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HOW TO USE THIS GUIDE

The Complete Financial Virgil
for Moving to the US

We’ve created a timeline to help you plan for your
future. At different phases of your stay, the rules
shift, making expats potentially more vulnerable
to new levies. If you want to find out what issues
loom for you now skip ahead to one of these
sections:

39 STEPS TO MOVING TO THE US – FEATURING
FUNKY FACTS TO AMAZE, AMUSE, AND EDUCATE

Planning for the American Dream Pre-emigration Planning

The thought of moving to the United States of America is
an exciting prospect for many people. Whether it’s the
opportunity to experience the energy of the ‘City that
never sleeps’ or pursue the California Dream, the US
offers many diverse opportunities.

The Eagle has Landed! You have now
become a US Tax Resident
Sticking around?

Got your temporary work visa or permanent “Green
Card” and are ready to go? Not so fast! Before you step
onto US soil and into Uncle Sam’s long reach some
important tax and financial planning can make a huge
difference on your finances in the land where cash is king.
This useful guide will help those moving to the US
understand the best ways to avoid common pitfalls
before and beyond emigration from a wealth
management, legal and tax perspective.

Had enough? Returning home or giving
up your long-term Green Card?
This guide is designed to help you understand the kind of questions
you should be asking at each stage of your life in the US. MASECO
offers more in-depth whitepapers on key financial topics for
expatriates, all available on our website or in print. Please be
forewarned (here's what the lawyers need us to state unequivocally):
Don’t construe this document as containing any financial advice for
your individual needs. Consider this more as a cozy chat at a pub,
sans pint. For specific questions, please consult with an adviser.

The information provided represents our understanding of current law
and practice at the time but will be subject to change in line with
regulatory and statutory changes.

Planning for the
American Dream Before you pack...

5. Trusts - trusts can play an

important role in long-term planning
for estate and gifting purposes,
wherever you choose to retire. A
careful review will be required of all
your non-US trusts whether you are
the settlor, beneficiary, trustee or
protector. Non-compliance penalties
are heavy so this review should
happen prior to moving to the US.

WEALTH MANAGEMENT
Prior to becoming a US resident, it is
essential to review your finances with
a dedicated US/UK specialist wealth
manager:

1. Asset structuring ahead of the

move - check that your assets are
with custodians who will be able to
provide the correct reporting for the
US Internal Revenue Service (IRS)
and that are willing to work with US
residents. A specialist wealth
manager will help you understand the
treatment of your investments in the
US, whether any changes are
necessary and where to hold your
investments going forward. They can
make sure your investments are
structured tax efficiently in the US
(and ideally also the UK), giving you
more financial flexibility to stay or
return depending on whether you find
the American Dream.

LEGAL

6. Enlist the help of an immigration

lawyer - Having a US specialist on
board will ensure you establish the
right US visa strategy for you
circumstances and will set you off on
the right course. In a nutshell, the US
visa system is split into two category
types: “non-immigrant” and
“immigrant”. Non-immigrant visas are
temporary visas and include visitor,
investor and employment-based visas.
Immigrant visa categories include
employment, investment and
family-based categories. The most
appropriate visa category depends on
many factors and the help of an
experienced immigration lawyer from
the outset is key to making sure your
strategy works for you.

BANK OF ENGLAND

The concept of
an ISA is very much a British one.
While they may be a tax efficient way
of saving money in the UK, the IRS
look straight through and tax the
underlying holdings, which, you
guessed it! are often PFICs. You may
want to keep your ISA open (though
bear in mind once you are no longer
living in the UK you will not be able to
make further contributions),
particularly if you are quite set on
returning to the UK, but it will need to
be invested in tax efficient assets
before crossing the pond. A US/UK
specialist wealth manager can help
by replacing rigidity and stress with
flexibility and the best of both worlds.
Phew!

4. Reporting - the US tax year runs

For the most part
UK pension benefits can be replicated
in the US, however, it is important to
ensure your pension is covered under
the US/UK tax treaty to avoid adverse
tax consequences. Another one to run
by your new best friend, the US/UK
tax adviser.

12. Entrepreneur?

Make sure you
consider the tax treatment of your
legal structure before going as
non-US companies can be taxed
aggressively by the IRS.

13. If you are planning on staying

Stateside for the longer term, there
are significant opportunities for tax
optimization before leaving, like gifting
assets pre-US arrival.

