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IRS reopens offshore OVDI program for 
indefinite time period 

In Brief 
The Internal Revenue Service (IRS) 
recently announced that it is reopening 
the Offshore Voluntary Disclosure 
Initiative (OVDI) for non-filers of U.S. 
income tax returns and Foreign Bank 
Account Reports (FBARs).   The 
previous OVDI program ended on 
December 9, 2011.  See previous Global 
Watch.  The new OVDI has the same 
structure as the 2011 initiative with 
certain key differences.  There is no set 
deadline to this program, but the IRS 
has stated that they may change the 
terms of the program going forward at 
any time.   

To whom does it apply? 
The new OVDI may be particularly 
helpful for companies with globally 
mobile employees who are just 
becoming aware of their U.S. filing 
obligations and who did not participate 
in the 2009 and 2011 OVDI programs.  
For example, a company may transfer a 
dual citizen employee (a foreign 
national who is also a U.S. citizen) to 
work in the U.S. who has not been 

properly filing U.S. tax returns and who 
may be unaware of their obligations.  
Another example may be where such 
foreign national is not a U.S. citizen but 
previously obtained a U.S. green card 
and erroneously thought that the 
expiration of this card removed their 
U.S. filing obligations. 

What relief may be 
provided? 
The new OVDI retains the opportunity 
for many dual citizens, green card holds 
or long term expatriates who have lived 
outside the U.S. for a long period of 
time to qualify for lower penalties or 
even no penalty.  Certain conditions 
must be met.  In addition, the new 
OVDI program retains the opt out 
option that was available in prior 
programs.  The advantage of filing an 
OVDI submission and then opting out 
is that a full voluntary disclosure has 
been made to the IRS as opposed to a 
"quiet" or "soft" disclosure which does 
not relieve the taxpayer from potential 
criminal prosecution. 
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Is the risk of IRS 
scrutiny increasing? 
The new OVDI is announced at a time 

when better use of Exchange of 

Information Articles in our Tax Treaties 

and other Tax Information Exchange 

Agreements (TIEAs), plus information 

gathered from the prior two OVDIs, 

make it increasingly risky to continue 

noncompliance with U.S. tax return and 

FBAR filing requirements.  An 

unprecedented amount of information 

on U.S. taxpayers' foreign assets will 

soon become available as the Foreign 

Account Tax Compliance Act (FATCA) 

and Foreign Financial Asset Reporting 

(Form 8938 and new IRC § 6038D) 

become effective for 2011 individual tax 

returns.   (See previous Global Watch). 

 

 

 

The Bottom Line 
Although this new program may 
provide relief to some, each taxpayer 
should consider their specific situation 
and the options available, before 
making a decision about how best to 
become compliant regarding their 
previously unreported offshore 
accounts and income.  For example, 
taxpayers may not wish to consider this 
program if they reported and paid tax 
on all their taxable income but simply 
did not file FBARs.  In addition, 
alternatives set forth in other recently 
announced IRS guidance, FS-2011-13, 
may also be considered if a delinquent 
return filer owes no tax.   

The following PwC IRS Hot Topics 
provides further detail regarding the 
new OVDI.  Click here to view this 
publication.   

Click here to also subscribe to IRS Hot 
Topics.  

 

 

 

For more information, please do not hesitate to contact your local 
IAS representative or the contacts noted in the IRS Hot Topics.  

 

This document is for general information purposes only, and should not be used as a substitute for consultation with professional advisors. 

 
SOLICITATION 
 

© 2012 PricewaterhouseCoopers LLP. All rights reserved. In this document, "PwC" refers to PricewaterhouseCoopers LLP, a Delaware 
limited liability partnership, which is a member firm of PricewaterhouseCoopers International Limited, each member firm of which is a 
separate legal entity.  

 
 
 

 
 

http://www.pwc.com/gx/en/hr-management-services/global-watch-newsletter-archive.jhtml/?IsIssue=ISSUE&PubId=350&IssueID=7913
http://www.pwc.com/us/en/washington-national-tax/newsletters/irs-service-team-hot-topics-archives.jhtml/?IsIssue=ISSUE&PubId=332&IssueID=7980
http://clientlinks.pwc.com/ExternalLogin.aspx

