Democratic National Committee February 2019 Meeting

A Resolution in support of Residency Based Taxation

Sponsored by Democrats Abroad

Whereas, unlike all other industrialized countries, the United States taxes its citizens on the basis of citizenship, not residency;

Whereas, the United States is the only country in the world (other than Eritrea), which taxes its citizens living outside their country of origin based on a principle of citizenship;

Whereas, Citizenship-based Taxation (CBT) can result in double taxation of the income of U.S. citizens residing outside the United States;

Whereas, the United States has introduced a hybrid, residence-based system of taxation for companies, but maintains CBT for individuals and includes in the new system two new taxes that result in double taxation for U.S. citizens who own companies in their country of residence;

Whereas, most Americans living abroad earn their living the same way as their friends and families in the U.S. and are required to declare their income and pay taxes to their country of residence;

Whereas, all other industrialized countries use Residency-based Taxation (RBT) to tax the income of their citizens and residents, thereby avoiding double taxation of the foreign income of their citizens residing abroad;

Whereas, Internal Revenue Service (IRS) outreach to non-resident U.S. citizens has been woefully inadequate over time leading to high levels of ignorance, confusion and frustration about U.S. tax filing obligations;

Whereas, the IRS has withdrawn staff providing support services outside the U.S., resulting in extremely long telephone support waiting times (usually hours) and helpline operators often not prepared to address the issues raised by or on behalf of Americans living and working abroad;

Whereas, the cost of enforcing CBT surely exceeds the revenues it generates; 

Whereas, the need to file two or more separate tax returns in both the country of residence and in the U.S. means that U.S. citizens residing abroad often incur exorbitant costs and fees to meet their tax-filing obligations and maintain compliance with local rules and U.S. rules and tax treaties;

Whereas, Americans abroad and the Democratic Party fully support efforts by the U.S. federal government to prevent financial crimes, including money laundering and tax evasion;

Whereas, the IRS has well-established guidelines for determining that an American is a bona fide resident of a foreign country;

Whereas, the findings of an October 2017 survey by Democrats Abroad of U.S. citizens of all political preferences residing abroad indicate that 84% of survey participants support a switch from Citizenship-based Taxation to Residency-based Taxation, which would not impact the taxation of their U.S.- sourced income which they would continue to report to the IRS
;

Whereas, according to witness testimonies before a congressional hearing in April of 2017, being subjected to taxation by two jurisdictions and to banking service discrimination
 are the main reasons for Americans living abroad renouncing U.S. citizenship
; 

Whereas, Americans living and working abroad, aside from serving U.S. businesses, aid and other organization and interests, are unpaid ambassadors for the U.S., providing an invaluable link to and understanding of U.S. politics, policy, values and culture for people around the world who may never come to the U.S. and therefore risk forming distorted views about U.S. policy, politics, values and culture from media reports alone;

Whereas, advocacy work and outreach to Congress by all the organizations representing Americans abroad resulted in the introduction of the Tax Fairness for Americans Abroad Act of 2018 (H.R. 7358) providing a framework for the establishment of a Residency Based Taxation bill that includes robust anti- tax avoidance provisions;

Be it resolved that the Democratic Party supports ceasing taxation based on citizenship and supports the universally-accepted notion of taxation based on the residency of the taxpayer;

Be it further resolved that the Democratic Party calls on Congress to amend the Internal Revenue Code to abolish taxation based on citizenship and instead adopt Residency-based taxation, a system in which Americans living outside the U.S. would continue to declare to the IRS income generated in the U.S. but would be exempted from reporting to the IRS income generated in and declared to the tax authority of their country of residence.

� ‘Can we please stop paying twice? Reforming the U.S. Tax Code for Americans abroad’ 2017, Democrats Abroad, October, available at �HYPERLINK "http://bit.ly/CanWePleaseStopPayingTwice" \h�http://bit.ly/CanWePleaseStopPayingTwice�


�  In 2016 the Democratic National Committee passed a resolution in support of reforms to FATCA that would address banking service discrimination suffered by U.S. citizens living abroad with financial accounts in their countries of residence.


� https://oversight.house.gov/sites/democrats.oversight.house.gov/files/documents/Bopp%20Statement%20FATCA%204-26.pdf