The Eagle has landed!
You have now become
a US tax resident

US TAX

Once you become US tax resident
there are several important
considerations:

7. Every US person (citizen, Green

WEALTH MANAGEMENT

Card holder and resident alien) is
required to pay taxes on their
worldwide income and gains, so avoid
any nasty surprises by ensuring that
you understand how the IRS will tax
your assets before landing in the US
with a Green Card or work Visa.

8. Each year every US person must

3. ISA, what ISA? -

11. UK pensions -

US tax residence is triggered once a
person becomes a “Lawful
Permanent Resident” or meets the
“Substantial Presence Test”*.

2. An ugly four-letter word: PFIC! -

you may be unaware that you own
any, but shares in Passive Foreign
Investment Companies (PFICs) are
taxed punitively by the IRS.
Essentially, the IRS imposes high
taxes on most non-US domiciled
funds, in fact, taxes + interest can be
up to 100% of the gain on these
holdings (ouch!).

10. Currency gains on your
mortgage! Yep, you can have a tax
liability on mortgage repayments. If
you have a currency gain in USD terms
(borrowed £600k when worth $1MM
and repaying when £600k costs
$900k = $100k capital gain!!).

file a US federal tax return and, in
some cases, a state tax return. The US
tax year runs on a calendar year,
which is different from the UK’s April
to April year and the terminology is
often different. It makes sense to
enlist the help of a specialist tax
accountant to help you file your tax
returns correctly. Minimising onerous
reporting and maximising after-tax
rates of return should be a priority for
any individual looking to move to the
US.

9.

Big capital gain on your UK main
residence? They are tax free in the UK,
but only a $250,000, or $500,000
allowance is given in the US for
capital gains on your primary
residence (which you must have lived
in for 2 out of the last 5 years before
sale), depending on your US filing
status.

on a calendar year basis and they are
concerned with what has happened in
USD, not GBP. What you need is a
US style tax document called a
“1099”, which will make filing taxes
much simpler.

14. OIGs - Remember when you got
rid of all those ‘PFIC’ investments
before moving to the US? Well, the
UK cannot be any worse and have an
equivalent “OIG”. Most US funds are
taxed unfavourably by the HMRC; an
Offshore Income Gain or OIG is a gain
realised on the disposal of a
“non-reporting” fund for UK tax
purposes. If you are saving in the US
and considering opening an
investment account, you may benefit
from checking with a US/UK
specialist that the funds you invest in
are going to be tax efficient should
you return to the UK. Otherwise, you
may be building up a future
headache/tax hit when it is time to
return home.

16. It is not all bad - US pensions

may offer more generous allowances
than what you are used to in the UK
and they are generally protected
under the UK/US tax-treaty, so make
sure you take advantage of this.

17. Greenbank, Sterling or other?
Currency fluctuations can have a
large impact on the value of your
investments. Many wealth managers
will automatically measure risks
exclusively in their local currency,
which may be inappropriate if you
intend eventually to spend those
funds in a different currency.
Additionally, the exchange rates on
the date of purchase and sale are
used to determine the taxable gain in
local currency. So, without proper
currency consideration of the
exchange rate during the period of
ownership, a taxpayer may
unknowingly realise significant gains
in one currency or another. Finding
this tricky? So do many wealth
managers who do not have
experience with international families!
LEGAL

18. Caught in the tax-net - ‘Covered

Expat’. If someone holds a Green
Card for 8 out of the last 15 taxable
years that person is considered a
‘covered expatriate’ and is considered
a long-term permanent resident of
the US. Therefore, your long-term
residency intentions should be
carefully considered prior to getting a
Green Card or a passport for that
matter.
PS: If you do have a Green Card and
leave before reaching 8 years make
sure you fill in the appropriate forms
to cancel the Green Card from both
an immigration and a tax perspective
(USCIS Form I-407 and IRS Form
8854). An expired Green Card still
counts towards the 8/15 years!!).

19. Buying a property in the US and

getting a US will? US probate process
for US situs assets? Do you need a
‘living trust’? These are all complex
issues so make sure you take good,
joined up, US and UK estate advice.
The likelihood is that, in the eyes of
HMRC, you will remain UK domiciled
and subject to UK Inheritance Tax for
a while after your move, so anything
you do could have significant UK tax
consequences.

