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Crackdown on tax evasion
is leading wealthy people
living abroad to take step
By GILES BROOM
Bloomberg News

GENEVA — Wealthy Americans
renouncing U.S. citizenship rose seven-
fold since UBS AG whistle-blower
Bradley Birkenfeld triggered a crack-
down on tax evasion four years ago.

About 1,780 expatriates gave up their
nationality at U.S. embassies last year, up
from 235 in 2008, according to Andy
Sundberg, secretary of Geneva’s Overseas
American Academy, citing figures from
the government’s Federal Register. The
embassy in Bern, the Swiss capital, rede-
ployed staff to clear a backlog as Ameri-
cans lined up to relinquish their passports.

The United States, the only nation in
the Organization for Economic Cooper-
ation and Development that taxes citi-
zens wherever they reside, is searching
for tax cheats in offshore centers, includ-
ing Switzerland, as the government tries
to curb the budget deficit. Shunned by
Swiss and German banks and facing
tougher asset-disclosure rules under the
Foreign Account Tax Compliance Act,
more of the estimated 6 million Ameri-
cans living overseas are weighing the
cost of holding a U.S. passport.

“It started with the fallout from UBS
and non-U.S. banks feeling it’s too risky
to deal with Americans abroad,” said
Matthew Ledvina, a U.S. tax lawyer at
Anaford in Zurich. “It will increase
because Fatca will require banks to track
down people, some of whom will make
voluntary disclosures before renouncing
their citizenship.”

Renunciations are higher in Switzer-
land because American expatriates
expect extra scrutiny of their affairs after
the UBS case and as the U.S. probes 11
other Swiss financial firms for aiding
offshore tax evasion, said Martin Nav-
ille, head of the Swiss-American Cham-
ber of Commerce in Zurich.

“Most of the real cross-border tax trou-
bles have been around Switzerland,” Nav-
ille said. “We’ve got absurd tax laws com-
ing into force because of the activities of
certain people who tried to hide money.”

During a 10-minute renunciation cer-
emony in a booth with bullet-proof glass
windows, embassy staff ask exiting
Americans whether they are acting vol-
untarily and understand the implications
of giving up their passports. They pay a
fee of $450 to renounce and may incur
an “exit tax” on unrealized capital gains
if their assets exceed $2 million or their
average annual U.S. tax bill is more than
$151,000 during the past five years.

They receive a certificate within three
months, telling them they are no longer
American citizens entitled to the services
and protection of the U.S. government.

The U.S. Embassy in Bern declined to
comment on renunciations. The U.S.
State Department doesn’t disclose annu-

al figures, spokeswoman Elizabeth Finan
said, noting that “on average” 1,100 peo-
ple give up their citizenship each year.

While the U.S. taxes citizens regard-
less of where they reside, overseas
income of as much as $95,100 is exempt
and credits help compensate for foreign
taxes paid. Americans living in Switzer-
land can’t take advantage of the absence
of a capital gains tax in the Alpine coun-
try or tax deductions allowed on pension
contributions.

“Every dollar you save, you lose to
the U.S. tax man,” said tax lawyer Ledv-
ina. “That’s one reason why people give
up citizenship.”

Americans, who disclose their non-
U.S. bank accounts to the IRS, must file
the more expansive 8938 form begin-
ning this year that asks for all foreign
financial assets, including insurance
contracts, loans and shareholdings in
non-U.S. companies.

The 2010 Fatca law requires banks to
withhold 30 percent from “certain U.S.-
connected payments” to some accounts
of American clients who don’t disclose
enough information to the IRS.

“There is incredible frustration at the
audacity and imperial overreach of this
law,” said David Kuenzi, a tax adviser at
Thun Financial Advisors in Madison,
Wis., referring to Fatca.

Failure to file the 8938 form can result
in a fine of as much as $50,000. Clients
can also be penalized half the amount in

an undeclared foreign bank account
under the Banks Secrecy Act of 1970.

“It’s a big brother concept,” said
Brent Lipschultz, a partner at New York-
based accounting firm EisnerAmper.

The implementation of Fatca from
next year comes after UBS, Switzer-
land’s largest bank, paid a $780 million
penalty in 2009 and handed over data on
about 4,700 accounts to settle a tax eva-
sion dispute with the U.S. Whistle-blow-
er Birkenfeld was sentenced to 40
months in a U.S. prison in 2009 after
informing the government and Senate
about his American clients at the Gene-
va branch of Zurich-based UBS.

The UBS settlement led to about
33,000 voluntary disclosures to the IRS
in the three years through 2011 and the
repatriation of billions of dollars to the
U.S. Swiss banks saw their offshore
North American assets shrink by about
60 percent to $66 billion in 2010 from
three years earlier, according to Boston
Consulting Group.

American Citizens Abroad, a Gene-
va-based organization that campaigns
for taxation based on residency, said the
government doesn’t always distinguish
between U.S.-based tax dodgers with
offshore accounts and expatriates who
need foreign banking services.

“The perception is that any American
living overseas is there for a nefarious rea-
son,” said Marylouise Serrato, executive
director of the organization that has mem-

bers in 90 countries. “There isn’t a deep
understanding in the U.S. of why Ameri-
can citizens would move overseas.”

