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LESPERANCE US EXPATRIATION INDEX

Expatriation - the topic the US
Government doesn't want us to

discuss

One topic the American government and “Tax
the Rich” advocates like President Biden or
Senators Warren and Wyden do not like to
draw too much attention to is the number of
wealthy American taxpayers who have
decided to legally and permanently leave the
US tax system.

How do we know this? First, the government
has set up some very effective hurdles to
slow down, discourage or even prevent
American taxpayers from exercising their
right to leave.

Second, the government only publishes the
names of a fraction of departed taxpayers
long after the time they have triggered their
departure.

Third, the government provides no additional
information or breakdowns that might help
anyone actually figure out why and when
these taxpayers left.

And finally, there is no information on the
wealth or prior tax contribution levels of these
permanently departed former taxpayers. In
short, they make it virtually impossible to
estimate the loss of annual future tax
revenues to the US Treasury arising from
these departures.

Our firm’s founder, David Lesperance, has
been helping high net worth American
citizens and Green Card holders give up
their US tax status for over 30 years..and
by way of this article is boiling down and
sharing some of what he has learned
about the US expatriation process over the
past three decades.

A good place to start is with the

(“The List”). The
List is the report that is published every
quarter as required by 26 U.S. Code §
6039G - Information on individuals losing
United States citizenship.



https://www.federalregister.gov/quarterly-publication-of-individuals-who-have-chosen-to-expatriate
https://www.federalregister.gov/quarterly-publication-of-individuals-who-have-chosen-to-expatriate
https://www.federalregister.gov/quarterly-publication-of-individuals-who-have-chosen-to-expatriate
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Who 1s included in 'The List'?

At first glance one would reasonably assume that The
List includes every US taxpayer who is leaving the US tax
system. Sadly, this is not the case. The method of
collection and dissemination of information on those

1 A net worth in excess of $2M USD; or

2 A five-year average annual US

federal tax liability in excess of
American taxpayers who give up their citizenship or $190K (indexed for 2023)

Green Card status is fundamentally flawed.
Interestingly, the US government does

In reality, The List only contains some of the names of , , L
include on The List:

the former taxpayers..namely those who the US

government considers “wealthy”..which they define as 3 Those former taxpayers who fail to
having: certify their US tax compliance for

the 5 years before departure.

Those departing citizens and Green Card holders who x US Citizenship renunciations which
set off any one of these three triggers are classified are not Covered Expatriates;
as “Covered Expatriates” and as such under the IRS

x Green Card relinquishments which
are not “long-term” (i.e. 8 out of 15
Amazingly, The List does not include: years) no matter their net worth or

prior federal tax contributions; or

rules ( ) are required to file tax returns.

x Long Term Resident relinquishments
whether or not they are Covered
Expatriates.

SO WHAT DOES THE GOVERNMENT REPORT..AND IS WHAT
THEY REPORT HELPFUL IN UNDERSTANDING US
EXPATRIATION?

The following bar chart shows what is reported and conceptually illustrates who is included on The List and
who isn't. We say “conceptually” because neither the IRS nor the State Department provide any numbers
for who are not on The List..so the chart does show how many departed taxpayers exist in reality. The only
number we do know is the number of Americans who have renounced citizenship AND who are Covered
Expatriates..which we show in the bar chart. So it is only a partial picture at best.

04



https://www.irs.gov/instructions/i8854
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H OW muCh Another common misconception regarding The List

is that it reflects current events..which is not the

f ° case. This is caused by the substantial time lag

O a tlm e - between the date the former taxpayer triggered
their departure and the date their names appeared

lag is the re on The List. Based on a plain reading of the

Preamble to The List, most people assume that the
List reflects the Covered Expatriates who departed

between aCtual during the preceding quarter. Surprisingly, that is
R . not the reality! Indeed, we estimate the average
I‘enunCIatlonS Of time-lag between expatriating and reporting is
o o h d between 12 and 18 months..and sometimes as long
Cltlzens lp an as 2 or more years if the departing taxpayer left
. : early in the year and thereafter triggered legal tax
rellnqu]‘ShmentS filing extensions. How do we know this? Simply by
_ m noting the dates that our Covered Expatriate clients
Of long ter renounced their US citizenship and then watching
Green Card status for their names to appear on a future version of The
List.

and appeartng on To put this in perspective, we estimate that the

! : ! 3,260 Covered Expatriates who were reported in
The List? RS P
2023 actually applied between July 2021 and the

end of June 2022.