15. It could make a lot of sense to

custody your investment assets in the
US as long as this is managed
correctly. US financial institutions
custody more assets than any other
country and is generally cheaper than
the UK. Brokerage accounts carry ≥
$500k of insurance for your
investments and banks have $250k
bankruptcy insurance. If your wealth
manager is in the UK, make sure that
they have relationships in the US to
set up accounts and the regulatory
license to provide advice on these
assets.

TAX

20. Hundreds of pages!? Even a
1000-page US tax return is not
unheard of and they can seem
mind-bogglingly complicated. In
addition, the IRS requires US residents
to provide detailed information on
their non-US bank accounts and other
investments outside the US – failure
to comply with the reporting can
result in significant penalties.

*For those in the US on a temporary visa, even under the Visa Waiver Program (or ESTA), there is a mechanical test based on the number of days of physical presence in the US which could result in US tax residence (At least 31 days in
the current year and 183 days in total over the current and two tax years prior – the calculation to reach the 183 days is based on 100% of your days in the current year and a percentage of days present in the prior two years).

21. Filing accurate returns at home – LEGAL
If you have any income in the UK you
will need to make sure that your UK
returns are kept up to date while you
are living abroad. The best approach
is often to enlist one US/UK specialist,
usually in your home country.
Alternatively, it may help if your
accountants in the US and the UK
discuss your tax affairs with each
other prior to filing your returns to
make sure you only pay tax on the
same income once. Oh, and make
sure at least one of them knows how
the double tax treaty works!

22. Real Estate - Thinking about

buying a home in the US? Keep in
mind that the tax treatment is
different to what you are used to in
the UK. So, seek advice to understand
the differences.

32. If you are a returning British

28. Make sure that you have a Will,

and if you have a separate Will for your
UK assets, ensure that it is up to date
with your US assets and holds up in the
US. There are different rules in the US
on estates and so discussing this with a
specialist lawyer could save your
executors or beneficiaries having to sort
this out at a time when they are least
likely to want to focus on such matters.

TAX

29. Estate tax – the US allowance is
currently at $11.7m per person, versus
£325k in the UK (2021). It is important
to understand what your tax
exposures are for yourself and your
dependents. Taking steps to shake
your UK domicile (estate tax liability)
should be considered.
Be mindful that if you move from one
US state to another you may revert to
your UK domicile of origin and as a
result once again be subject to UK
inheritance tax until you re-establish
your domicile of choice in your new
state of residence.

Sticking around?
If you decide to remain in the US for the
long term it’s time to make some long
term planning decisions, primarily
around gift and estate tax.

WEALTH MANAGEMENT

23. If you held on to your UK focused

wealth manager, now is the time to
consider switching to someone with a
US focus who truly understands your
new requirements and the products
available in the US.

24. Gifting – due to the differing

gifting rules between the US and UK
and depending on your situation it
may make sense to make gifts from
either your UK or US assets.

25. Charitable giving – for those

living in the US for the long-term who
are in a position to give generously to
charitable causes a good wealth
manager can help maximise the
impact of your donations. This might
involve setting up a Donor Advised
Fund that grows over time, or simply
through effective planning of regular
donations.

26. What about college? – Perhaps it
is becoming clear that your children
will likely one day study at a University
in the US (Gulp!) - Consider opening a
529 plan for each child. These
education investment accounts enable
direct family members to contribute
towards University expenses. The
money invested grows tax free inside
the plan and, if your child decides to
study abroad, the money can also be
used at many Universities and colleges
outside the US.

27. Now is also the time to revisit

that ISA and consider moving it into a
US account that allows for more
diversification and smoother
reporting.

30. Long distance relationship?
Gifting – assets can generally pass
freely between two US citizen spouses
without limitation and an unlimited
tax-free wealth transfer applies at the
death of the first spouse. However, if
one or both spouses are non-US
citizens (including Green Card holders)
this can be more complex. $159k
(2021) can be gifted each year to
non-resident alien spouses (as the IRS
charmingly labels non-Americans) and
gifts to all other non-spouse
individuals are subject to an annual
allowance of $15,000 (2021) before
filing a US gift tax return is required.

Missing rugby, the
London buzz or
favourite countryside
pub?
Returning home and giving up your
US passport or long-term Green
Card also needs some planning, in
particular if you are a ‘covered
expatriate’. You may be a covered
expatriate and subject to an exit
tax if:
- You have held your Green card for
8 of the prior 15 years or
- You are a US passport holder and
- You are wealthy or a high earner
or
- You have not met your US filing
obligations over the past five years

WEALTH MANAGEMENT

31. Are you a returning British

citizen or a non-domiciled person?
This will have a big impact on your
planning and it is important to
determine this is step 1.

citizen it is paramount that your
finances are reviewed before you get
on the plane to the UK as your global
assets will be subject to UK taxes
again the moment you set foot on UK
soil with an intention to settle.

