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ABSTRACT 

This article illustrates the tax consequences of employee movements due to Covid-19. Employee movements are 

generally common and predictable. But in 2020, as COVID-19 has ravaged the U.S. economy, it is likely to become 

exponentially more difficult for businesses as well as individuals to accurately determine the source of income due 

to the increasing  complexity of employee movements caused by the pandemic. 

 

To say that Covid-19 has had a dramatic impact on the way businesses operate and individuals 

work would be an understatement. The change in businesses switching to a mainly remote 

workforce due to Covid-19 has many current and predicted future tax implications on both 

businesses and individuals. In addition, individuals have taken steps that effect themselves on 

an individual tax level regardless of their employer. 

What this article will focus on are the main implications of the current pandemic that must be 

taken into consideration to analyze the tax sourcing issues of individuals caused by extensive 

employee movements. We will focus on the business perspective in a separate article. 

While we have received dozens of calls from individual clients over the last couple of months 

with a wide variety of unique circumstances regarding tax matters, we have found that all 

circumstances can be categorized within one of three buckets: 

1- Employer has always had employees working from home every day 

2- Employer has all employees working from home every day, but employee working in a 

different locale temporarily 

3- Employer has all employees working from home every day, but employee has 

permanently moved to a new locale 



 

In addition to the above categories, we will also address other factors related to a permanent 

move. 

1- Employer has always had employees working from home every day 

This is the most simple and common situation. Absent any unique factors, the employee will 

continue to be taxed in the same manner as prior to Covid-19. 

2- Employer has all employees working from home every day, but employee working 

in a different locale temporarily 

From an employee’s individual income tax perspective, the general rule is that wages are 

sourced to the locale where the employee is physically working. The one general exception to 

this sourcing mechanism is the “convenience of the employer” rule that many states and cities 

have. 

Under New York State law, wages earned by an employee working for a New York based office 

are sourced to New York regardless of where the employee is physically working, unless the 

remote work locale is for the “convenience of the employer”. New York utilizes extremely strict 

criteria in how this is rule is applied. 

We are going to put aside the fact that it is difficult for most employers to know the physical 

location of where an employee is working on a day-to-day basis. Under the current 

circumstances, many states have already issued guidance and many more are expected to issue 

guidance that having an employee working remotely solely due to Covid-19 on a temporary basis 

will not result in these wages being sourced to the temporary locale. We will use this as a 

“general rule” for the purpose of this discussion. 

An outlier, New York's Governor Cuomo said that “temporary remote employees would be 

liable for New York income tax”. The longer the pandemic endures, the more states may follow 

New York’s lead. 

Let us take four common examples of this that we have seen: 

A. New York City resident working for a New York based employer (NYC or not) 

temporarily living and working outside the five boroughs 

Whether the employee is living and working outside the five boroughs but still is in New York 

State, or has temporarily moved out of state, the employee will continue to be taxed as a New 

York City resident and subject to both New York State and New York City withholding taxes on 

his/her wages, and will continue to be subject to both state and city income tax on all investment 

income (interest, dividends, capital gains, income from a passthrough S-Corp or Partnership). 

This is because a temporary move does not change one’s domicile. If a person is domiciled in 

NYC, they are a resident and continue to be a resident until they make a clear and convincing 

change of their primary residence to a new primary residence. 

Temporary moves can be hazardous, because a person will continue to be a resident of NYC and 

at the same time may become resident of a second state due to statutory resident rules. This 



 

applies to people that are generally domiciled in one state, but they have a residence in a second 

state and are present there for more than 183 days of a calendar year. 

B. New York State resident (not NYC) working for a New York based employer (NYC 

or not) and temporarily living and working outside of New York State 

This employee will continue to be taxed as a New York State resident and is subject to New York 

State withholding taxes on his/her wages as well as to New York State income tax on all 

investment income because he/she is domiciled in New York State. Again, under these 

circumstances, a person may be a statutory resident of a second state. 

C. New York City resident working for a New Jersey based employer and temporarily 

living and working outside the five boroughs 

Whether the employee is living and working outside the five boroughs, but is still in New York 

State, or has temporarily moved out of state, the employee will continue to be taxed as a New 

York City resident and is subject to both New Jersey State and New York City withholding taxes 

on his/her wages as well as to both New York State and New York City income taxes on all 

income (including investment income). He/she will also receive a state tax credit for taxes paid 

to New Jersey on the New Jersey-sourced wages. 

D. New York State resident (not NYC) working for a New Jersey based employer and 

temporarily living and working outside of New York State 

This employee will continue to be taxed as a New York State resident and subject to New Jersey 

State withholding taxes on his/her wages as well as to New York State income tax on all income 

(including investment income). He/she will continue to receive a state tax credit for taxes paid 

to New Jersey on the wages sourced in New Jersey. 

