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“If you are a U.S. citizen or resident alien, the rules for filing income, estate, and gift tax returns and paying estimated tax are
generally the same whether you are in the United States or abroad. Your worldwide income is subject to U.S. income tax, regardless

of where you reside. ” — US IRS

Kawashima v. Holder

— Background: an alien (a non-U.S. citizen) may be removed from the — On February 21, 2012, the Supreme Court decided that an alien
United States if he or she is convicted of an “aggravated felony” (this even becomes deportable when he or she is convicted of a tax violation, and
applies to Green Card holding permanent residents, who can be removed that violation involved intentional fraud or deceit, and a loss to the
from the United States). The term “aggravated felony” has a specific government exceeding $10,000. Because Mr. and Mrs. Kawashima'’s
definition under immigration laws of the United States. That term includes actions were intentional and fraudulent, and resulted in the
crimes such as trafficking in firearms, murder, rape, certain crimes of government’s loss in excess of $10,000, the husband and wife were
violence, and theft offenses. And, after Kawashima v. Holder, the term found to be deportable from the United States.
“aggravated felony” also includes certain tax violations, perhaps even — This decision will probably have very important consequences for
misdemeanors. non-U.S. citizens such as EB5 green card holders. Specifically, if a
— In Kawashima v. Holder, Mr. and Mrs. Kawashima (who were both person is found guilty of (or pleads to) a tax violation which entails fraud
permanent residents of the United States) have pleaded guilty to violations or deceit and a $10,000 + loss to the government, he or she may be
under 26 USC §7206(1) and §7206(2), respectively. Mr. Kawashima deported from the United States.

pleaded guilty to one count of willfully making and subscribing a false tax
return, and Mrs. Kawashima pleaded guilty to aiding and assisting in the
preparation of a false tax return.
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In addition to deportation, depending on a taxpayer’s particular facts and circumstances, the following CIVIL and CRIMINAL

penalties could apply:

CIVIL

A penalty for failing to file the Form TD F 90-22.1 (Report of Foreign Bank and
Financial Accounts, commonly known as an “FBAR").: up to over $100,000;

A penalty for failing to file Form 8938 reporting the taxpayer’s interest in certain
foreign financial assets: up to a maximum of $50,000 per return;

A penalty for failing to file Form 3520, Annual Return to Report Transactions With
Foreign Trusts and Receipt of Certain Foreign Gifts: up to over $10,000;

A penalty for failing to file Form 3520-A, Information Return of Foreign Trust With a
U.S. Owner; up to over $10,000;

A penalty for failing to file Form 5471, Information Return of U.S. Persons with
Respect to Certain Foreign Corporations: up to a maximum of $50,000 per return;
A penalty for failing to file Form 5472, Information Return of a 25% Foreign-Owned
U.S. Corporation or a Foreign Corporation Engaged in a U.S. Trade or Business:
$10,000, with an additional $10,000 added for each month the failure continues;

A penalty for failing to file Form 926, Return by a U.S. Transferor of Property to a
Foreign Corporation: up to a maximum of $100,000 per return;

A penalty for failing to file Form 8865, Return of U.S. Persons With Respect to Certain
Foreign Partnerships: up to a maximum of $50,000 per return.

CRIMINAL

— Fraud penalties imposed under IRC §§ 6651(f) or 6663: amount to 75 percent of
the unpaid tax;

— A penalty for failing to file a tax return imposed under IRC § 6651(a)(1): up to 25
percent;

— A penalty for failing to pay the amount of tax shown on the return under IRC §
6651(a)(2): up to 25 percent;

— An accuracy-related penalty on underpayments imposed under IRC § 6662: a 20
percent or 40 percent penalty;

— Tax evasion (26 U.S.C. § 7201): a prison term of up to five years and a fine of up
to $250,000;

— Filing a false return (26 U.S.C. § 7206(1)): a prison term of up to three years and
a fine of up to $250,000;

— Failure to file an income tax return (26 U.S.C. § 7203): a prison term of up to one
year and a fine of up to $100,000;

—  Willfully failing to file an FBAR and willfully filing a false FBAR (31 U.S.C. § 5322):
a prison term of up to ten years and criminal penalties of up to $500,000.
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“Any one may so arrange his affairs that his taxes shall be as low as possible; he is not bound to choose that pattern which will best

pay the Treasury; there is not even a patriotic duty to increase one’s taxes.” — Judge Learned Hand

Working with trusted, best-in-class third-party providers, we Insurance Solution g
provide practical, flexible, efficient, up-to-date solutions to US
International taxpayers to help them: 3

Tax [ Exposure Rate Insurance Rate g

— To be in compliance with US tax laws and regulations; EstatelTax 45% 0% B
_ . . . . . Capital Gains Tax 20% 0% I
To 3|mpllfy the compllcateql reqwrements_ of US tgx reportlng, o TR Not Applicable

— To maximize asset protection by developing and implementing PFIC® Variable Not Applicable 2
legitimate tax deferral or tax free vehicles Gift Tax 45% 0%

- T in sianifican vin X r vari f Corporate Tax 35% Potentially 0% -
0 obtain significant cost saving due to exposure to a variety of US e — orinble oo k
taxes and cost Reporting All Assets/Complex Single Asset/Simplified ¥

Civil Actions/Bankruptcy Per Court Decision Not Applicable
Our goal is to "maximize client’s new USA Person Status and let 5
them enjoy the benefits of a Green Card while limiting the negative
consequences of being USA persons.” £
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