
Federal taxes are the same wherever you choose to

retire; however, state and local taxes add up

depending on the state you pick to spend your

retirement years. Taxes may apply to your

retirement/pension income, purchases, real estate

and social security benefits.

Taxes on individual and pension income differ

from state to state. Seven states in the U.S. (Alaska,

Florida, Nevada, South Dakota, Texas,

Washington and Wyoming) currently do not tax

individual income. On the other hand, California,

District of Columbia, Hawaii, Iowa, Maine, New

Jersey, New York, Oregon, and Vermont tax

retirement income at a rate of 8% or higher.

Pennsylvania and Mississippi exempt pension

income completely, while states like Michigan and

Maine exempt only a portion of pension income.

If you estimate receiving considerable income in

retirement, state income taxes could play a

significant role in what you get to keep.

In addition to state taxes on retirement and

pension income, retirees also need to look at sales

tax charged on items they purchase. Sales tax varies

from state to state with some states charging sales

tax as high as 7%, while others adopt a “no sales

tax” policy. Alaska, Delaware, Montana, New

Hampshire, and Oregon have no state sales tax,

while California has the highest sales tax rate of

8.25%. Retirees who rely only on a fixed source of

income in retirement should also carefully consider

property taxes and estate taxes when estimating

their tax liabilities.

Source: 2011 CCH Whole Ball of Tax. The

opinions herein are those of Morningstar, Inc. and

should not be viewed as providing investment, tax,

or legal advice.  The information provided is as of

October 2011.  Please consult with your financial

professional regarding such services.
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