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What is this program about?

The modified Streamlined Filing Compliance Procedures

which came into effect on July 1, 2014 is targeted towards

* Taxpayers who have failed to report foreign financial
assets and pay taxes in respect of those assets; and

* This failure was due to "non-willful" conduct on their
part.

The most attractive benefit of this program is "No
Penalties'" for taxpayers residing outside the U.S. and
qualifying for the Streamlined Foreign Offshore
Procedures.

Taxpayers living in the U.S. may be eligible for the
Streamlined Domestic Offshore procedures. However
there is a 5% penalty on unreported foreign financial assets

Streamlined Foreign Offshore Procedures

In order to be eligible, Individual U.S. taxpayers, or estates

of individual U.S. taxpayers, must:

* meet the applicable non-residency requirement;

* have failed to report the income from a foreign
financial asset and pay tax as required by U.S. law, and
may have failed to file an FBAR (FinCEN Form 114,
previously Form TD F 90-22.1) with respect to a
foreign financial account; and

* certify that such failures resulted from non-willful
conduct.

Streamlined Domestic Offshore Procedures

In order to be eligible Individual U.S. taxpayers, or estates

of individual U.S. taxpayers, must:

* fail to meet the applicable non-residency requirement;

* have previously filed a U.S. tax return (if required) for
each of the most recent 3 years for which the U.S. tax
return due date (or propetly applied for extended due
date) has passed,;

* have failed to report the income from a foreign
financial asset and pay tax as required by U.S. law, and
may have failed to file an FBARs and/or international
information returns; and

* certify that such failures resulted from non-willful
conduct.

What is "Non-willful" conduct?

One of the key features of the Streamlined Filing

procedures is that the taxpayer is required to certify, under

penalties of petjury, that his/her conduct in failing to

report foreign financial assets was "non-willful".

In this program "Non-willful" conduct is defined as

conduct that is due to

* negligence;

* inadvertence;

* mistake; or

* conduct that is the result of good faith
misunderstanding of the law

Taxpayers have to provide reasons and facts to
substantiate their claim of "non-willful" conduct in their
certification

Non-residency requirement

Individual U.S. citizens or lawful permanent residents

(green card holders), or estates of U.S. citizens or lawful

permanent residents, meet the applicable non-residency

requirement if,

* in any one or more of the most recent three years for
which the U.S. tax return due date (or propetly applied
for extended due date) has passed,

— the individual did not have a U.S. abode; and
— the individual was physically outside the United
States for at least 330 full days.

What needs to be filed?

The taxpayer needs to file
* Delinquent or Amended Tax returns for the most
recent 3 year period for which the due date (or
propetly applied for extended due date) has passed
° FBARs for the most recent 6 year period for which
the FBAR due date has passed
¢ Certification, signed under penalties of perjury -
— that Taxpayer is eligible for the Streamlined
Foreign Offshore Procedures;
— that all required FBARs have now been filed; and
— that the failure to file tax returns, report all income,

pay all tax, and submit all required information
returns, including FBARs, resulted from non-
willful conduct.




What are the economic consequences?

The taxpayer is liable to pay the applicable tax and interest
owed on the returns filed for the most recent 3 years.

Under the Streamlined Foreign Offshore Procedures,
taxpayers will not be subject to

* failure-to-file and failure-to-pay penalties,

* accuracy-related penalties,

* information return penalties, or

* FBAR penalties.

Under the Streamlined Domestic Offshore Procedures,
taxpayers will not be subject to

* accuracy-related penalties,

* information return penalties, or

* FBAR penalties.

However taxpayers filing under the Streamlined Domestic

Offshore Procedures will be subject to the Title 26

miscellaneous offshore penalty which is equal to

* 5% of the highest aggregate balance/value of the
taxpayer’s foreign financial assets that are subject to the
miscellaneous offshore penalty during the years in the
covered tax return period and the covered FBAR
period.

What happens next?

This is a filing program and unlike the Offshore Voluntary
Disclosure Program (OVDP), there is no closing
agreement signed with the IRS. Returns filed under these
procedures will be processed like any other returns
submitted to the IRS.

Returns submitted under these procedures will not be
selected automatically for audit. They may be selected for
random audit under the existing audit selection process.
They may however be subject to verification procedures
as regards accuracy and completeness based on the
information that the IRS may have received from banks
and other financial institutions.

Once a taxpayer has filed returns under the streamlined
procedures, he or she is expected to comply with U.S. tax
filing requirements in the subsequent years.

Contact us for a consultation

Our US tax services group has helped several taxpayers
living in India evaluate and get back on track with their US
Tax compliances through the Streamlined Filing
Compliance Procedures program.

To know more about how we can assist you, please
contact.

Lloyd Pinto

Director — US Tax

T +91 22 66262600

M +91 9820715742

E lloyd.pinto@in.gt.com
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