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California Taxation

» Residents: Worldwide income regardless of source
» Nonresidents: Taxed on income from CA sources (R&TC 17951(a))
 Part year residents are taxed on:

« All income while a resident, and

» Only on CA source while a non-resident

e Trusts: Non-resident trusts calculate taxable income similar to a non-resident individual,
on all CA source income (R&TC 17743)

[Note: Paula Trust vs. FTB]
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Residency

 Facts and circumstances:
 Present in in CA for other than temporary or transitory purposes

« Presumption of residence for “visitors” after 9 months, refutable depending on facts

« A person domiciled in CA who is outside of the state for a temporary or transitory purpose

» Exceptions
« Absence from state for 546 consecutive days outside of state on employment contract
for at least 18 months for working abroad

« If one is a nonresident, return visits for no more than 45 days are treated as temporary

. (R&TC 17014(a)&(d), and 17016)
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Residency Factors

« Amount of time in California versus outside California

* Location of your family

* Location of your principal residence

* Driver’s license

» Where your vehicles are registered

« Where you maintain your professional licenses

* Voter registration

« Location of the banks where you maintain accounts and investments
« Original point of your financial transactions

« Location of your professionals (doctors, dentists, accountants, attorneys etc.)
- Social ties: place of worship, professional associations, country clubs
» Location of your real property and investments

» Work assignments in California — temporary or permanent

© 2021 Crowe LLP



Changing Residence

Before After
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California Trust \/

California Trust

Nevada
Vacation SF Home H: 8 months W: stays
Home / year in NV in SF
Home Home
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Domicile

 Domicile (legal concept) is the location where a person has the most settled and
permanent connection, the place which the person will return if absent for a period of time.
(Whittel v. FTB, 1964).
« Intent a factor but must be substantiated. (Appeal of Joe and Gloria Morgan, 1985).
* Only one domicile at a time.
* A change in domicile requires:
» New domicile requires abandonment of prior domicile,
« Physically moving to and residing in new locality, and
« Intent to remain in new location permanently or indefinitely.
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Moving Out / Changing Domicile

Before
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During
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China California

CA Trust

California
Home

Wyoming *
Home

* Not a community property state

H

After

Wyoming | CA Trust
Home
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- $600mm exit
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Nonresident Trust Problems

NR Trustee
NING ~*
AT LLC
CA Managing Member
* Nevada Incomplete Investments / Business Activities

Nongrantor Trust
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Unitary Business Trap

Bindley
(Arizona)

I
l Script Writer

LLC LLC

* Unitary: Ownership
Centralized Control

» Bindley OTA 2019
» See CC Reg. Section 25136 for examples
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Nonresident Taxation: Pass-Through Entities

« Intangible income not sourced to California (R&TC 17952)

« Partnership income — California source income taxable (R&TC 17951-1(b)

 Sale of intangible interests
* Partnership interests are intangible property

*LLC interests ? No authority
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(Valentino vs. FTB 2001)
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Nonresident’s Sale of Intangible Personal Property

* Exempt
* Stocks
* Bonds
 Partnership Interest in California Real Estate

Unless the property obtains a California situs [18 Cal. Code Regs. 17952(c)]
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Ownership & Sale of California Property by Nonresidents

@)

Trust Trust Trust

Other

99% 1%

CA Property
LLC P/S

CA Property CA Property
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Nonresident Sale of S Corporation Business

@
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Tr

ust

CA Operating Business |
- Assets Inventory |

-  Goodwill

(R&TC 17952, 17951-4(d)(3))

Asset Sale vs. Stock Sale
Goodwill Sourcing

(Where goodwill exist, e.g. California clients)
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Speaker Bio
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Mr. Rowbotham has over 35 years of experience with domestic and international tax planning for individuals and businesses.
He currently heads the global private client services practice in San Francisco. He advises U.S. and international based
companies in technology, service industry and real estate. Current engagements also include blockchain and esports
businesses. He also advises investors and executives and investment funds, both on shore and offshore regarding tax
compliance and planning and frequently represents clients with state and federal tax audits.

Mr. Rowbotham has given presentations to various professional organizations including California CPA foundation, Bar
Associations of NY, and San Francisco, and to other professional groups in Europe and Asia.

Recent Article published by Tax Advisor: Restructuring Foreign Investment in Real Property

Professional Affiliations

American Institute of Certified Public Accountants, Tax Division

California Society of Certified Public Accountants (Recipient: Distinguished Service Award)

STEP (Global Planning Forum: Society of Trust and Estate Practitioners), Silicon Valley, Former president
San Francisco Tax Club, Former president

San Francisco Foreign Tax Club

Haas School of Business, University of California, Berkeley, Lecturer

Education
BA & MBA, University of California, Berkeley
Executive Management Program, Stanford Business School

Direct: 415535 7003 Mobile: 415 290 2101 Email: brian.rowbotham@crowe.com
575 Market Street, Suite 3300, San Francisco, CA 94105-56829

www.crowe.com
14



?I
"
=
O
=
n
O
S
C