Regarding scenarios C and D, the reverse would also be true for a New Jersey resident working 

for a New York employer. Regardless of where an employee is temporarily living and working, 

he/she would continue to be taxed as a New Jersey resident on all income while receiving a 

credit for taxes paid to New York for New York wages. 

3- Employer has all employees working from home every day, but employee has 

permanently moved to a new locale 

This scenario is the most complex of the three. However, nothing has changed in the sense that 

Covid-19 or not, an individual must contact his/her tax advisor on the necessary steps to take to 

be considered as having changed one’s state of domicile. 

Under New York State law (and most other state laws), a person can be a resident two different 

ways. 

The first way is to be domiciled in New York. In simple terms, your domicile is your primary 

residence. If you have multiple residences, it would be the residence that you consider to be your 

true “home.” 



 

The second way is that if you are determined to be a statutory resident. You fall into this 

category if you are not domiciled in New York, but: 

• you have a residence in New York and 

• you are present in New York for more than 183 days (any part of a day counts). 

Necessary steps to take to change residence 

1) Change your domicile. 

This is simple if you only have one residence. Sell your home or discontinue your lease and 

acquire a new residence in another state. 

If you have two residences and you want to change your primary residence without selling your 

previous primary residence, you must show a change in lifestyle from one locale to the other. 

The most obvious factor will be to spend much more time at your new primary residence than 

you do at your old primary residence. This has nothing to do with the 183-day rule in the second 

method mentioned above. It is a comparison of time spent in one location compared to the 

other. There are other factors to be considered, which involve general conduct of life. These can 

include social ties and where you keep your “near and dear” personal possessions. More detail 

could be the topic of another article. These other factors are important but will not be 

convincing without the time spent in the new location. 

2) Change the address on your driver’s license/state ID. If moving from New York City to 

outside the five boroughs, this means just changing the address on your ID to your new 

address. If you are moving from one state to another state, this means giving up your license 

and obtaining a license in your new locale. 

3) Change the address where you are registered to vote and change your mailing address to 

your new locale. 

4) If you have children of school age, enroll them in a school in your new locale. This is one of 

the of lifestyle issues mentioned above. It is generally not convincing to say, “I live in New 

Jersey, but my children go to school in New York.” It is possible but requires more 

explanation. 

5) Do not maintain a storage unit with personal items in your prior locale. 

6) Make sure to have a Primary Care Physician (and veterinarian if you have any pets) in your 

new locale. 

7) Have a formal moving date. This date should coincide with an invoice from a moving 

company. 

After you have changed your domicile, you still must be careful of statutory residence. If you 

continue to maintain your residence in New York, you must not come back into New York for 

more than 183 days. This does not refer to sleeping there or even using your residence. Any part 

of a day counts as a day – technically even if it is a few minutes. The worst part about this is that 

if you are domiciled in another state, you can be taxed by two states. 

Another popular situation involves people that temporarily leave New York due to Covid-19 and 

intend to return. Many people think that they can file as New York non-residents for 2020 



 

because they will be spending more time in another state (i.e. Connecticut). Unfortunately, they 

are wrong in this assumption. They are still New York residents because a temporary move does 

not cause a change in domicile as it must be permanent (or at least indefinite). What makes 

matters worse is that they will be statutory residents of Connecticut as well. 

There are some other matters to consider: 

• Make sure to keep track of the number days spent in each locale. Spending even one moment 

on a calendar day in a jurisdiction counts as a full day. As a result, spending time in multiple 

locales on the same calendar day can be counted as a day in multiple jurisdictions. We 

recommend downloading an app like Monaeo that helps to keep track of day counts by 

locale. 

• If you cannot avoid being present in New York for more than 183 days, sell your New York 

residence or discontinue your lease. As an alternative, you can have a formal lease to rent it 

out to a tenant so you will have no access to the residence. If you are unable to sell or find a 

tenant, the residence must be available for sale or rent, and your realtor must have the keys, 

leaving with you no access to the premises. 

What we anticipate and what to look forward to 

As states and cities have suffered drastic drops in tax receipts due to Covid-19, we anticipate a 

tremendous amount of residency audit activity in an attempt to recoup as much revenue as 

possible. If you’re contemplating a move from your current locale, or have already moved, it is 

imperative now more than ever to consult a knowledgeable tax advisor to make sure that you’ve 

taken the sufficient steps to establish residency in your new locale. Doing so will help 

tremendously in the event you are “lucky” enough to win the audit lottery. 

Feel free to reach out to us with any questions at our contact information shown below: 
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