




See bottom of document for quick procedures to enter the Voluntary Disclosure Program by Oct. 15th** 

A taxpayer who has failed to file tax information returns, such as a Form 3520 for foreign trusts but who has reported and paid tax 
on all their taxable income with respect to all transactions related to the foreign trusts, should file delinquent information returns 
with the appropriate service center according to the instructions for the form and attach a statement explaining why the information
returns are filed late. 

Federal Forms 3520 and 3520A must be filed starting in the year the trust was issued . Include a copy of your Purchase Agreement, Trust  and 
Schedule E , if applicable. Waiver applies to a maximum six-year period from 2003-2008. 

Form 3520 is required to be filed (perhaps annually, but not clear) by US owners of a foreign trust to report transactions. 

Form 3520A is required to be filed annually by foreign trusts with US owners. 

Taxpayers who have a Fideicomiso (Trust) need to come in through the VDP program to qualify for the reduced 
penalties.  Especially if there has been no tax non-compliance, the 20 percent offshore penalty would not apply to those 
assets.  They only need to identify themselves to the IRS and they can get the correct forms filed shortly thereafter.  They need to 
identify themselves by October 15, 2009. 

If the taxpayer owns non income producing property in the taxpayer’s own name, there has been no U.S. taxable event and no 
reporting obligation to disclose.  The taxpayer will be required to report any current income from the property or gain from its sale 
or other disposition at such time in the future as the income is realized.  Because there has as yet been no tax noncompliance, the 
20 percent offshore penalty would not apply to those assets.  If the foreign assets were held in the name of an entity such as a
trust or corporation, there would have been an information return filing obligation that may need to be disclosed.  

A taxpayer could file just file the delinquent returns, but coming through the program will allow the reduction of the penalty.

** VDP Program 

Step 1        Contact your local IRS-Criminal Investigation Office
 http://www.irs.gov/compliance/enforcement/article/0,,id=205909,00.html By October 15th.         

Provide CI with your name, address, social security number and date birth.  (CI will run preliminary checks to ensure that the 
taxpayer qualifies for program) 

When the taxpayer clears the initial checks, CI will contact the taxpayer and asked for the "optional letter". 

Step 2       Complete and sign the optional letter with original signature http://www.irs.gov/pub/foia/ig/ci/ltr-voluntary-disclosure-
option-format-20090729.doc Send completed letter to local IRS-CI Office.  Once the CI completes the evaluation, it will be 
forwarded for processing.  An examining  agent will contact the taxpayer to complete the process. Link to Frequently 
Asked Questions on Voluntary Disclosure  http://www.irs.gov/newsroom/article/0,,id=210027,00.html




