
      

Meghan Markle's tax bill will
get a lot more complicated
after royal wedding

Like millions of other Americans living abroad, Meghan Markle will still have to
pay taxes to the U.S. after her nuptials to Prince Harry in May.

Markle can instead opt to renounce her U.S. citizenship, though the process
will take time and come with a hefty fee and taxes on her assets.
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Britain's Prince Harry, with his US fiancee Meghan Markle.

When Meghan Markle marries Prince Harry on May 19, she will probably
be saying "I do" to a bigger tax bill.

And that goes regardless of whether she keeps or renounces her U.S.
citizenship, a quandary all American expatriates face. About 9 million
Americans currently live abroad, according to the State Department.

The American actress is likely to pursue British citizenship, a process
which can take five years after she obtains a family visa.

Markle, who reportedly has a net worth of $5 million, has a choice as to
whether or not to retain her U.S. citizenship.

As an American, Markle will still be on the hook for a slew of taxes,
regardless of the fact that she no longer lives in the country.

If Markle chooses instead to renounce her citizenship, she will likely
face substantial fees for doing so.

Keeping a U.S. passport

The United States is one of the few countries that taxes based on
citizenship, not residency.

While American citizens are still on the hook to pay taxes to the U.S.
while living overseas, there are ways to reduce that bill, according to
David McKeegan, co-founder of Greenback Expat Tax Services.

That includes the foreign earned income exclusion, which may allow
you to exclude a certain amount of earnings while living in another
country from your U.S. federal return. In 2018, the limit for that
exclusion is $104,100.

The IRS has definite rules for what qualifies as foreign earned income.

In order to be eligible, you must also must pass one of two tests. The
first is the physical presence test, which means you have been in a
foreign country for 330 days of the year.

The second is the bona fide residence test. This status is for individuals
who are living overseas and do not plan to return to the U.S., according
to McKeegan. In order to pass, you must be a resident of a foreign
country for a continuous period of time including one tax year.

You may also be able to claim a foreign housing exclusion or
deduction. In order to qualify, your tax home must be in a foreign
country and you must be eligible for either the physical presence or
bona fide residence tests.

In the United Kingdom, the limit for this exclusion is around $68,700 for
expenses such as rent and utilities, according to McKeegan. It does not
cover extravagant housing costs. Markle, who lives with Prince Harry on
the grounds of Kensington Palace, probably won't qualify, McKeegan
said.

You may also be able to take advantage of the foreign tax credit, which
may be applied if you were taxed on the same income by the U.S. and
another country.

Conflicts of interest

For Markle, disclosures of the income she receives could reveal
information about the royal family to the U.S. government.

For example, Prince Harry reportedly receives both investment income
through assets left to him by his mother and an allowance from his
father.

If those assets are in a foreign trust, Markle would have to fill out Form
3520 to disclose the gifts she receives from it. She would also have to
report other gifts, such as jewelry, that she receives.

"She would be disclosing to the U.S. government how much the British
monarchy is giving her," McKeegan said.

Markle would also be subject to the reporting requirements for Foreign
Bank and Financial Accounts, or FBAR, for accounts over which she has
ownership or signatory authority. That means she would have to report
accounts worth more than $10,000, even if it's only there for one day,
according to McKeegan.

Any foreign institutions that hold Markle's assets would also have to
disclose that to the U.S. government under the Foreign Account Tax
Compliance Act, or FATCA.

"There's probably a high likelihood that they would not combine their
bank accounts," McKeegan said. "I can't imagine that Harry wants his
bank balances reported to the IRS."

Another potential conflict could come up around the sale of property.
While you don't pay capital gains on the sale of a home in the U.K. if it's
a primary residence, the same does not go for the U.S.

That issue tripped up British Foreign Secretary Boris Johnson. Johnson,
who was born in New York, was forced to pay taxes to the U.S. when he
sold his London home in 2015. He subsequently renounced his U.S.
citizenship in 2016.