33. If you are a non-domiciled
person you may have a few years
before your offshore assets are
subject to UK taxes. However, there
are still a lot of things to consider
before moving back including getting
rid of any investments subject to
Offshore Income Gains, considering
realising gains that are substantially
higher in GBP than USD, making sure
you have some funds that can be
brought into and spent in the UK
without triggering extra taxes and
looking at any existing trusts and
estate planning.
TAX

34. Uncle Sam may want a parting

gift! If you decide to give up your
permanent resident status you may
have to pay an exit tax. How much?
Imagine you sold all your assets (yes,
ALL) on the day prior to expatriation
AND distributed all of your tax deferred
accounts and pensions. It would be the
tax on the gain of this less an exclusion
amount on gains up to $744,000
(2021).

35. If you expatriate this will have an

impact on your ability to gift/leave
assets tax efficiently to US
beneficiaries, so expatriating may have
to be a family decision that affects
everyone.

36. Managing a property across the

Atlantic is not just complicated in
practice, but also from a tax
perspective. Consider selling up before
leaving, or at least understand the
implications of keeping property in the
US after leaving.

37. Are you keeping some assets in
the US – bank accounts, investments,
houses? If you are not considered a US
domiciliary resident your US estate tax
allowance will go from $11.7 million to
$60,000 on US situs (located) assets.
Uncle Sam’s inheritance tax rate on the
rest: 40%!
38. If you are returning as a UK

domiciled person you will regain your
global UK tax liability from day one, so
plan ahead of the move!

39. If you are returning to the UK

within 5 UK tax years of leaving, this
may also trigger taxes on realised gains
while you were living abroad even
though you probably paid tax on this in
the US – Hello double-taxation!

THE LEGAL STUFF
Nothing in this document constitutes
investment, tax or any other type of
advice and should not be construed
as such. This document is provided
for information purposes only; is not
intended to be relied upon as
investment or any other type of
advice. The views expressed herein do
not nec-essarily reflect the views of
MASECO as a whole or any part
thereof.
All investments involve risk and may
lose value. The value of your
investment can go down depending
upon market conditions and you may
not get back the original amount
invested. Your capital is always at
risk. Fluctuation in currency exchange
rates may cause the value of an
investment and/or a portfolio to go
up or down. Although the
information is based on information
which MASECO considers reliable,
MASECO gives no assurance or
guarantee that the information is
accurate, current or complete and it
should not be relied upon as such.
The information on US immigration
and US tax rules is based on our
understanding of current immigration
and tax law and practice which may
be subject to change. Please note,
MASECO does not provide legal or
tax advice and you are recommended
to consult with legal and tax advisers.
MASECO LLP (trading as MASECO
Private Wealth and MASECO
Institutional) is established as a
limited liability partnership in England
and Wales (Companies House No.
OC337650) and has its registered
office at Burleigh House, 357 Strand,
London WC2R 0HS.
MASECO LLP is authorised and
regulated by the Financial Conduct
Authority for the conduct of
investment business in the UK and is
registered with the US Securities and
Exchange Commission as a
Registered Investment Advisor.
The partners are Mr J E Matthews
and Mr J R D Sellon; Mr D R B
Dorman, Mr H Q A Findlater, Mr T
Flonaes, Mr N B Tissot, Ms A L Solana.
For your protection, telephone calls
are usually recorded.

Finally! A financial Virgil to help British expats

AVOID THE MANY

CIRCLES OF TAX HELL.
Sir Anthony Hopkins did it –
but does getting an

SHOULD YOU
INVEST IN THE
MARKET WITH

AMERICAN
PASSPORT

DOLLARS

actually make sense?

Warning:
Portion sizes
are
enormous!

POUND
STERLING?
OR

WRONG QUESTION!
Uncle Sam wants his share of
your global income and gains
from the day you move there.

If your advisor back home doesn’t know
FATCA from PFIC,

CALL US IMMEDIATELY.
Burleigh House | 357 Strand | London WC2R 0HS | T: +44 (0) 207 043 0455 | masecopw.com
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