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FOREIGN BANK ACCOUNTS REPORT

In 1970, Pres. Richard Nixon and Sec. of the Treasury,
William Simon, were trying to find ways to stop drug
trafficking between South and Central America, South and
Central Asia, and Europe with the United States. The war in
Vietnam and the countercultural hippie movement of the
late 60s created a drug culture for young American adults
that was unprecedented. One of the tools suggested by
William Simon was the "Bank Secrecy Act", which is anything
but a secrecy act. It should have been called the "Foreign
Bank Non-Secrecy Act" because that is what they intended
the act to do. They felt that if they could get people to
disclose where their foreign money accounts were being
held, they can stop drug money cash flows and laundering.
The law imposed extraordinary fines and penalties and
criminal sanctions if the reports were not filed. Only one
problem, the criminals refused to report, so the law became
essentially worthless.
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For 30 years, the law remained on
the books but was virtually ignored
by United States prosecutors and
the criminal investigation unit of
the Department of Treasury. Nobody
sought to have the law amended or
repealed, because there was no
reason.




On September 11, 2001,
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administration had to find
new tools for ferreting out
terrorists, drug dealers, arms
dealers and other bad guys
around the world who could
be a threat the United States.
The administration
established the Homeland
Security Act, they completely
revamped and reformed the
Immigration and Natural
Naturalization Service, and a
whole bunch of other things,
but they also found that they
had this potentially
invaluable tool in the Bank
Secrecy Act that they could
use to try to find out how the

WHERE DID THEY GET THE MONEY TO DO THIS? ~ terrorists could fund such a
war inside the United States
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However, they realized that the Department of the Treasury, even though it has the
largest police force in the world, the Secret Service, was ill-equipped to use this
tool. So in 2003, while all these other protection laws are being passed, the
Department of Treasury looks to turn this tool over to the meanest junkyard dog it
can find in its kennel. So they turn the investigation, criminal prosecution, and
enforcement over to the Internal Revenue Service, which we know as the IRS.
Unfortunately, they still had plenty of difficulty finding accounts or joint accounts
with names like S Hussein & Sons or U. Bin Laden & Wives and was largely
unsuccessful.



Recession-Government Revenues

"We need money! Who wanis to go to the FBAR with me?"

In 2008, Barack Obama is
elected president and he walks
into a huge recession mess. Tax
revenues are down, stimulus
money is needed and he has a
hostile Congress that is not
much interested in raising
revenues through new taxes.
So this administration sees the
Bank Secrecy Act, with its
extraordinary fines, penalties
etc. as a source of revenue.
This is particularly appealing to
Obama because he doesn't
think that rich people pay their
fair share of taxes and believes
it is primarily the rich people
who have foreign bank
accounts being used to hide
their wealth and money to
avoid paying taxes. So a shift is
made from using this law to
find drug dealers and terrorists,
and instead to find wealthy
American citizens who are
trying to avoid paying their
taxes.
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“OFFSHORE VOLUNTARY
DISCLOSURE INITIATIVE |

"OVDI I

In 2009 the IRS institutes the "Offshore Voluntary
Disclosure Initiative" where they basically say that
if you come clean and pay your taxes and
penalties, we promise not to press criminal charges
available under the Bank Secrecy Act. But we will
impose a 20% penalty on you for the highest
account balance you have had in your foreign bank
for the last six years. Very few people hear about
this except for a few decent and responsible
foreign account holders, and the government pulls
in about $2 billion in revenues. This is a handsome
profit for simply enacting a voluntary disclosure
program. It also tells the IRS that this is the tippity
top of the iceberg and that there are tens of
billions of additional dollars out there. But they
still don't know how to get this information from all
of the US taxpayers who are either ignorant foreign
account holders (those who did not know about the
law) or the ignoring foreign account holders (those
who know and just don't care).

« No Criminal Charges

« Pay Taxes and Penalties

« 20% FBAR Penalty on Highest Account
Balance

*» 6 Years

+« $2 Billion Revenues



2000=2010
“Alphalbet Soup™
BINGO

IRS FBAR UBS HSBC NRI OVDI

United Bank of Switzerland pays $780 million fine
and discloses thousands of US taxpayers with
offshore accounts.