Couples can avoid this issue by limiting how much of the home a U.S.
citizen owns, according to Joshua Ashman, a partner at Expat Tax
Professionals.

"There's different ways to hold houses that don't necessarily have to be
50-50," Ashman said.

Renouncing citizenship

Markle also has the option to part ways with the U.S. as Johnson did,
though it will take some time.

Markle, who recently applied for a visa, can apply for British citizenship
once she has lived in the U.K. for five years.

Giving up a U.S. citizenship currently comes with a $2,350 fee.

Markle would also have to face the exit tax if she leaves the U.S.
permanently. This would treat all her assets — including stocks, bonds
and property — as if they were sold on the day before the expatriation
date and would impose levies on them based on their fair market value.

Severing ties with your country of origin is an emotional decision,
Ashman said.

"It's not so easy to say, 'OK, I'm not a U.S. citizen,'" after living in the
country for more than 30 years, Ashman said. "It's who you are."

If Markle still has her citizenship and the couple has children, their
offspring would eventually face all the responsibilities of American
citizenship, including taxes.

More from Personal Finance
Here's how to retire abroad — without any tax surprises
Tax cuts trump the market's recent volatility for most Americans, new
study finds
Tax bill will slash by half the number of homeowners claiming the
mortgage deduction

Lorie Konish
Personal Finance Reporter

Promoted Links

MOST POPULAR

PERSONAL FINANCE
PERSONAL FINANCE  RETIREMENT  CAREERS  SAVINGS  DEBT  TAX PLANNING  COLLEGE GAME PLAN

Meghan Markle may face big tax bill
if she renounces U.S. citizenship  
8:03 PM ET Wed, 29 Nov 2017 | 01:09

)

Here's how to join in the royal
wedding this May  
12:41 PM ET Thu, 15 March 2018 | 01:51

)

MORE FROM CNBC

Bill Gates used to memorize the license plates of Microsoft
employees to keep tabs on them

If you invested $1,000 in Amazon 10 years ago, here’s how
much you’d have now

800,000 people are about to flee New York and California
because of taxes, say economists

This is what would happen if Social Security didn't exist, new
report says

1 in 3 workers can’t answer this question about their retirement
savings

How you could buy Lil Kim's $3 million New Jersey mansion for
$100

FROM THE WEBFROM THE WEB   by Taboola Sponsored Links 

Gundry MDGundry MD

Constant Fatigue?Constant Fatigue?
Heart Surgeon Warns:Heart Surgeon Warns:
“These Commons“These Commons……

EverQuote InsuranceEverQuote Insurance

QuotesQuotes

Englewood, Colorado:Englewood, Colorado:
This Unbelievable,This Unbelievable,
Tiny Company IsTiny Company Is……

NerdwalletNerdwallet

A Fast Way To Pay OffA Fast Way To Pay Off
$10,000 In Credit Card$10,000 In Credit Card
DebtDebt

FROM THE WEB   by Taboola Sponsored Links 

Credit.comCredit.com

The Highest PayingThe Highest Paying
Cash Back Card HasCash Back Card Has
Just Hit The MarketJust Hit The Market

Mortgage Quotes |Mortgage Quotes |

Colorado: Gov't MayColorado: Gov't May
Pay Off Your MortgagePay Off Your Mortgage
If You Have No MisseIf You Have No Misse……

Gundry MDGundry MD

U.S. Cardiologist: IU.S. Cardiologist: I
Urge Americans ToUrge Americans To
Quit 3 FoodsQuit 3 Foods

TophatterTophatter

It's Like Amazon, butIt's Like Amazon, but
Everything Sells in 90Everything Sells in 90
SecondsSeconds

Here's what 5 millionaires and billionaires
would do if they lost it all and had to start over

Husband of Southwest incident victim speaks
out (NBC News)

This airline will pay you $4,000 a month to
travel the world for free with your BFF

