
Qualifying for Residency in a State Without Income Tax

With Illinois’ individual income tax rate increased to 5% in 2011, more people are considering moving to one of the seven states without an individual income tax: Alaska, Florida, Nevada, South Dakota, Texas, Washington, and Wyoming. 
Unfortunately, there is no bright-line test for residency in Illinois. If an individual lives at least nine months in Illinois, he or she is considered a resident of Illinois (Illinois Income Tax Act, Section 301). Otherwise, residency is determined on a case by case basis, looking at all the facts and circumstances. Because of Illinois’ historically low individual income tax rate of 3%, Illinois has not contested residency with the frequency of higher taxing states such as New York and California. With Illinois’ tax rate hike to 5%, we can expect the Illinois taxing authorities to take a greater interest in residency issues.
The following are steps you can take to establish residency in a state without income tax. Remember, because residency is determined on a facts and circumstances basis, you should take as many of the following steps as you can.

· Do not receive wages from an Illinois business. 

· Do not practice business, even part-time, in Illinois. If you own an interest in an Illinois partnership, corporation or limited liability company, consult your tax advisor.
· Do not use the Illinois courts for any litigation.

· Claim the homestead property tax exemption on your home in the other state. Do not claim it in Illinois. Even better, sell or gift your property in Illinois. If you can’t sell it, rent it.

· Register your car and get license plates in the other state.
· Register to vote, and vote as soon as possible, in the other state. Don’t vote in Illinois.

· If in Florida, file a Declaration of Domicile with the clerk of the circuit court. Other states may have similar requirements.
· Get a library card in the other state.
· Join a house of worship in the other state.
· Use attorneys, accountants, and physicians in the other state.
· Join a country club in the other state, and cancel your membership in Illinois.
· Redraft your wills and trusts to show legal residence in the other state.
· Open bank and brokerage accounts in the other state and close your accounts in Illinois.
· Get a safe deposit box in the other state and close your safe deposit box in Illinois.
· Have all your mail addressed to the other state. Don’t receive any mail in Illinois.
· Buy cemetery plots in the other state.
We will be glad to answer any questions you may have. Please do not hesitate to contact us at     (847) 705-8841.
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