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Terms of Reference
Democrats Abroad has formed a Taxation Task Force (TTF) to research US tax policy as it impacts Americans living outside the US and to consider, plan and execute initiatives aimed at enacting reforms that resolve adverse impacts.  Our support for any tax reform - and certainly any package of tax reforms - will depend on whether it aligns with our Democratic Party values.

We believe the 115th Congress has an opportunity to enact common sense reforms that clarify and simplify filing and make the tax code fairer for all Americans.  Our support for any package of reforms, however, will depend on how it aligns with our Democratic Party values.  We do not, believe those reforms should be used to re-structure the federal government by starving programs that conservatives don’t like or that benefit indigent, elderly or otherwise vulnerable Americans.   We support reforms that help reduce inequality, boost opportunity and raise enough revenue, predominantly from those with the greatest ability to pay, to meet public needs. 

*****

The purpose of the Taxation Task Force will be to coordinate the efforts of Democrats Abroad to understand U.S. tax policy as it impacts Americans abroad and to seek appropriate redress when it places an unfair and onerous burden on us.

The TTF will focus on these matters:
· Citizenship based taxation:  Replacing it with Residency based taxation.  Democrats Abroad is largely indifferent to the form that Residency based taxation takes, although we feel that it should meet these criteria:  it should be straightforward in its implementation and be easy for bona fide Americans abroad to achieve eligibility, and it should not include loopholes that facilitate tax dodging.

· Reforming FATCA:  Enacting the Same Country Safe Harbor Exemption from FATCA reporting for Americans abroad.  This reform is the subject of H.R. 2136 the Overseas Americans Financial Access Act

· FBAR relief:  Streamlining foreign financial account reporting by eliminating FBAR reporting requirements for Americans who must file FATCA reports

Secondarily, the TTF will work on these matters.  If Citizenship based taxation is replaced by Residency based taxation some of these matters will be resolved depending upon on the policy is implemented.

· Eliminating discrimination in the taxation of Americans abroad  (See Appendix I) 

· Improving tax filing for Americans abroad (See Appendix II)

· Raising awareness of investment and retirement savings policy and regulations that severely restrict the savings options of Americans abroad  (See Appendix III)
The work of the TTF will include:

· Undertaking research to understand policy, outline adverse consequences and recommend legislative reforms and/or regulatory remedies; track developments over time.

· Work with other internal stakeholders, as directed by the ExCom, to ensure all reforms and advocacy work are consistent with democratic values.
· Establish and recommend an appropriate advocacy strategy to the DA ExCom, noting that some matters will require policy advocacy and some matters will require grassroots activism

· Upon the approval of the DA ExCom, implement reform strategies: 

· Develop and present policy reforms to relevant law makers and regulators and conduct Door Knocks when necessary.  Maintain contacts at the IRS, the National Taxpayer Advocate, US Treasury, Senate Finance Committee, House Ways & Means Committee and individual legislators and regulators as necessary to undertake this work.

· In collaboration with DA Communications Committee and the Global Action Team, build and deliver grassroots campaigns for implementation by country committee leaders or for distribution directly to DA rank and file members.

· Liaise with the Americans Abroad Caucus to generate Congressional endorsement of legislative recommendations.

· When possible, collaborate with other organisations representing Americans abroad for the purpose of amplifying our message, including American Citizens Abroad, Association of Americans Residing Overseas, Federation of American Women’s Clubs Overseas and others.

· Report out regularly to DPCA leaders on TTF developments and initiatives
The DA members serving on the TTF will be, where possible, professionals from the legal, accounting, banking, finance, political or tax advocacy professions.  Exceptions can be made on the Chair’s recommendation to the TTF.

The TTF may be comprised of Working Groups focusing on specific initiatives but reporting to the TTF chair who will provide oversight.

The TTF will report to the International Chair of the DPCA and/or the ExCom at regular intervals.  

The Task Force will post regularly about its work on a dedicated webpage of the Democrats Abroad website, and message Leadership when new updates are posted.
Membership

DeeDee Geirow  - Sweden

Carmelan Polce (Chair) - Singapore

Michael Ramos – Australia

Joseph Smallhoover – France

Orlando Vidal – UAE

Julia Bryan (ex officio) – Czech Republic

APPENDIX I

TAX CODE DISCRIMINATION AGAINST AMERICANS ABROAD

In our examination of the provisions in the Internal Revenue Code that govern tax filing and reporting of non-resident Americans we have identified these areas that require remedies in order to address the unintended adverse consequences that arose for Americans abroad when the code was written.

It is fair to say that these problems would be resolved for most Americans abroad if the US tax policy were to shift from Citizenship based taxation to Residency based taxation, depending upon how Residency based taxation was implemented.   If the implementation model contains provisions that make it difficult or disadvantageous for Americans abroad to achieve eligibility these matters would continue to afflict those who, for whatever reason, elect not to become non-resident citizens for tax purposes.
· US Capital Gains Tax Exclusion – harmonisation of capital gains treatment for properties owned by citizens living abroad with treatment of properties owned by citizens living in the US.

· Artificial Capital Gains/Losses due to Currency Fluctuations – elimination of artificial capital gains and losses when no currency has been exchanged, by allowing the currency of the country of residence to be the functional currency for tax reporting purposes.