So not only is The List incomplete..it is out-of-date!
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Even more factors
impact the quarterly
Lists

In addition to the IRS filtering who's on The List by
citizenship and wealth and the time lag limitation,
there are other factors that also impact the number
of names that are reported each quarter in The List.
These include structural [ internal and external
factors.

Structural / Internal Factors
(within control of US Government)

For undisclosed reasons, the State Department
strictly limits (i.e. artificially restricts) the number
of renunciation appointments that are available
at a given US mission (l.e. Embassy or Consulate) ;

Not all US missions perform renunciations;

Closure of missions in 2021 and 2022 due to the
COVID pandemic; and

Re-allocation of mission staff due to local or
regional issues..such as the resources of three
US consulates in Poland being diverted to deal
with the impact of the Ukraine war and the
closing of the US Embassy in Moscow and its
two other consulates shifting their visa

issuance responsibilities to Warsaw. \

External Factors
(not anticpiated by US Government)

Government policies, like the (FATCA) that motivated
foreign-based US citizens of all financial levels to renounce their US citizenship. The
compliance burden on foreign financial institutions caused many of them to no longer offer
services to US citizen customers such as mortgages, brokerage and even basic banking
accounts. This made life extraordinarily difficult for many Americans living abroad, so they
sought to renounce their citizenship. As a result, this group took the lion’s share of the limited
number of available renunciation appointments..creating a backlog of a year or more at
some US missions; and
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https://www.irs.gov/businesses/corporations/foreign-account-tax-compliance-act-fatca
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Concerns among high-net-worth American
citizens, Green Card holders and long-term
residents who have wisely put Backup Plans in
place because the economic, tax, political
and/or social environment is getting too
uncertain. As a result increasing numbers have
decided to legally and permanently leave the
US by triggering their Back Up Plans. Indeed,
there has been an unprecedented explosion in
interest in Backup Plans. Often cited is the
frightening increase in mass shootings with '
perpetrators motived by troubling increases in
antisemitic, onti—ethnic/religious and anti-LGBT
sentiments.

Finally, from publicly available government
information we are unable to determine:

The total number of Covered Expatriates,
because the US government does not separate
Long Term Green Card renunciations (8 out of 15
years) from the total number of Green Card
renunciations AND the IRS does not compare the
information collected on IRS Form 8854 to the list
of long-term Green Card renunciants; and

s

The total lost tax revenues each year from departed
taxpayers because:

Once the Covered Expatriates’ net worth or

federal tax paid threshold is met, there is no
indication whether the departed taxpayer is
worth $2 Million or $200 Million or more; and

Long Term Green Card holders who trigger
the Covered Expatriate thresholds are not
publicly reported at all!
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How to make sense of 'The List'

What events explain the different numbers in different periods?

2010 to 2014

The Foreign Account Tax Compliance Act (“FATCA”) was passed in 2010. FATCA resulted in
financial institutions around the world reaching out to all of their customers to determine
whether or not they were US citizens or Green Card holders. The total number of account
holders who were thereby motivated to give up their US citizenship or Green Cards
accelerated exponentially over the next 5 years. While only a small percentage of these
departing taxpayers met the net worth or federal tax paid thresholds, the total number of
these Covered Expatriates who renounced US citizenship (i.e. those included on The List)
also increased every year.

2015 to 2019

As the FATCA surge started to slow down, new factors came into play. In 2015, Wealthy
Americans (aka future Covered Expatriates) became concerned about “Tax the Rich”
rhetoric coming from Democratic primary candidates like Elizabeth Warren and Bernie
Sanders and renounced their citizenship as they anticipated a potential/probable Hilary
Clinton POTUS victory.

