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SUBJECT:  Taxation of Pay and Property after Retirement
1.  Purpose.  To provide information about the taxation of pay and property received after retirement.

2.  Military Retire Pay.

     a.  Military retired pay is subject to federal income taxation and may be subject to taxation at the state level.  

           (1)  Under the Servicemembers Civil Relief Act (SCRA) your active duty military pay is subject to taxation by only the federal government and your state of domicile.  Upon retirement your military retired pay is no longer protected under the SCRA.
           (2)  If in retirement, you change your state of domicile from the state you claimed on active duty,  your retired pay will be subject to taxation under the laws of the new state.  To avoid subjecting active duty pay you receive in the year of retirement to state tax in your new state, delay taking actions that are indicia of intent to establish domicile (such as registering to vote, getting a driver’s license, changing your will to recognize your new domicile) with your new state, until after retirement.
3.  Personal Property.
      a.  You may be required to pay an annual property tax on certain personal property, usually vehicles, in your state of legal residence.  While on active duty, you are subject to annual property taxes only in your state of domicile.  For example, if you are not a domiciliary of Virginia while on active duty, but live in Virginia while on active duty, vehicles titled in the Servicemember’s name only are not subject to Virginia’s personal property tax.  If you reside in Virginia once retired, your vehicle will be subject to the annual personal property tax.  

     b.   As a retiree you will no longer receive the protections of the SCRA regarding personal property taxes 

4.  Contact your servicing Legal Assistance Office for additional information or assistance.
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