HSBC India is sued in federal District Court in San
Francisco to disclose US customers.

Also in 2009, the IRS goes after UBS under FBAR while OVDI I is pending and they
hit BINGO with a settlement agreement where UBS pays a $780 million fine and
discloses thousands of US taxpayers holding foreign bank accounts. This only
makes the junkyard dog a little hungrier so it is now going after HSBC India
seeking NRI's (non-resident Indians) who have been avoiding paying taxes. This
appears to be part of a more global strategy to include all of Asia and Europe.
Because of the humongous UBS victory, they go to Congress for more tools to
cultivate this international income stream.
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CONGRESS ENACTS:
“FOREIGN ACCOUNT TAX
COMPLIANCE ACT™

“FATCA”

So in 2010 Congress enacts the Foreign Account Tax
Compliance Act. Under this new law, now all foreign
banks that wish to do business in the United States , and
US banks that wish to do business in foreign soils, must
report to the IRS all accounts held by American
residents or citizens in their foreign bank offices. They
must do this whether or not it violates their own
internal secrecy policies or their country’s secrecy
policies and laws. If they refuse or fail to do this, the
IRS will withhold up to 30% of the bank's income which
Is basically making them pay the penalty that their
ALL FOREIGN BANKS MUST REPORT ON AMERICAN  foreign account holders would have to pay. Now we
CLIENT ACCOUNTS have some real big players who are caught in quite a

Failure = Withholding 30% of US Income from dilemma. Banks like HSBC, UBS, Credit Suisse, Deutsche
Bank, Citibank either have to rat out their best
customers, or cease doing business in the United States
or offering foreign bank accounts to US residents. This is
what we commonly call in legal terms the law of TS -
Tough Situation.

Non-Compliant Banks



2011 (Expired Sepl. 7)
"OFFSHORE VOLUNTARY
DiscLosurREe INrTrATIVE 1T
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n

« Probably No Criminal Charges
« Pay Taxes and Penalties

« 25% FBAR Penalty on Highest Account
Balance

e 6 Years
+ 12,000 Volunteer Reports

e $55% Revenues?

Earlier this year, with the foreign
banks facing this dilemma, and
without the courts around the US
having time to review the
constitutionality of all this, the IRS
institutes a second Offshore Voluntary
Disclosure Initiative which was set to
expire on August 31, but because of
Hurricane Irene, it was pushed back a
week to September 7. This initiative
has to be a little stricter than the
original initiative, so now they don't
guarantee that the volunteers will
face no criminal charges, but they
probably won't, and they raise the
FBAR penalty to 25%. This results in
12,000 new volunteered foreign
account reports and it will take some
time to find out how much money
they will make. So far, they have
recovered $500 million in the first
couple of weeks which comes out to
about $42,000 per account. And there
is plenty more to be assessed and
counted over this initiative. And we
are also still just scratching the tip of
the iceberg.



If you have or have had a foreign bank account with over $10,000 in the last eight years, what do you have to do to
comply? For most people, what you do is fill out this Form TD 90-22.1, which simply asks "who are you" and "what is
the maximum amount of money you held in a foreign bank account during the last 8 years.” Then duck, because the

penalties are severe.

TD F 80-22.1 REPORT OF FOREIGN BANK

(R, Maach 2011}
Departrant of e Tressury AND FINANCIAL ACOOUN'I'S
L admions of
ﬂ*_‘m Do NOT file with your Federal Tax Return
Im!l Filer Information
2 Typool Fler
o Oneve o0 o cdo «0e o [ Fiuciary or Other—Enter typo
3 US. Taxpayer 4 Fowmgn ident {Complete onty I item 3 is nat applicatia) § Individual'a Dala of Bith
MMWTONYYY
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16 Typoofsccourt a[JBank b []Securties &[] Other—Enter typs beiow

17 Hame of Financial institution in which account is heid

18 Account numbser or other designation | 18 Mailing Addreas fNumbar, Street, Suita Number) of financial institution in which account is hald

21 State, if known |n Tp/Postal Code, Hingwn | 23 Country

45  Filer Tite, Hf not reporting & personal scoount 48 Date (MMWDONYYYY)

File this form with: U.S. Department of the Treasury, P.O. Box 32621, Detroit, Ml 48232-0621

This ferm should be used to report a financial interest in, signature authority, or other authority over one or mora financial accounts in foreign
countries, as required by the Department of the Treasury Regulations 31 CFR 1010.350 {formerly 31 GFR 103.24). No report is required if the aggregale
wmulmmmmmﬂumsmmuwmh Dafinitions.

