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Tax Controversy

Dear Clients and Friends:

The rules for reporting financial accounts have changed as of October 2008.
The substantial revisions made to Treasury Form 90-22.1 Report of Foreign Bank
and Financial Accounts (FBAR), expand the class of required filers, and demand
more detailed information about foreign accounts and relationships between account
holders. Any U.S. citizen or resident who has an interest in a financial account in
another country is required to file, provided the balance was more than $10,000 at
any point during the calendar year. The IRS has been increasingly vigilant in its
enforcement against noncompliant foreign account holders, making it increasingly
important for U.S. citizens and residents to report qualifying foreign financial activity
or be subject to large fines and possible jail time.
Individuals who have considered reporting foreign accounts but are reluctant to
come forward because of uncertainty about potential civil liabilities should file a
voluntary disclosure. Taxpayers who voluntarily come forward are offered the benefit of
a uniform penalty structure by the IRS. This is a great incentive that allows the
taxpayer the opportunity to calculate, to a reasonable degree of certainty, the total cost
of resolving the tax issue. Those who are non-compliant run the risk of detection by the
IRS and may be subject to penalties that can exceed the unreported amount and
criminal prosecution. Once the IRS has initiated an audit, a voluntary disclosure and its
benefits can no longer be sought. When a taxpayer truthfully, timely, and completely
complies with all provisions of the voluntary disclosure practice, the IRS will not
recommend criminal prosecution to the Department of Justice.

What constitutes foreign financial activity?

Foreign financial activity may consist of:

. Debit or prepaid credit cards
Estate Planning

. Foreign trusts
. Bank accounts such as savings, checking, and time deposits
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. Securities accounts such as mutual funds, brokerage accounts, and
securities derivatives accounts
. Accounts where the assets are held in a commingled fund and the
account owner holds an equity interest in the fund

FBARs are due by June 30, 2009, and I have not filed one yet. What should I
do?

Many taxpayers will fail to file FBARs on time. Nonetheless, as part of a
voluntary disclosure delinquent taxpayers should file a late FBAR along with
amended tax returns, and a statement explaining why the forms are being filed after
the due date. A carefully drafted statement may avert the IRS from pursuing
penalties against a delinquent filer.

If you are unfamiliar with the revised reporting rules, have an unreported foreign
account, or take part in unreported foreign financial activity, it is essential that you
evaluate whether your foreign account is subject to FBAR compliance. The BenCohen Law Firm can assist you with this review, and if filing is necessary, we can
assist you with the FBAR filing, related amended returns, and voluntary disclosures
to ensure IRS compliance and the protection of your assets.
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