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IRS’s Offshore Voluntary Disclosure Program Ending:

Impact on U.S. Taxpayers
March 14, 2018

On March 13, 2018, the Internal Revenue Service (IRS) announced that it will end the Offshore Voluntary
Disclosure Program (OVDP) on September 28, 2018. The program, initially introduced in 2009, is designed to allow
taxpayers with unreported offshore assets to voluntarily resolve past tax and reporting non-compliance in exchange
for a promise of no criminal prosecution, and a cap on civil penalty exposure. While OVDP had been extended in
2011, 2012, and most recently in 2014, the IRS had always intended it to be a temporary program and reserved the
right to modify it or cancel it at any time. The IRS’s announcement of the termination of the program provides taxpayers
with outstanding offshore asset delinquencies the last opportunity to take advantage of the OVDP under its current
terms.

Taxpayers who wish to resolve their delinquencies under the terms of OVDP must submit completed OVDP
intake forms by the September 28th deadline. Given potential delays in the IRS processing of preclearance requests
(the step typically undertaken prior to the submission of the OVDP intake forms), as well as the time needed to obtain
records relating to offshore assets and prepare the intake forms, taxpayers with unreported offshore assets should
seek counsel immediately to explore compliance options.

The IRS was explicit that taxpayers should not view the elimination of OVDP as a signal of the IRS’s decreased
enforcement activity in the offshore area. Rather, eradicating offshore non-compliance and evasion will remain the
IRS’s top priority. The IRS noted that the implementation of the Foreign Account Tax Compliance Act (FATCA) in
conjunction with data gathered from other reporting and enforcement initiatives has created a data rich environment
for it to continue identifying non-compliance. Moreover, various non-U.S. banks under investigation themselves
continue to provide the Department of Justice and the IRS with data concerning accounts belonging to Americans,
and this information is leading to the opening of civil audits and criminal investigations.

Although the IRS is ending OVDP, it will continue to offer other approved disclosure options for taxpayers
with offshore non-compliance, including:

Streamlined Filing Compliance Procedures;

Delinquent FBAR submission procedures;

Delinquent international information return submission procedures; and
The Traditional IRS Voluntary Disclosure Practice.

The IRS’s traditional voluntary disclosure practice will continue after the cessation of OVDP and will provide
similar criminal protections. However, taxpayers will be subject to a draconian statutory penalty regime without a
general penalty cap. The IRS also reiterated that it will review so-called “quiet disclosures,” which involve filing
amended returns reporting previously undisclosed offshore income, and impose statutory criminal and/or civil
penalties.
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For taxpayers who find the OVDP or traditional voluntary disclosure practice penalty regimes to be
unpalatable, and who were non-willful in their non-compliance, one of the other approved programs may be a better
fit. Navigating the various compliance options and the requirements inherent in each program can be complex; thus,
taxpayers are encouraged to seek legal advice as to which program will best fit their circumstances.

Attorneys in Caplin & Drysdale’s Tax Controversies Group have handled thousands of voluntary disclosures,
tax investigations, and examinations (both civil and criminal). Further, we have decades of expertise in unwinding
complex structures and advising U.S. persons of their proper tax and reporting obligations. For more information,
please contact any of the attorneys below:

Zhanna A. Ziering Benjamin Z. Eisenstat Scott D. Michel
(212) 379-6075 (202) 862-7859 (202) 862-5030
zziering@capdale.com beisenstat@capdale.com smichel@capdale.com
Dianne C. Mehany Mark E. Matthews Niles A. Elber Mark D. Allison
(202) 862-5068 (202) 862-5082 (202) 862-7827 (212) 379-6060
dmehany@capdale.com mmatthews@capdale.com nelber@capdale.com mallison@capdale.com
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About Caplin & Drysdale

Having celebrated our 50th Anniversary in 2014, Caplin & Drysdale continues to be a leading provider of tax, tax controversy, and litigation legal services to
corporations, individuals, and nonprofits throughout the United States and around the world. We are also privileged to serve as legal advisors to accounting
firms, financial institutions, law firms, and other professional services organizations.

The firm's reputation over the years has earned us the trust and respect of clients, industry peers, and government agencies. Moreover, clients rely on our
broad knowledge of the law and our keen insights into their business concerns and personal interests. Our lawyers' strong tactical and problem-solving skills -
combined with substantial experience handling a variety of complex, high stakes, matters in a boutique environment - make us one the nation's most
distinctive law firms.

With offices in New York City and Washington, D.C., Caplin & Drysdale's core practice areas include:

-Bankruptcy -International Tax
-Business, Investment & Transactional Tax -Political Law
-Complex Litigation -Private Client
-Corporate Law -Tax Controversies
-Employee Benefits -Tax Litigation
-Exempt Organizations -White Collar Defense

For more information, please visit us at www.caplindrysdale.com.
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Washington, DC 20005 New York, NY 10022
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Disclaimer
This communication neither provides legal advice, nor creates an attorney-client relationship with you or any other reader. If you require legal guidance in any

specific situation, you should engage a qualified lawyer for that purpose. Prior results do not guarantee a similar outcome.

Attorney Advertising
It is possible that under the laws, rules, or regulations of certain jurisdictions, this may be construed as an advertisement or solicitation.
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