Ford is basically giving up on US car business,
and GM is not far behind

You may be disappointed with the size of your
Social Security check in retirement

Commerce Secretary Ross: President Trump’s
tax plan is working for America

1. Netanyahu says files
show Iran lied 'big
time' about
developing nuclear
weapons

2. Bill George: Ford's
decision to dump
cars 'may prove fatal'

3. An obscure 2017
telecom deal
explains why T-
Mobile and Sprint
agreed to merge

4. The Trump
administration has
found a new way to
crack down on legal
weed

5. Here's why the Dollar
Menu is working so
well for McDonald's

! # " & '

About Site Map Digital Products Podcasts Licensing & Reprints Careers Internships Help Contact Corrections

News Tips Join the CNBC Panel Advertising & Partnerships Privacy Policy Terms of Service - New Closed Captioning

News Releases Independent Programming Switch to mobile view

Email (Required)

NEWSLETTERS

Make It

Breaking News

Morning Squawk

Evening Brief

More Free Newsletters

GO

Get these newsletters delivered to your inbox, and

more info about about our products and service

Privacy Policy

Data is a real-time snapshot *Data is delayed at least 15 minutes
Global Business and Financial News, Stock Quotes, and Market Data and Analysis

Data also provided by

© 2018 CNBC LLC. All Rights Reserved. A Division of NBCUniversal

by Taboola

by Taboola

  MENU ( ) * +PRO WATCHLIST

https://www.facebook.com/cnbc
https://www.linkedin.com/company/cnbc
https://twitter.com/cnbc
https://instagram.com/cnbc/
https://www.youtube.com/user/cnbc
https://apple.news/T3OtoXcxtRkuHRkM7SpFP_Q
https://www.cnbc.com/id/28295763
https://www.cnbc.com/
https://www.cnbc.com/lorie-konish/
https://twitter.com/LorieKonish
https://twitter.com/LorieKonish
https://www.cnbc.com/2018/04/27/meghan-markles-tax-bill-will-get-a-lot-more-complicated-after-royal-wedding.html#
https://www.cnbc.com/2018/04/21/heres-how-to-retire-abroad--without-any-tax-surprises.html
http://www.bbc.com/news/uk-42169602
https://www.cnbc.com/irs/
https://www.irs.gov/individuals/international-taxpayers/foreign-earned-income-exclusion
https://www.irs.gov/individuals/international-taxpayers/foreign-earned-income-exclusion-physical-presence-test
https://www.irs.gov/individuals/international-taxpayers/foreign-housing-exclusion-or-deduction
https://www.irs.gov/individuals/international-taxpayers/foreign-tax-credit
https://www.nbcnews.com/nightly-news/accidental-americans-living-abroad-fight-tax-bill-uncle-sam-n867711
https://www.gov.uk/becoming-a-british-citizen
https://cnb.cx/2HknvOX
https://cnb.cx/2JvIUVT
https://cnb.cx/2qTumZa
https://www.cnbc.com/lorie-konish/
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=organic-text-links-b:Right%20Rail%20Text%20Links:
