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INTERNAL REVENUE SERVICE ANNOUNCES NEW OFFSHORE
VOLUNTARY DISCLOSURE INITIATIVE

On February 8, 2011 the IRS announced a new Offshore Voluntary Disclosure Initiative for taxpayers
with foreign financial accounts who have failed to file Form TD 90-22.1 Report of Foreign Bank and
Financial Accounts, commonly referred to as the “FBAR.” The new initiative, which is available until
August 31, 2011, provides for a maximum 25% penalty on a taxpayer’s highest aggregate foreign
account balances for the years 2003-2010. In addition, a new 12.5% maximum penalty is available for
taxpayers whose offshore account balances or assets did not exceed $75,000. While this is not as
favorable as the Offshore Voluntary Disclosure Program that ended on October 15, 2009, taxpayers
were subject to a maximum 20% penalty on their highest aggregate foreign account balances during
the years 2003-2009, it is significantly more favorable than the penalties that can be imposed under
existing law.

The new offshore disclosure initiative is only available to taxpayers whose offshore activities are not
currently under investigation by the IRS. Taxpayers with undisclosed offshore financial accounts or
assets who do not voluntary disclose their holdings are subject to penalties for failure to file the FBAR
of up to 50% of the amount of their offshore accounts or assets for each year that an FBAR is not filed,
as well as criminal prosecution.

Pryor Cashman attorneys Michael Dunworth, Robert Ray and Eric Woldenberg have extensive
experience representing clients with offshore financial accounts under the original offshore voluntary
disclosure program. Clients can contact Michael, Bob or Eric, or any Pryor Cashman tax attorney, if
they have questions regarding their foreign account disclosure obligations.
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The foregoing is merely a discussion of the new offshore voluntary disclosure initiative announced by the IRS. If you would
like to learn more about this topic or how Pryor Cashman LLP can serve your legal needs, please contact Michael
Dunworth at (212) 326-0833, Robert Ray at (212) 326-0865 or Eric Woldenberg at (212) 326-0865.
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infrastructure investments, mergers and acquisitions, equipment and facility leasing, real estate and partnership
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Mr. Dunworth’s recent experience includes representing:

e An Australian investment fund in the acquisition of a $1.6 billion of electric generating stations

e The fund sponsor on the restructuring of a $60 million international real estate fund

e A real estate developer in obtaining a private ruling from the IRS on the treatment of payments in lieu of
taxes (PILOT)

e A Singapore investment fund on structuring the acquisition of a partnership interest in a $350 million
electric transmission line project
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e Investors in affordable housing projects

Mr. Dunworth, who served in the United States Marine Corps Reserves, practiced as a certified public
accountant during the early 1980’s.
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