COUNTRY. MANY
STATES HAVE SOURCE TAX LAWS, ALTHOUGH MANY DON®"T GO AFTER THE PENSIONS

OF EX-RESIDENTS. WHAT 1S OF CONCERN TO MANY FOLKS 1S THAT THESE



STATES MAY ACTIVATE THE SOURCE TAX LAWS AT ANY TIME THEY SO DESIRE.
JUST ASK RETIREES WHO ARE EX-RESIDENTS OF CALIFORNIA HOW THESE SOURCE
TAX LAWS AFFECT THEM. CALIFORNIA IS THE MOST AGGRESSIVE OF THE TAXING
STATES. IT HAS HIRED COLLECTION AGENCIES TO COLLECT UNPAID
NONRESIDENT TAXES ON PENSIONS. THESE AGENCIES HARASS AND THREATEN
SENIOR CITIZENS. CALIFORNIA INCLUDES IN THE TAX ASSESSMENT A 55
PERCENT PENALTY AND DAILY INTEREST. IN MANY OF THESE CASES CALIFORNIA
WAS DELINQUENT IN NOTIFYING THE TAXPAYERS OF THE TAX THUS CREATING
HUGE INTEREST PENALTIES AND AN OVERWHELMING TAX BURDEN. IN ADDITION,
CALIFORNIA AND SOME OF THE OTHER STATES, NOT SATISFIED WITH JUST
TAXING THE PENSION, BASE THE TAX RATE ON THE RETIREE®"S TOTAL INCOME.
BY THIS ACTION, THEY MANAGE TO LEVY A TAX ON THE RETIREE"S
OUT-OF-STATE INCOME, TOO, WHETHER FROM INVESTMENTS OR ANOTHER JOB.

SIMPLY STATED, THIS IS "TAXATION WITHOUT REPRESENTATION."

MR. CHAIRMAN, THE BOSTON TEA PARTY AND THE REVOLUTION OCCURRED BECAUSE
OF UNREASONABLE TAXATION WITHOUT REPRESENTATION. CONGRESS MUST

RESOLVE THIS SITUATION AS SOON AS POSSIBLE; OUR SENIORS AND RETIREES

DESERVE NO LESS.

IN ADDITION TO H.R. 431, WHICH HAS 115 COSPONSORS, I HAVE INTRODUCED
H.R 1655 WHICH HAS BEEN REFERRED TO THE HOUSE WAYS AND MEANS
COMMITTEE. THIS BILL WOULD AMEND THE TAX REFORM ACT OF 1986 TO 1)
PROVIDE TAXPAYERS WITH AN ADVANCE NOTICE OF THETAX, 2) USE A TAXING
FORMULA THAT DOES NOT INCLUDE INCOME FROM OTHER STATES, AND 3) PROVIDE
TAXPAYERS AN OPPORTUNITY TO PREPAY THE TAX BEFORE THEY ACTUALLY LEAVE

THE STATE. H.R. 1655 HAS 33 COSPONSORS.

S. 267, H.R. 431 AND H.R. 1655 DO NOTHINGMORE THAN PROVIDE SIMPLE

FAIRNESS AND DECENCY TO OUR SENIOR CITIZENS AND TO ALL AMERICAN



TAXPAYERS WHO MAY LIVE IN ONE OR MORE STATES DURING THEIR LIFETIME.