· Applying foreign credits to NIIT – allow Americans abroad to apply foreign income tax credits in calculating Net Investment Income Tax

· Marital deduction for bequests to foreign surviving spouses – reinstate the marital deduction for bequests to surviving foreign spouses in the calculation of estate tax. 
· Declaration of foreign long term savings plan income – tax the income from foreign long-term savings plans at the time the money is withdrawn from the plan. 

· Taxation of welfare payments – tax foreign government invalidity, unemployment and social welfare payments to disabled and disadvantaged Americans abroad only by the country making the payments, ie the country of residence.

· Tax-free transfer of foreign retirement plan assets – render tax-free the transfer of assets from foreign retirement plans deemed qualified plans under international tax treaties to retirement plans in the taxpayer’s new country of residence, be it the US or another foreign country. 

· Revise punitive PFIC rules – For citizens residing abroad revise the punitive Passive Foreign Investment Company rules and reporting requirements that apply to non-US pension plans, foreign mutual funds and other investment savings vehicles that prohibit Americans abroad from saving effectively for retirement.  

· Taxation of non-US non-qualified pension plans – simplify the reporting structure for non-US, non-qualified pension plans that would alleviate the onerous need for Form 3520 filings for non-employer funded pension schemes.

· Reforms to the FEIE and FHE – maintain the Foreign Earned Income Exclusion, merge it with the Foreign Housing Exclusion and eliminate the ceiling.  This would completely eliminate double taxation of earnings of non-resident taxpayers.

APPENDIX II

IMPROVING TAX FILING AND REPORTING FOR AMERICANS ABROAD
Although these reforms would lose their importance for most Americans abroad under Residency based taxation, they would be enormously helpful for those who elect not to become non-resident US citizens for tax purposes.
· Optional simplified earnings declaration –  provide non-resident taxpayers who owe no US federal income tax with the option of a one-sentence, handwritten or printed declaration of earnings, accompanied by a tax return or assessment from the taxpayer’s country of residence.

· Translated IRS publications and forms – provide translated versions of IRS publications and tax forms commonly used by non-resident, non-English speaking US citizens.
· Remove FBAR filing requirement for FATCA filers – the disclosures made on the FBAR foreign financial account report established under the Bank Secrecy Act are duplicated on the FATCA Report.  Not all foreign financial account holders will have balances that exceed the FATCA reporting threshold, but there should be no FBAR filing requirement for those who do.
· Harmonise International Tax Treaties – align all international tax treaties with the US Model Income Tax Convention of November 15, 2006 as they apply to private pensions, social security benefits, annuities, alimony, child support and pension plans.

· Promote the Streamline Filing Compliance (Offshore) Procedures – expand awareness of the SFCP, a tax amnesty program introduced in 2014 for Americans who non-wilfully are not compliant with their tax filing and reporting obligations.

· Improved communication – encourage the IRS to do even more to expand communication with Americans living abroad, starting with the reopening of its overseas offices and the restoration of offshore services lost due to cuts in IRS funding.

· Protect American Citizens Services – ensure that Trump government proposed cuts to State Department funding do not result in further reductions in American Citizen Services provided out of US consulates and embassies.

APPENDIX III

REGULATIONS CONSTRAINING INVESTMENT AND RETIREMENT SAVINGS FOR AMERICANS ABROAD

Investment options for Americans abroad are increasingly limited and fraught.   Due to legislation designed to protect consumers in the market for financial products, a provider of financial fund products must be registered to sell and market their products in a foreign jurisdiction.  Although U.S. brokerage firms have over time turned a blind eye to this requirement, more recently, in an atmosphere of increased disclosure and oversight, many have elected to prohibit clients residing abroad from buying U.S. mutual funds in order to avoid the registration requirement.   Exchange-Traded Funds are a legal work-around for Americans abroad interested in a mutual fund-type investment exposure, however even Exchange-Traded Funds may not be an option for individuals whose foreign and/or U.S. bank and brokerage accounts have been closed.    

These features of the U.S. tax code impacting investments, savings plans and retirement savings uniquely penalize Americans residing abroad:  

· Punitive taxation of retirement savings plans which qualify and are taxed under local laws but are not qualified plans for U.S. tax purposes;

· Punitive taxation of foreign government sponsored retirement savings plans that are not qualified plans for U.S. tax purposes;

· Capital gains tax laws that do not take into account currency fluctuations and so create assessable capital gains upon conversion of funds from the sale of assets where otherwise there are none;  

· The inability to claim the foreign tax credit against taxes owing under the Affordable Care Act, the 3.8% Net Investment Income Tax; 

· Inflexible regulations involving Social Security and Medicare contributions particularly disadvantage self-employed Americans abroad.

· the Windfall Elimination Provision which drastically reduces the Social Security payments owed to Americans also receiving foreign pension payments; 

· The Social Security benefit taxation regime for taxpayers who are Married Filing Separately provides no exclusion for spouses.  Americans married to foreign nationals normally file as Married Filing Separately and so do not get the exclusion afforded Americans married to Americans who file jointly;
· Welfare payments made by foreign governments to Americans who are handicapped, unemployed or disadvantaged are subject to tax though they are normally not taxed abroad.

US BANKING ALSO CONSTRAINED

The USA PATRIOT Act, ratified after the terrorist attacks of 9/11, established new “Know Your Customer” rules for US financial institutions.  As a result, banks and financial institutions are no longer willing to hold or open accounts for customers with only a non-US address.  This has constrained the banking, saving and investment activities of Americans abroad.  A sensible reform would be to exempt American citizens living abroad from this provision even if they have only a non-US address.
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