https://googleads.g.doubleclick.net/aclk?sa=l&ai=CTrE-8qDnWvHrI4neBZLQmOABmvuFt1H_8cvb1wbl9LXLiAkQASC6qoQWYMmGgIDMo8AXoAG38uf9A8gBAuACAKgDAcgDmASqBJMCT9Bt288qExQUqEl1mJZeVWB_mTXnQbbHWV_Edy8A57EL2mdlRN9eXAjvnb965ekKDkUMhpvsKhq2X_KMtdXHgjJzPZNpF1PL66a1iQY_FwpHmisVfVn9GMnB4BiuucB8sUJCRi2M9gCiPf3yNfN5YtCz1JCS-wCfl7sB0vxic1TAFazT0l8YC-kw7T22_ieSOd5kC2QdflKcpCICWAhLZ6bRANYplGbwS63rEjou-4q5MkTM4j8zr4krQpvwxfJ_VCf-3yrMHGxklnQAgiH6XSxF1gn1amM-q4obs8rq-CW6VgwCqEKcy4PU7jxNolIa8NU7gPmcZyIyd3S1wzdAiMV3CeO-guz_lDfLFe7qlYKKXwzgBAGgBgKAB7GNmAKoB47OG6gH1ckbqAf3zBuoB6a-G9gHAdIIBwiAYRABGAOxCWtMPqQorbHegAoD2BMC&num=1&sig=AOD64_3W9vcbWu0WGkwoq4XDiNgEJlGKKA&client=ca-pub-5672557457834454&adurl=https://www.brilliantearth.com
http://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsts9pkzhgkLKMazCxtq_zxh6V9NH0lHAcNDTWeDzy80t8ShJluU-wCVDjl9_iyjzjBBXAN5dSf7bFjyJoPPX1TVbMzDsbg442-FrXynmvYDIoU6N5mX_7dQpTgdaUS0dIT7YaQjv0jQ5XIOYrd4ca9j3mr689eAK35n90aadqqibfFwMCRz1OnB42Hlivtd0ooaV7h9saBTdaaFcOl6FyWjvd8_lpq7L8l9qQDYDsx5Qd-FvPHIdTk-l_O0W28&sig=Cg0ArKJSzK8Y2TFWYwJe&adurl=http://www.cmegroup.com/advance/
https://www.cnbc.com/personal-finance/
https://www.cnbc.com/personal-finance/
https://www.cnbc.com/retirement/
https://www.cnbc.com/careers/
https://www.cnbc.com/savings/
https://www.cnbc.com/debt/
https://www.cnbc.com/tax-planning/
https://www.cnbc.com/college-game-plan/
https://www.cnbc.com/video/2017/11/29/meghan-markle-may-face-big-tax-bill-if-she-renounces-u-s-citizenship.html
https://www.cnbc.com/video/2017/11/29/meghan-markle-may-face-big-tax-bill-if-she-renounces-u-s-citizenship.html
https://www.cnbc.com/video/2018/03/15/heres-how-to-join-in-the-royal-wedding-this-may.html
https://www.cnbc.com/video/2018/03/15/heres-how-to-join-in-the-royal-wedding-this-may.html
https://www.cnbc.com/2018/04/25/bill-gates-memorized-microsoft-employees-license-plates-to-track-them.html?recirc=taboolainternal
https://www.cnbc.com/2018/04/27/if-you-put-1000-in-amazon-10-years-ago-heres-what-youd-have-now.html?recirc=taboolainternal
https://www.cnbc.com/2018/04/26/800000-people-are-about-to-flee-new-york-california-because-of-taxes.html?recirc=taboolainternal
https://www.cnbc.com/2018/04/26/social-security-is-under-attack-say-these-congressional-democrats.html?recirc=taboolainternal
https://www.cnbc.com/2018/04/24/workers-dont-know-what-theyll-do-with-retirement-savings.html?recirc=taboolainternal
https://www.cnbc.com/2018/04/26/buy-lil-kims-nj-mansion-dream-home-at-auction-for-100.html?recirc=taboolainternal
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=thumbnails-a:Below%20Article%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=thumbnails-a:Below%20Article%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=thumbnails-a:Below%20Article%20Thumbnails:
http://gundrymd.com/cmd.php?ad=837492&utm_source=taboola&utm_medium=referral
http://gundrymd.com/cmd.php?ad=837492&utm_source=taboola&utm_medium=referral
https://article.everquote.com/?h1=startup&h2=brilliant_company&auuid=5c57f03d-bcd5-47bd-b32b-b4056d9bef85&&tid=584&id=584&subid=9999&dt=dup&utm_medium=cnbc&utm_thumbnail=https%3A%2F%2Fstatic.evq1.com%2F92219b9c-1bb5-44fb-8d92-1c45156b7ed6.jpg%21-%23%40600x400