ON THE STATE LEVEL, MY STATE OF NEVADA HAS PASSED LEGISLATION THAT
wouLb "EXEMPT PROPERTY IN NEVADA FROM EXECUTION FOR FAILURE TO PAY
INCOME TAX TO OTHER STATES ON BENEFITS RECEIVED FROM PENSION OR
RETIREMENT FUNDS." THE STATUTE DOES NOT INVALIDATE ANOTHER STATE"S
SOURCE TAX; IT MERELY PREVENTS COLLECTION BY PLACING A LIEN ON THE
INDIVIDUAL®"S PROPERTY LOCATED IN NEVADA. THE STATE OF NEW JERSEY HAS
GONE SO FAR AS TO REPEAL ITS TAX ON NONRESIDENTS®" RETIREMENT INCOME.
FINALLY, MR CHAIRMAN, I WOULD LIKE TO WELCOME MR. BILL HOFFMAN, A
CONSTITUENT OF MINE FROM CARSON CITY, NEVADA. BILL, ALONG WITH HIS
WIFE JOANNE, FOUNDED THE "RESIST"™ ORGANIZATION, RETIREES TO ELIMINATE
STATE INCOME SOURCE TAX, AND HAVE WORKED TIRELESSLY FOR THIS JUST
CAUSE. BILL WILL BE HAPPY TO ANSWER YOUR SPECIFIC TECHNICAL
QUESTIONS. ALONG WITH "RESIST"™, THE COALITION CONSISTS OF THE AIR
FORCE ASSOCIATION AND THIRTY ONE MILITARY ORGANIZATIONS AND THE

NATIONAL ASSOCIATION OF RETIRED FEDERAL EMPLOYEES.

THANK YOU, MR. CHARIMAN.



STATEMENT OF SENATOR HARRY REID
S. 267, SOURCE TAX HEARING

JUNE 12, 1991

*****************************************************************

| would like to thank the Chairman of the Senate Committee on
Finance, Senator Bentsen, and the Chairman of the Subcommittee on
Taxation, Senator Boren, for acknowledging the magnitude of the
source tax issue, and for permitting Senator Bryan, Bill Hoffman of
Retirees to Eliminate State Income Source Tax, the Federation of Tax
Administrators, and myself to come before them today to discuss a
matter in which ail Members of Congress have a stake-a matter in

which all Americans have a stake.

A few years ago, | was approached by Nevadan Bill Hoffman,
who told me about a problem Nevadans were having. You see, many
Americans are retiring to the Silver State, because, among many
other reasons, there is no state income tax. Bill informed me,

however, that these new Nevadans were being harrassed by their



former states of residence, and were being taxed by them. Now, I've
always been a resident of Nevada. | have never had another state
levy a tar nn my income or assets. But | know many, many people
who have moved to Nevada, retirees and otherwise, who certainly
never expected to be told they must continue to pay state income

taxes to the state where tney used to live. To be perfectly honest, |

could hardly believe what Bill Hoffman was telling me.

There are Nevadans, and citizens in every state, who are forced
to pay taxes to states where they do not reside. These retirees pay
taxes on pensions drawn in the states where they spent their working
years, despite the fact that they are not present to participate in the
programs which their taxes are funding-they do not participate in
medical assistance programs, senior centers, public parks, or even
get to vote in their former state of residence-yet they still pay taxes

to these states.

No one wants to pay a penny more in taxes than he or she has

to. But most Americans pay what they owe. They pay because they
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know what they are getting in return, and in the United States, you get
a lot in return. But you don’t get a single benefit from a state in
which you do not reside-except in some instances, a tax bill. As you

will hear many times today, this is taxation without representation.

This practice is affecting more and more Americans as
economic times become tougher, and certain states have become
more creative in looking for revenues. That is why Retirees to
Eliminate State Income Source Tax (RESIST), founded in July of 1988,
has grown beyond the borders of Nevada to include members in
every state of the Union. This is a non-profit, grass roots organization
in the truest sense of the word-it operates entirely through the work
of volunteers-no members are salaried. The credibility of this group
has convinced other long-established organizations such as the
National Association of Retired Federal Employees to make a
commitmentto prohibiting taxation of non-resident retirement income.
This is a bi-partisan effort, of millions of Americans who cannot live
with unfair reductions in the fixed incomes which their retirement

provides them.



| know of people who are taxed at a rate which reflects their
entire income--not just their income derived from the taxing state. An
individual could find him or herself paying a tax on his pension that
far exceeds the rate that would have been applicable a the time the
pension was earned. He could also find himself paying tax on the

same income to more than one state.