PRIVACY ACT AND PAPERWORK REDUCTION ACT NOTICE

Pursuant 1o the requirements of Public Law 93-579 (Privacy Act of 1974), nolice is hereby given that the authority 1o collect information on
80-22.1 in accordance with 5 USC 552a (e) is Public Law 91-508; 31 USC 5314; 5 USC 301; 31 CFR 1010350 {formerdy 31 CFR 103.24).

Thapﬁncndpurpmhe llacting the infe is 1o assure of reports where such repons or recards have a high degree of
usefuiness in criminal, tax, or may be provided 1o thoss officers and employees of
wmmmumoln\aDepamwnnrmerymhmammmmnmpmmmumunum The records may ba refered
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 in the perft f their official duties. D of this inff L ivil and eriminal penalties, including in

a fina of not th mmwmmdmlmmﬁum mwﬂndbrhhmwmammm
information, and fos filing a falsa or fraudulent repart. Disclosure of the Social Security number is mandatery. The autharity to collect ia 31 CFR
1010.350 {fermaerdy 31 CFR 103.24) . The Social Security number will be used as a means to identify the indnidual who files the report.

The estimated average burden fabed with this af is 20 minutes per respondent or record keeper, depending on individual
[~ tha 7y of this burdan estimate, and suggestions for reducing the burden should be directed to the Intemal
Revenue Sarvica, Bank Secrecy Act Palicy, 5000 Efin Road C-3-242, Lanham MD 20706.

Cat. Ho. 120960 Form TD F 80-22.1 Rav. 3-2011)

Imﬂ Continued—Information on Financial Account(s) Owned Separately Form TD F 90-22.1
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form TD F 80-22.1 (Rav.3-2011)



COMPLIANCE

Non-Filing Penalty

Form TD F 90-22.1-Standard FBAR $10,000 non-williul
$100,000 <50% williul

Form 3520-Foreign Trusis and Giils 25-35% or >5%/mo.
Form 5471-Certain Foreign Corporations $10,000-$50,000
Form 926-Transier of Property to Foreign Corp. 10%<$100,000
Form 8865-Certain Foreign Parinerships 10%<$100,000

IRC §6651-Standard Income Tax Refurn 5%<25%

Generally, the simple penalty for willfully failing
to file a report can be as high as the greater of
$100,000 or 50% of the total balance of the
foreign account per violation. Non--willful
violations that the IRS determines were not due
to reasonable cause, in other words ignorance is
not reasonable and you have the burden of
proving that you did not intend to violate the law,
are subject to a $10,000 penalty per violation.
There are series of additional or other penalties
depending on the particular circumstances of the
taxpayer dealing with foreign trust accounts,
foreign gifts, foreign property transfers, foreign
corporations, foreign partnerships etc. There are
also the standard penalties for failing to file a tax
return. Understand that these are not penalties
based upon the amount of tax that is owed, these
are based solely on failures to file forms and
returns. It doesn't matter if you owe any tax, or if
the money is 100% clean, or you were simply
unaware of the legal duty to file the form
because you forgot about a law that was passed
over 40 years ago, probably when most of you
were either little kids or not born yet and didn't
live in the United States to begin with, and
basically had never been enforced until a couple
of years ago.



2011-207%

What are Foreign Account Holders Doing?
Limited options:

1. Do Nothing-viability depends on
eniorcement ol FACTA

2. File FBAR Forms-Leniency? Criminal
fines and penaliies?

3. Prepackaged Deal-high-cosl,
conclusive certainty

4. Renounce US Ciizenship-Exit taxes, IRS
largets, "'there’s no place like
home/there's no going back"
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