https://article.everquote.com/?h1=startup&h2=brilliant_company&auuid=5c57f03d-bcd5-47bd-b32b-b4056d9bef85&&tid=584&id=584&subid=9999&dt=dup&utm_medium=cnbc&utm_thumbnail=https%3A%2F%2Fstatic.evq1.com%2F92219b9c-1bb5-44fb-8d92-1c45156b7ed6.jpg%21-%23%40600x400
https://www.nerdwallet.com/ur/?nw_campaign_id=151301749252714100&utm_medium=ntv&utm_campaign=cc_mktg_paid_121117_plod_wht_tb&utm_content=4b455e&utm_source=tb&utm_term=cnbc&mktg_link=59705052
https://www.nerdwallet.com/ur/?nw_campaign_id=151301749252714100&utm_medium=ntv&utm_campaign=cc_mktg_paid_121117_plod_wht_tb&utm_content=4b455e&utm_source=tb&utm_term=cnbc&mktg_link=59705052
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=thumbnails-b:Right%20Rail%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=thumbnails-b:Right%20Rail%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=thumbnails-b:Right%20Rail%20Thumbnails:
https://www.credit.com/r/adv-cc-cashback-discover-it-cashback-match-card-review-dap/?utm_term=shoppingredcc2.jpg.doo98a.071817&af=p99819&utm_source=taboola&utm_medium=display&utm_campaign=CashBack.DiscoveritCashbackMatch.Desktop&utm_content=cnbc
https://www.credit.com/r/adv-cc-cashback-discover-it-cashback-match-card-review-dap/?utm_term=shoppingredcc2.jpg.doo98a.071817&af=p99819&utm_source=taboola&utm_medium=display&utm_campaign=CashBack.DiscoveritCashbackMatch.Desktop&utm_content=cnbc
https://www.fetcharate.com/pa/?tg_ref=t1febpron&pag_ref=febh&csg_ref=c_4140&camp_id=_gov_may_Pay_Your_Mortgage_if_you_have_no_missed_paymentsk&keyword=payit.jpg&sub2=cnbc&city=$%7Bcity:capitalized%7D$
https://www.fetcharate.com/pa/?tg_ref=t1febpron&pag_ref=febh&csg_ref=c_4140&camp_id=_gov_may_Pay_Your_Mortgage_if_you_have_no_missed_paymentsk&keyword=payit.jpg&sub2=cnbc&city=$%7Bcity:capitalized%7D$
https://rpptrk.com/400b269f-4090-4f22-b202-9ffbb606f1fd?a=&n=T&c=09e1a75f-9b03-4664-9a87-8fd88f323167&i=09e1a75f-9b03-4664-9a87-8fd88f323167&&sn=cnbc&si=cnbc&p=Desktop&campid=1080972&adid=75824793&title=U.S.+Cardiologist%3A+I+Urge+Americans+To+Quit+3+Foods&tn=https%3A%2F%2Fapi.maximus.live%2Fimages%2Fmedia_buying%2F5aa31ab71da39.jpg%21-%23%40749x602
https://rpptrk.com/400b269f-4090-4f22-b202-9ffbb606f1fd?a=&n=T&c=09e1a75f-9b03-4664-9a87-8fd88f323167&i=09e1a75f-9b03-4664-9a87-8fd88f323167&&sn=cnbc&si=cnbc&p=Desktop&campid=1080972&adid=75824793&title=U.S.+Cardiologist%3A+I+Urge+Americans+To+Quit+3+Foods&tn=https%3A%2F%2Fapi.maximus.live%2Fimages%2Fmedia_buying%2F5aa31ab71da39.jpg%21-%23%40749x602
https://tophatter.com/?categories=fashion&source=taboola&ad_campaign=1055324&ad_group=%20Desktop_Tophatter_Fashion_Filter_BrunetteImages_app_th_pltfm_web_cntry_us_&ad_content=72747906&ad_widget=cnbc&source=taboola&campaign=1055324&ad_group=Desktop_Tophatter_Fashion_Filter_BrunetteImages_app_th_pltfm_web_cntry_us_&ad_content=72747906&ad_widget=cnbc