Most states ‘>ffer a tax credit when their residents pay their
income taxes to other states. While this allowance is admirable, the
state offering the credit is LOSING REVENUES. If | retire from
California to Oklahoma, and California decides to levy a tax on my
pension, Oklahoma will most likely grant me a credit for the amount
| owe California. But Oklahoma will still be the state providing me
with medical assistance and other seniors programs, as well as
access to its parks-not to mention the right to vote. And Oklahoma
will be providing me all this free of charge since California will be

receiving my tax dollars!

To prohibit this unethical practice, | have offered legislation
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which prohibits states from taxing pensions or retirement income of
non-residents. States are crossing state lines, collecting taxes from
non-residents, and are retreating, offering nothing in return. State
residents who conscientiously pay taxes on their pension have the
privilege of voting in that state, and have access to state funded

social services, parks, and other amenities. Non-residents just pay.

AH too frequently retirees are unaware that they must pay tax to
the state from which they draw a monthy pension check. As in
Nevada, many people plan retirement in state with low or non-existent
income tax and spend or save accordingly. Notifications that back
taxes and penalties are owed to a state other than where someone
resides is rightfully met with indignation and horror. The indignation
rises from the shock of post-revolutionary taxation without
representation; the horror rises from the inability to pay an enormous

tax debt when one lives on a fixed income.

Once more, | would like to thank the Chairman for the

ml! f
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opportunity to discuss source tax, and | would like to urge his

support for prohibiting this unfair practice.



Greater |-"airbunks Chamber nt Commercy

PO BO% 7444h

709 Seconn Avenue (907) 45M U s f.iubjnki. Alaika “9707

RESOLUTION 06-2491

A RESOLUTION BY THE GREATER FAIRBANKS CHAMBER OF COMMERCE TO
PROTECT ALASKAN’S PENSIONS FROM OUT-OF-STATE "SOURCE" TAXATION

WHEREAS, persons living on a fixed income from a pension plan are at the greatest
financial risk due to the rapid fluctuation of our economy; and

WHEREAS, the Constitution guarantees the right to travel and to reside anywhere
in the United States without any restrictions; and

WHEREAS, that segment Gfsociety that is being threatened by "source" taxation have
already paid for the services they enjoyed while residents of the "source" state through the

existing tax structure of that state; and

WHEREAS, Alaska does not have a personal income tax on any of its residents;

NOW, THEREFORE, BE IT RESOLVED that the Greater Fairbanks Chamber of
Commerce encourages the passage of HR431, HR1655 and HR1531; all of which address
this unfair and predatory' tax practice that is being promulgated against one of society’s most
fragile groups, senior citizens; and

BE IT FURTHER RESOLVED that the Greater Fairbanks Chamber of Commerce
views the practice of "source™ taxation to be a blatant violation of the basic constitutional
rights to reside in any state by the restriction that this taxation places on our fixed income,
and that this legislation receive immediate attention by our Congress.

Dated this 24th day of June, 1991.



RESIST
RESIST of AmericaV

2440 Ash Canyon Rd. Retirees to Eliminate State Income Source lax
X Caj

Do wec still have "TAXATION WITHOUT REPRESENTATION" in The United States of America? YES. WE DO! A
number of states' tax Nonresidents on what they call SOURCE income. This tax becomes intolerable when it is
applied to pensions, because the retiree is trapped forever in financial slavery. The retiree can not vote, petition,
receive benefits or enjoy governmental protection from the taxing state.

One of our former presidents called "TAXATION WITHOUT REPRESENTATION" TYRANNY. Presidents often take
liberty with their words, but the first definition for tyranny in the Random House Unabridged Dictionary is "arbitrary
or unrestrained exercise nf power; despotic abuse of authority." That president was right. "TAXATION WITHOUT
REPRESENTATION" is indeed TYRANNY and it must be stopped!

