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Some Can Avoid Paying Annual Auto Tax

If you pay the annual North Carolina motor vehicle tax and are a legal resident of another state, you may be paying more auto expenses than required.

Some states and political subdivisions of states impose taxes on personal property, including motor vehicles.  County governments in North Carolina, for example, charge auto owners an annual tax based on a percentage of the vehicle’s book value.  Military personnel who live in North Carolina, but who are legal residents of another state, are not required to pay the tax.

Unfortunately, many soldiers end up paying the tax even though they are exempt from payment under the law.  This is because the county government or other taxing authority typically mails out tax bills to all motor vehicle owners living within their boundaries whether or not the owner is legally domiciled in the state.  The service member then pays the bill, unaware that payment is not required.

One way to prevent this from happening the next time your property tax bill arrives in the mail is to inform the taxing authority that you are a legal resident of another state and therefore are not subject to the tax.  The controlling law in this situation is the Soldiers’and Sailors’ Civil Relief Act, a federal statute.  It provides that a state, or local government within the state, may not impose a tax on the personal property of a person who is living in the state in compliance with military orders and is legally domiciled in another state.  A person’s legal residence can be determined by various factors, such as where the individual registers to vote.  You should contact your Legal Assistance Office if you have questions about your legal residence. 

The protection provided by federal law applies to both tangible and intangible property. An automobile is an example of tangible property, while stocks and bonds are examples of intangible property.  The law assumes that the soldier will pay any comparable taxes due in the state of legal residence.  This protection has been held to apply to annually recurring taxes on property but not to one-time transaction taxes such as sales and use taxes.  Therefore, all soldiers stationed here normally must pay the North Carolina tax imposed on sales of new motor vehicles.  Questions in this regard should be directed to the Legal Assistance Office.

The federal law does not shield soldiers from the annual North Carolina tax on personal property used in a trade or business.  The North Carolina annual tax on motor vehicles normally would have to be paid by any soldier who, for example, owns a pick-up truck that is used to operate a business in the state.

You will need documentation to show your county tax authority that you do not have to pay the property tax on your auto.  The Legal Assistance Office has a tax affidavit form which is easy to complete.  The purpose of the form is to verify your status as a legal resident of another state.  If you submit the tax affidavit along with any billing statement you receive and a brief letter of explanation, you should be able to avoid having to pay the North Carolina personal property tax now and in the future.  Some counties will accept a photocopy of a recent LES, which shows another state as home of record, as proof that you are tax exempt.

The savings you realize may help pay for those much needed repairs that you have been putting off too long.

The XVIII Airborne Corps Legal Assistance Office helps soldiers, family members and retirees.  Call the Legal Assistance Office at 396-6113/2511 with questions and for further information.  Soldiers assigned to the 82d Airborne Division should contact their Legal Assistance Office at 432-0195.