When the Democratic victory did not occur, the numbers on the list dropped in 2016 and
2017. However, they increased dramatically in 2018 as a new group of wealthy Americans
— concerned more about increasing political polarization and societal unrest and less
about increased taxation - decided that they were bearish on the future of the US.

The drop in 2019 may have a number of explanations, but the one where we have direct
knowledge relates to the handful of State Department staff who process the
confirmations of US citizenship renunciations...they were redirected to deal with
emergency visa issuance to victims of the earthquake in Haiti who were still recovering

from a major hurricane two years prior.
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2020 to 2024

If one looks at the 2020 actual reported numbers, one would think that there were lineups
at US missions around the world..resulting in over 6,500 names added to the List. Not so...
the line-ups happened about 18 months earlier! The reality is these most of the 6,500
people reported in 2020 applied in the second half of 2018 and early part of 2019.. during
the run up to and immediate aftermath of the mid-term elections. This suggests a
substantial number of people were in the process of completing the final stages of their
backup plans begun after the 2016 election. And another large number likely had a
second citizenship already in hand for a long time..and the continuing dysfunction and
uncertainty in the US convinced them to finally execute the final step..to renounce. We've
seen this happen a few times..indeed we saw a similar uptick over last quarter of 2023
and into 2024.

A year ago we predicted there would be a marked increase in the numbers on The List as
US missions began to reopen in late 2022 and again offer renunciation appointments. Due
to the time lag these departers were not added to The List until 2024.

In the meantime, the State Department were still playing catch up with reported
renunciations still lower than pre-pandemic levels.. with 3,816 names added to The List in
2022 and 3,260 names added in 2024.
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What does the future look like?

2025 and beyond

We still believe there will be an increase in the numbers of renouncing
citizens added to The Renunciation List in 2025. This increase reflects the
slow reporting by the US government and reflects the fact that
“renunciators”... including several of our clients... were finally able to
complete their expatriation process in 2023 and 2024.

We also anticipate that the numbers will increase significantly in 2026.
The reasons vary and are often a combination of the following:

e Fear of retribution as many are high profile democratic supporters
and/or critics of Donald Trump such as Timothy Snyder and his wife;

e Concerns about increasing violence, mass shootings, rising
prejudice against certain religions, race, and sexual orientation;

e Concerns about a rise in political polarization and political violence
that are leading to an increase in random acts of violence;

e Concerns that "Liberation Day" tariffs will cause dramatic increases

in inflation and unemployment causing economic chaos and further
fueling political violence;

e Anticipation...that is already being borne out..that the current
Administration’'s economic policies will result in a significant drop in
the value of the US dollar and US equities. This will directly result in
the cost of paying the Exit Tax to drop significantly and renunciators
can enjoy the revival of their holdings free of US tax. This is exactly
the same phenomena that occurred during the 2008 financial crisis;

e Trump just recently reversing himself and now openly talking about
instituting a Millionaire’s Tax..and changing the rules around carried
interest; and

* Recognition of an increasing possibility of a Democratic sweep in
2028 and the introduction of an even more punitive Expatriation Tax
regime.

In our 30+ years helping US citizens renunciate their US citizenships, we
know that any one of these concerns by itself can be highly motivating
to those considering renunciation. Taken together, they present a slam
dunk rationale.
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Conclusion

The Quarterly Publication of Individuals
Who Have Chosen to Expatriate List is
flawed in many ways. Even so, it can
provide useful guidance and
information on expatriations by mostly
wealthy US Citizens and Green Card
holders in response to economic and
fiscal forces, campaign rhetoric and
government policy — both intended and
unintended.

In our view, The List can be seen as a
“Canary in the Coal Mine” that helps us
answer the long-standing question
whether Wealthy American citizens and
Green Card holders will overcome “life
inertia” and permanently leave the US
tax regime and if so, why? With the top
1% of US taxpayers (aka Covered
Expatriates) accounting for 40% of the
total annual US personal tax collections,
this is a canary worth watching.

For inquiries,
contact us.

www.lesperanceassociates.com
info@lesperanceassociates.com

+1 (415) 685 4308
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