NOW IS THE TIME FOR EVERY AMERICAN TO STAND UP AND BE COUNTED'"!
Join RESIST and help us pass Federal Legislation to stop the taxation of non-resident pensions.
H.R.431 - Introduced by Representative Barbara Vucanovich into
The House Judiciary Committee
S.267 - Introduced by Senators Harry Reid and Richard Bryan into
The Senate Finance Committee
H.R.1531- Introduced by Representative Jolene Unsoeid into
The House Judiciary Committee
H.R. 1655- Introduced by Representative Barbara Vucanovich into
The House Ways and Means Committee
These bills prohibit a State from imposing an income tax on the pension or retirement income of Nonresidents or
domiciliaries. H.R. 1655 permits the states to offer settlement options if a retiree leaves their state, provided that
the state has informed them of this tax obligation. This bill also has a grandfather clause that prevents states from
hitting Seniors that have been retired many years with an unexpected and enormous tax bill.

Bill Hoffman is the founder and President of RESIST, which was organized to stop the unfair practice of taxing non-
resident pensions. RESIST is noi against fair taxation with representation.

Not one member of RESIST was informed of this unfair tax, by either their State or employer, why? Why weren't
options offered to the employees, such as 401K Averaging Plans? Taxes are deferred by intelligent people so that
they pay fewer taxes later not more! Non-resident retirees might pay signiiicantly more taxes. It is frightening to
speculate on how' high non-resident taxes could become in the future. State needs more income = raise non-
resident taxes! They can't stop us! How can 3 nation that was formed over "TAXATION WITHOUT
REPRESENTATION" allow this to happen? BECAUSE IT IS THE BEST KEPT SECRET in' AMERICA1 We must begin
a RESIST "American Tea Party" that dwarfs the original version!

Some states have even hired collection agencies to harass and threaten Senior Citizens for the collection of unpaid
non-resident taxes on pensions. California for 7 or 8 Years, sent letters to retirees stating that non-resident taxes
were not due on pensions. Then they have the nerve to subsequently say the tax is owed with 3 55 percent
penalty and interest added to the lax. They also offer rewards for information on delinquent taxpayers. These
actions can only be described as "Gestapo Tactics.'



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

P.0. Bax Y, Juneau, Alaska 99811 Deliveries to 240 Main Strest
(907) 465-3867 or 465-2450 Court Plazga Room 500
FAX (907) 465-2029 Mail Stop 3101
MEMORANDUM October 2, 1991
SUBIJECT: Exempting property from collection of another state’s judgment

for failure to pay income taxes (Work Order No. 7-LS1543\A)

TO: Representative Bill Hudson
Attn: Landa

FROM: Theresa L. Bannistei*PV Arffr
Legislative Counsel 0

This memo accompanies the draft of the bill that you requested to exempt the
Alaskan property of an individual from satisfying the judgment of another state for
the individual’s failure to pay the other state’s income tax on the pension benefits
received by the individual.

You will note that the exemption has been drafted to apply to any individual, notjust r—
to residents. However, if you intended to limit the exemption to residents, please fT;
contact me so that we can discuss the matter further and draft the bill accordingly.

Please be aware that the exemption may violate the full faith and credit provision of
the U.S. Constitution (art. 1V, sec. 1). That provision generally requires Alaska to
recognize the judgments of another state. Although the exemption created by your v
bill does not directly address the recognition of judgments in Alaska, the exemption
does make certain judgments of another state uncollectible in this state. This result
may be viewed as violating the full faith and credit provision. If you need further
research done on this issue, please advise.

If I may be of further assistance, please advise.

TLB:Imb
91-262.1mb

Enclosure



A number of stales, unsatisfied with just taxing the oension. base the tax rate on the retirees total income. By this
action they manage to levy a tax on the retirees out of state income, whether from investments cv another |ob.

California has obtained delightfully contradictory court rulings. There is the Borchors case involving a man who
retired from the state of lllinois and moved to California. Borchers claimed that he didn't owe California taxes on
his pension because the SOURCE of the pension was lllinois. California disagreed and after a 10 year battle in a
Los Angeles court, they won. The decision claimed that distributions such as pensions could not be taxed until die
amount became fixed and known. A pension, paid lor life, first became fixed and known when the payment was
received each month and was taxable in the state ol residence when received.

