HNW Americans are protecting
themselves from a wealth tax ‘wildfire’

David Lesperance

California has lit the wealth tax ‘wildfire’

In an increasingly volatile world, many clients
approach me concerned about threats to their family
well-being and wealth. For HNW families it is not only
the financial threat of various tax proposals but also
the perception of increasing vilification of wealth by
politicians and the press. Framing viable solutions as
analogous to firefighting makes risk prevention easy
to understand.

UC Berkeley Professors Gabriel Zucman and
Emmanuel Saez are protégés of the famous French
left-wing economist Thomas Piketty. For several years
Zucman and Saez have been promoting their mentor’s
ambitious idea of an expansive wealth tax to everyone
including various US presidential politicians and the
French parliament. However, the French decided not
to adopt the so-called ‘Zucman tax’ in their most
recent budget debates despite having a reputation
for a higher tax burden than many other nations.

All that changed when a major California
healthcare union proposed a 5% tax on California
billionaires in October 2025, named the One-Time
Wealth Tax for State-Funded Health Care Programs
Initiative (sometimes call the ‘billionaire tax’).
Originally the union tried to bar the exit door by
proposing that it applied to every billionaire who
was a California resident as of the date of their
announcement. Fortunately for the billionaires, the
California Attorney General in drafting a potential
referendum question noted this was legally
indefensible and changed the date to those resident
in California on 1 January 2026.

In their proposal, the union cited Zucman, Saez
and their academic colleagues’ estimate that this
wealth tax would raise $100 billion in additional
revenue for the State of California for the years
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2027 to 2031. They based this scoring on California
billionaires’ wealth from the latest Forbes billionaire
list.

A closer examination of the California wealth tax
proposal raised the major question: “5% of number?”
While some of the academics claimed otherwise,
most legal experts determined that the California
Franchise Board will likely interpret this proposal to
mean the targets are taxed on 5% of voting shares
rather than actual equity. For the typical California
technology founder, this change in calculation is
monumental.

Let’s look at the real-world example of Mark
Zuckerberg as an example of the actual tax impact
of this proposal. Zuckerberg owns just over 13% of
Meta shares, but he controls 60% of the voting
shares. Meta is currently valued at roughly $1.6
trillion. Under the California wealth tax proposal,
his wealth tax bill wouldn’t be based on his 13%
equity; it would be 5% of his 60% of voting shares —
leaving him with a wealth tax bill of $48 billion.

To have the liquidity to pay that $48 billion bill,
Zuckerberg would need to sell Meta shares. This
would trigger a 37.1% combined state and federal
capital gains tax. So, to simply pay a $48 billion tax
bill, he would actually need to liquidate $68.8 billion
in shares. Given his overall net worth of $210 billion,
his actual tax rate becomes over 30%, not the
advertised 5% being sold to the voting public.

Adding fuel to the fire, one of the tax’s key
academic architects Emmanuel Saez later confessed
that he and the other academics always intended
for this wealth tax to be a permanent annual hit, not
the ‘one-time’ sold to the public. This would mean a
significant annual hit on the wealth of Zuckerberg
and others like him. Given the prospect of a
substantial and ongoing tax hit, it was unsurprising
that Zuckerberg and many of the other targets of the
California wealth tax decided to decamp.

To the surprise of some of the academics, departing
California billionaires didn't just buy a plane ticket.
They retained top state and local tax advisers to
advise them on the requirements to leave. With the
roadmap in hand, they mobilised their family offices
like a Formula 1 pit crew to execute a rapid, highly
coordinated departure before the 1 January 2026
deadline.

If one considers the publicly known departures of
people like Zuckerberg, Sergey Brin, Larry Page ef al,

June 2026 « International Family Office Journal

29 14:07:21 Print



and add on more quiet billionaire departures, it is
easy to agree with the speculation that over $1
trillion in wealth has already left the state.

It is also worth noting that should the wealth tax
be adopted by voters, not only can the California
legislature immediately fulfil Saez’s desire and make
the wealth tax permanent, but they can also
significantly drop the net worth ceiling below the
$1 billion mark. With Senator Elizabeth Warren'’s
tederal wealth tax proposal setting a benchmark of
liability of those with $50 million or more, it is not
just billionaires who should be considering leaving
California. This is especially true when one notes the
number of billionaire departures has already blown up
the prior $100 billion tax collection projections. It is
reasonable to predict that the California legislature
will be sorely tempted to broaden the net by lowering
the threshold.

Californians voting in the November referendum
for the billionaire tax should remember that their
state relies on the top 1% of taxpayers to supply
38.6% of its annual tax collections. If more UHNW
taxpayers leave, it creates a massive permanent black
hole in the state’s budget. This will be especially true
it the California legislature exercises its power to make
the billionaire tax both permanent and apply to a
significantly larger group of taxpayers.

Inspired by the California billionaire tax proposal,
various other states have proposed or implemented
other similar regimes of their own. Several national
politicians have also proposed various versions of a
federal wealth tax.