Taxing Americans resident overseas is
a “hangover from the Civil War” and the
introduction of federal income tax in
1861, according to Jackie Bugnion of
American Citizens Abroad. The rules
make it harder for Americans to hold
foreign bank accounts and gain access to
mortgages, she said.

German lenders Deutsche Bank and
HVB Group terminated the securities
accounts of some U.S. citizens following
the announcement of stricter reporting
requirements. Swiss Raiffeisen, Switzer-
land’s third-biggest banking network,
decided at the end of last year to sever ties
with U.S.-domiciled clients and refuse
new applications from any American,
said Philippe Thevoz, a spokesman for
the St. Gallen, Switzerland-based firm.

The additional compliance costs for
companies to ensure that Americans they
hire are filing the correct U.S. tax returns
and asset-declaration forms are at least
$5,000 per person, said Ledvina. Where
individuals are getting their returns pre-
pared, the expense may amount to
$1,500 to $2,000, which is pushing expa-
triates to consider giving up citizenship.

“The compliance costs are high and
they’re getting worse,” Ledvina said.
“It’s hard to serve two authorities, and
the problem for Americans abroad is that
the IRS doesn’t care.”

Adrian Moser/Bloomberg News
A souvenir piggy bank is shaped like a Swiss cow in Bern, where the embassy is trying to clear a backlog of Americans lin-
ing up to relinquish their passports.

More Americans renounce citizenship

PRECIPITATION (inches)
As of 10 p.m.: 0.81
Total for month: 0.97
Avg. for month: 5.36
Total for year: 16.49
Avg. for year to date: 17.26 

SUNRISE/SUNSET
Sunset today: 7:39 p.m.
Sunrise tomorrow: 5:45 a.m.
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TEMPERATURES
Yesterday’s high: 86  
Yesterday’s low: 66
High/low for year: 90/16
Record high: 93 in 1930
Record low: 32 in 1891 

WEATHER CONDITIONS
Kentucky travel: 511
Tennessee travel: 800-342-3258
Weather radio: 162.400 FM
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ON THE MONEY
THE DOW LAST WEEK

Drier conditions and mostly sunny skies are in the forecast
today, with highs reaching 90 in some locations. There is a
chance of showers tonight. Monday will bring more rain and
storms, as almost the entire commonwealth is already under a
slight risk for severe weather. The region will be in for a cooldown
Tuesday with a high of 77 and a few showers. Calmer and cooler
weather will be the case through late week, with sunshine and
highs in the mid-70s.

Get the latest weather at 4:56, 5:56 and 10 p.m. on your local link, WNKY.

MORNING UPDATE

Want weather updates on your mobile phone? Visit bgdailynews.com/mobile.html

TODAY MONDAY TUESDAY WEDNESDAY THURSDAY

89 | 67
Showers late.

84 | 65
Storms likely.

77 | 57
Scattered showers.

74 | 50
Mostly sunny.

74 | 52
Sunny.

RIVER & LAKE STAGES
Level  /  Pool

Barren River BG
4.29 ft.   28 ft.

Green River Woodbury
n/a   33 ft.

Barren River Reservoir
542.13 ft.  552 ft.

Nolin Lake Reservoir
507.03 ft.  515 ft.

STATE HIGHS & LOWS
Fort Campbell: 87/65
Fort Knox: 82/64
Frankfort: 80/63
Lexington: 79/63
London: 77/62
Louisville: 83/65
Owensboro: 86/65
Paducah: 91/66
Highs and lows from 
past 18 hours, as of 7 p.m.

Today is Sunday, May 6, the
127th day of 2012. There are 239
days left in the year. 

In 1861, Confederate President
Jefferson Davis approved an act
passed by the Confederate Con-
gress recognizing that a state of
war existed with the United States
of America.

In 1882, President Chester Alan
Arthur signed the Chinese Exclu-
sion Act, which called for barring
Chinese immigrants from the U.S.
for 10 years.

In 1937, the hydrogen-filled
German airship Hindenburg
burned and crashed in Lakehurst,
N.J., killing 35 of the 97 people on
board and a Navy crewman on the
ground. 

In 1941, Josef Stalin assumed
the Soviet premiership, replacing
Vyacheslav M. Molotov.

In 1962, in the first test of its
kind, the submerged submarine
USS Ethan Allen fired a Polaris
missile armed with a nuclear war-
head that detonated above the
Pacific Ocean.

In 1992, former Soviet leader
Mikhail S. Gorbachev delivered
a speech at Westminster College
in Fulton, Mo., where Winston
Churchill had spoken of the
“Iron Curtain”; Gorbachev said
the world was still divided,
between North and South, rich
and poor..

Today’s birthdays: Baseball
Hall-of-Famer Willie Mays is 81.
Sen. Richard Shelby, R-Ala., is
78. Rock singer Bob Seger is 67.
Singer Jimmie Dale Gilmore is
67. Former British Prime Minister
Tony Blair is 59. Actor George
Clooney is 51. Actress Leslie
Hope is 47. Rock musician Mark
Bryan (Hootie and the Blowfish)
is 45. Rock musician Chris Shi-
flett (Foo Fighters) is 41. Actress
Adrianne Palicki is 29. Actress
Gabourey Sidibe is 29. 

— The Associated Press
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