They rarely men on this case. Instead, they often refer to the Baustian case which was tried in the California State
Board of Eauaiizaiion. This case is the opposite of Borchers, involving a pension earned in California and received
in another state. They claim that the SOURCE of the pension was California and it doesn't matter where the
pension is received (Note the contradiction).

As a spokesman fcr the California Franchise Tax Board cheerfully acknowledges, residents can be taxed on all

income, regardless of its source; Nonresidents are taxed on the source regardless of residence. Californio is an
equal opportunity taxing state. They tax everything fair, unfair, just, unjust and yet they had alternatives. They
could have avoided "TAXATION WITHOUT REPRESENTATION" by offering options such as ten years averaging.

What is the consequences or danger of this unfair tax? Since the retiree has no control over the tax and it provides
free income for the state, the cancer will spread! Federal Employees who typically work in more than one state wilL
probably pay taxes to multiple states. Some states permit apportionment of the tax, depending on the percentage
of time worked in that state, and some states give compensation. These items are not always allowed, so don’t
depend on it.

Don't expect to get any benefits for taxes paid to another state. You won't even be able to use schools or buy a
fishing license at resident rates. Of course, they will sell you a fishing license and let you use their schools at NON-
RESIDENT RATES, which is much higher. They can take delight in sticking it to you again.

Some states' claim pensions are deferred income and benefits were received while the retirees were residents and
therefore they still owe taxes, but deserve no more benefits.

This is a fallacious argument. Consider a person wno earns a pension in one of these states and retires in that
state. This person pays taxes, but continues to receive benefits from the state, and can vote, petition and
otherwise be represented by the government of that state. The person who leaves their state after retirement, pay:
taxes, but receives nothing. Didn't the retiree who remained in the state also get benefits while they were earning
their pension? Don't they get additional benefits after retirement that the non-resident doesn't get? ISN'T THIS
DISCRIMINATION? HOW CAN THIS BE EQUAL TREATMENT?

\
Some states, bless them, take a different position. They consider pension's intangibles and don't tax them.

o*** HELP US STOP THESE OUTRAGEOUS, UNFAIR TAXES. "***

Membership fees, gifts or any other donations to RESIST are not tax deductible.

For more information please contact: William (Bill) C. Hoffman, President
RESIST - National Headquarters
2440 Ash Canyon Rd.
Carson City, NV 89703
(702) 883-8620
(702) 887-1296 - Office
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The Honorable Bill Hudson
P.O. Box V
Juneau, Alaska 99311

Dear Representative Hudson:

This regards the question as to whether the source tax
legislation that you are developing is in conflict with the Tfull
faith and credit provision of the U.S. Constitution.

As you know, similar "stop-gap"™ legislation has been enacted
in several states, including Nevada, V7ashington, and Florida.
Each state that has passed these measures has gauged the possible
conflicts concerning the full faith and credit provision, but
each state passed the bill nonetheless. It is important to note
that California, the state which is most adversely effected
by the legislation, has yet to challenge the constitutionality of
the stop-gap measure on the grounds that it violates the full
faith and credit provision.

It is my opinion that California and other states that
benefit from a source tax do not wish to see a great deal of
publicity regarding this issue. These states know that the only
way to repeal the tax is to do so at the federal level and
adverse publicity will only draw national attention to the
unfairness of the tax.

I have discussed the full faith and credit issue with Bill
Hoffman, President of RESIST, State Senator Ernie Adler, of
Nevada, who introduced the first state legislation, and also U.S.
Representative Barbara Vucanovich, who has introduced the federal
legislation which would repeal the source tax (or at least make
it more equitable). They all agree that the only way to test the
full faith and credit provision is to do so in the courts. Either
way, Alaska 1is in a win-win situation.

These are the true experts on the source tax. Their advice
to you, as is mine, 1is to go full speed ahead with your
legislation.