America’s wealthy are protecting themselves
However, the targets of the wealth taxes are not
without agency. They are responding to this ‘wildfire’
in the same way as real wildfires are dealt with. They
are implementing a comprehensive integrated a

‘FIRE strategy’.

The FIRE strategy involves simultaneously pursuing

the following four tactics:

s Fire Fighting: This involves financially
supporting effective fire fighters (aka lobbyists)
to educate politicians and voters on the reasons
why a wealth tax will likely result in a decrease
in tax collections rather than the promised
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windfall. For example, California relies on the
top 1% of taxpayers to supply 38.6% of its
annual tax collections. At the federal level the
top 1% provide over 40%. If taxpayers leave,
they will not only avoid paying the wealth tax,
the loss of their annual tax contributions will
punch a huge hole in future budgets.

s Fire Insurance: At the state level, this involves
strengthening connections in a state which is
not implementing any wealth tax proposals.

At the federal level, this requires acquiring the
fire insurance of a second citizenship through
descent, investment or merit. Citizenship in
major G20 countries are preferred and available.

e Fire Resistance: This involves working with tax
advisers to maximise use of currently legal and
effective tax planning (eg, gift/estate tax
exemption, GRATS, Puerto Rico Act 60 etc) to
take assets out of the line of fire of a future tax.

e Fire Escape: My clients are also following the
advice of real firefighters: “Never drop into a hot
zone without an exit strategy.” For California,
this means changing residence to another state.
At the federal level the taxpayer has to properly
sever their status as a US taxpayer. This effort
involves incorporating fire resistance planning
with a fire escape plan. The escape plan
incorporates the fire insurance of a second
citizenship with planning that reduces exposure
to exit and inheritance taxes should the
individual decide to legally and permanently
leave the US tax system.

The threat of these wealth tax proposals becoming
future law is inspiring wealthy families to now
reorganise their financial affairs to blunt the potential
impact of these proposals. It is noteworthy that while
legally departing the US tax system is more involved
than moving states, thousands of wealthy families do
it annually. They acknowledge the reality that the
majority of the world’s wealthy have never been US
taxpayers...and still manage to live very nice lives.

Given the small cost of implementing a FIRE
strategy versus the proposed damage to one’s fiscal
house, it is no wonder that wealthy Americans are
preparing themselves.

Inspired by the California billionaire tax proposal, various

other states have proposed or implemented other similar

regimes of their own. Several national politicians have also

proposed various versions of a federal wealth tax.
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Will the wealthy leave?

The question of “Who will actually leave?” is hotly
debated. The most useful way to answer this question
is to channel Newton’s First Law of Inertia. In short,
all taxpayers have ‘life inertia’, and only leave a
jurisdiction if a force such as additional tax burden is
greater than their life inertia.

Proponents of wealth tax policies often cite Cornell
Professor Cristobal Young’s 2011 study of the impact
of a Massachusetts income tax increase on those Bay
Staters who earned an annual income of $1 million
or more. His study found that the number of
‘millionaires’ in the state actually increased and that
those impacted by the new tax were reluctant to
leave.

Here is why these findings are not applicable to
the targets of these wealth tax proposals, as I see it:

¢ Young's 2011 study only looked at people who

earn $1 million in income. These were often
professionals whose high income depended on
local customers, contacts etc. In other words,
they had significant life inertia. As expected, a
few more points of income tax was not a strong
enough force to overcome that inertia and cause
them to move. However, in the intervening
decade and a half post-pandemic era we have
seen remote work explode with the advent of
tools like Slack and Zoom. Massachusetts’ most
recent 2022 income tax hike shows the real-
world impact of these changes in life inertia,

with residents exiting the state taking a net of
$4.2 billion in adjusted gross income with them
in 2023.

e UHNW taxpayers generally do not have high
income but have assets that appreciate in value.
They are the famous ‘$1 a year’ founders. They
are much less dependent on living in a specific
location to make and maintain their wealth (ie,
low life inertia). Wealth taxes are a significant
tax force.

The predictability of certain massive departures is
acknowledged in the California and Democrat federal
proposals by provisions significantly increasing the
cost of departure for those who leave after these
proposals become law. Prudent families are now
following the FIRE strategy. Many will certainly
trigger their fire escape plans before the 2028 year
end, should it be likely that the federal wealth tax
proposal become law. The resulting dramatic negative
impact on touted tax collection estimates is entirely
predictable.

The consequences of wealth taxes may be
unwanted, but they are entirely predictable. In the
face of a wealth tax proposal, wealthy Americans need
to come to grips with this question: If their state or
the US government is already measuring the curtains
on their wealth, should they be measuring the
distance to the border?

David Lesperance JD is one of the world’s leading international tax and immigration advisers. He co-authored, with an
LSE professor emeritus, a landmark book on the impact of the movement of the wealthy on the countries they leave and
to which they move. He has been advising HNW families for over three decades on integrated strategies that mitigate tax
while maximising mobility and lifestyle needs.

June 2026 « International Family Office Journal





