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LONDON & CAPITAL INSTRUMENTAL 
IN HELPING TO RESOLVE NON-DOM DILEMMA
“Increasingly complex reporting requirements sees huge rise in number of expat Americans renouncing their citizenship”
The costs and administrative obligations associated with Non-dom status are now so onerous that the number of expat Americans renouncing their citizenship and choosing to settle in the UK for the longer term is rising at a record level.  In the final quarter of 2009 no less than 502 US expats renounced their citizenship, the highest in any quarter in recent times and more than twice the total number recorded in 2008.  The total number in 2009 was 743!¹  Whilst for the majority this will seem a step too far, the reporting requirements facing a US Non-dom are now so complex that one can understand why renunciation seems to some the more attractive option.
The New England Expats
“We are witnessing the emergence of a new breed of New England Expats”, says Daniel Freedman, Joint Managing Director at fast growing wealth manager, London & Capital.  “The real cost of US citizenship has become increasingly apparent in recent times and with the US Government keen to reduce its deficit, it seems life as a US Non-dom is set to get worse.  Specialist investment planning and tax/legal advice is going to be more important than ever.”
With some 182,000² Americans living and working within the UK, it is difficult to size the US Non-dom problem, but the rules and regulations pertaining to their financial affairs are now so draconian that many wealth managers and international banks are simply withdrawing from the market.  The Swiss banks refused to service the US Non-dom market long ago.  “The US Non-dom is today more hotly pursued by the IRS”, says Freedman “and has become a modern day pariah.”

The US Non-dom has long experienced financial difficulties at the most basic level, many unable to open a bank account with a UK bank, but where London & Capital observes most difficulties is in relation to the tax treatment of UK investments.  “Many of the clients referred to us have been badly advised as regards ISA and SIPP investments”, says Freedman.  “Many have been advised to take advantage of the ISA tax shelter to invest in Unit Trusts and OEICs, blissfully unaware that this is just about the only investment which will cause them to fall foul of the IRS’ ‘Passive Foreign Investment Company’ (PFIC) rules.  They will be taxed aggressively on all gains and may be subject to penalties equal to 100% of value.”
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There are just as many problems with SIPPs, which the IRS classifies as a ‘Foreign Trust’ - growth within a SIPP being fully tax deductible.  Many of the professional clients being referred to London & Capital have been advised to move their pension pot from a company scheme; investments which were once sheltered from the IRS in a company scheme becoming fully tax deductible as a result.  “For the client, it is both frustrating and costly”, says Freedman.  “Clients are consulting with specialist tax advisers to unravel the mess, and it need not be so.  Investments can be held within a SIPP if arranged in a certain way and reported, just as a US qualifying insurance policy can be put in place.  The good news is that we find that we are able to assist as many as 70% of those who approach us for advice.”
Working from both its London and US office (in New York), London & Capital has been advising clients on their investment affairs - to ensure they are complying with the various rules and regulations with which they will need to comply in moving overseas - for more than 20 years.  The Company has been building out its US Non-dom team and is now further leveraging its proven experience and track record in the field with a series of educational client facing seminars.  In doing so, London & Capital is partnering with a number of specialist advisers - tax consultants, accountants and lawyers.  The seminars, offered on a complimentary basis, address the key issues facing US Non-doms from an investment, tax and legal point of view.  The seminars have so far been hugely popular during the first half of 2010 with the programme due to recommence for the second half of this year in September.
Those seeking further information on London & Capital’s US Non-dom practice should contact Tony McLoughlin on 020 7396 3200.
– ENDS –
¹ Source: Federal Register

² Source: Office for National Statistics
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NOTES TO EDITORS
1. London & Capital and US Non-doms
London & Capital has been working with US clients and Non-doms for more than 20 years.  For Americans investing and working in the UK, London & Capital can accommodate the following requirements:
· Tax Compliant Investment Strategies and Compliance Reporting
· Financial Structuring to Estate Planning
· Tax Reporting for US (31st of December/ FBAR/1099)

· Understanding of PFIC/CFC issues
· Fully managed liaison with other Professional Advisers
2. About London & Capital

London & Capital was established in 1986.  A leading firm of investment advisers and asset managers, with an international client base, the Company provides private individuals, family offices, institutional investors, intermediaries and charities from across the globe with expert advice on offshore and onshore investment strategies.  Operating with a boutique culture, London & Capital places a strong emphasis on capital preservation and the delivery of a tailored client service.

London & Capital is an independent company, 100% employee-owned with some 80 employees worldwide.  Headquartered in London, with further offices in New York and the Isle of Man, the London & Capital Group advises on more than USD2.8 billion* of investment assets for high net worth individuals and institutions worldwide.  (*As at 30th April 2010).  The Company is regulated by both the FSA and the SEC.

Awards - Corporate: in 2009 London & Capital was awarded ‘Emerging Manager of the Year – Fund of Funds’ by Opal Financial Group.  In the 2008 Financial Times Business ‘Pensions & Investment Provider Awards’, London & Capital was highly commended in the ‘Asset Allocation’ category.  The Company was also ranked in the ‘2008 Top 400 Asset Managers in Europe’ by IPE, and recognised as ‘Firm of the Year for High Net Worth Investors’ at the ‘2007 Spear’s Wealth Management Awards’.

Awards - Individuals: in the ‘2010 Spear’s HNW Wealth Manager Index’ of leading practitioners in wealth management, Joint Managing Director, Daniel Freedman was listed in the ‘Top Recommended’ grouping.  Iain Tait, Director of Private Clients, was declared one of the top 40 individuals in Financial News’ third annual ‘Rising Stars in European Wealth Management’ in June 2010, awarded the '2010 Top 40 under 40' Award by PAM Insight (Private Asset Manager) and in 2008 named one of the ‘20 Rising Stars of Wealth Management’ by Institutional Investor’s Private Asset Management.
www.londonandcapital.com