https://tophatter.com/?categories=fashion&source=taboola&ad_campaign=1055324&ad_group=%20Desktop_Tophatter_Fashion_Filter_BrunetteImages_app_th_pltfm_web_cntry_us_&ad_content=72747906&ad_widget=cnbc&source=taboola&campaign=1055324&ad_group=Desktop_Tophatter_Fashion_Filter_BrunetteImages_app_th_pltfm_web_cntry_us_&ad_content=72747906&ad_widget=cnbc
https://www.cnbc.com/2018/04/26/what-self-made-millionaires-and-billionaires-would-do-if-they-lost-everything.html?recirc=taboolainternal
https://www.nbcnews.com/nightly-news/video/husband-of-southwest-incident-victim-speaks-out-1218329667945?utm_source=taboola&utm_medium=exchange
https://www.cnbc.com/2018/04/27/this-airline-will-pay-you-4000-a-month-to-travel-with-your-bff.html?recirc=taboolainternal
https://www.cnbc.com/2018/04/26/ford-is-basically-giving-up-on-us-car-business-and-gm-is-not-far-behind.html?recirc=taboolainternal
https://www.cnbc.com/2018/04/25/why-your-social-security-check-could-be-less-than-you-expect.html?recirc=taboolainternal
https://www.cnbc.com/2018/04/30/commerce-secretary-ross-president-trumps-tax-plan-is-working-for-america.html?recirc=taboolainternal
https://www.cnbc.com/2018/04/30/netanyahu-claims-to-show-irans-secret-nuclear-files-obtained-by-israel.html
https://www.cnbc.com/2018/04/30/ford-ceo-jim-hacketts-decision-to-dump-cars-may-prove-fatal.html
https://www.cnbc.com/2018/04/30/t-mobile-aborted-deal-for-straight-path-casts-light-on-sprint-merger.html
https://www.cnbc.com/2018/04/30/trump-administrations-new-crack-down-on-legal-weed.html
https://www.cnbc.com/2018/04/30/heres-why-the-dollar-menu-is-working-so-well-for-mcdonalds.html
https://www.cnbc.com/id/15907487
https://www.cnbc.com/id/15920090
https://www.cnbc.com/digital-products/
https://www.cnbc.com/podcasts/
https://www.cnbc.com/cnbc-reprints/
https://www.cnbc.com/cnbc-careers-and-employment/
http://www.cnbc.com/cnbc-internship-program/
https://cnbcllca.custhelp.com/
https://cnbcllca.custhelp.com/app/ask
https://www.cnbc.com/corrections/
https://www.cnbc.com/news-tips/
https://cnbcexchange.vcsurveys.com/c/a/5bz17E1ICrI1gVk4ZBAbCA
https://www.cnbc.com/advertising-and-partnerships/
http://nbcuni.com/privacy
https://www.cnbc.com/nbcuniversal-terms-of-service/
https://www.cnbc.com/closed-captioning/
https://www.cnbc.com/cnbc-news-releases/
http://corporate.comcast.com/news-information/nbcuniversal-transaction/independent-programming
javascript:void(0);
https://www.cnbc.com/sign-up-for-cnbc-newsletters/
https://www.nbcuniversal.com/privacy/
https://www.cnbc.com/id/16061983
http://www.nbcuni.com/
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=organic-text-links-a:Below%20Article%20Text%20Links:
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=organic-text-links-b:Right%20Rail%20Text%20Links:
https://www.cnbc.com/markets/
https://www.cnbc.com/video/
javascript:void(0),
https://www.cnbc.com/
javascript:void(0)
https://www.cnbc.com/pro
https://watchlist.cnbc.com/

