


Exhibit A.                                  Offshore Voluntary Disclosure
                   October 12, 2009 
Internal Revenue Service

Criminal Investigation

ATTN: Eric Mooshegian  
Voluntary Disclosure Coordinator

Seattle Field Office
800 5thAvenue
Seattle, WA, 98104
Re: Mr and Must Just Me
(contact details removed)

Dear Eric,
This letter constitutes our request for acceptance into the Voluntary Disclosure Program for offshore financial accounts.  To assist you in evaluating our request, we are addressing all of the items asked for that are in the standardized disclosure form which is provided in an IRS example.
First, we want to provide some general back ground comments with declarations and editorial observations to help clarify our situation.

We are a mixed nationality couple, US and Australian, married for 30 years. In the past 20 years we have spent extensive periods of time outside of the US.  We have been unaware of the requirements that we are now responding to.  We currently spend the majority of our time in New Zealand.

September 22, 2009 is a day we will always remember for the rest of our lives.  It was during a return visit to the States, on that date that we became aware of a potential disclosure problem from a news report we just happened to hear on the radio in the car.  
In the next few days we learned of some onerous requirements for the first time. We were running headlong into a statutory/regulatory minefield we never knew existed.  
It was a painful discovery process in which we were introduced to the IRS web site, and had to consult with an Attorney and a CPA.  That regulatory education led us to conclude that we had to do this disclosure today, as represented by this letter we are now writing. 
We won’t bore you with the long and very personal and painful story of stress, anxiety and unnecessary hassle that we have been put through, but when made aware of a requirement, we will do our best to comply as difficult and objectionable as it may be.

Let us state at the outset, we are NOT the Swiss UBS banking type clients which the IRS is looking for.  We are not overtly trying to avoid paying US taxes or hide funds overseas.

We consider ourselves non exceptional, ordinary taxpayers with no exotic financial instruments hidden away in offshore tax shelter accounts protected by secrecy laws.  
We do have routine banking and savings accounts in New Zealand and Australia, and have had for many years, but never understood the need to report them.  It seems extraordinary to us, that we have to report these at all, let alone from countries that do not have bank secrecy laws.  

We are still struggling with the concept that we have to report financial activity for engaging in simple routine life sustaining transactions where we live overseas.

In our 2003-2008 FBARs, as required in the Voluntary Disclosure process, (copies attached) we have attempted (as difficult as it was) to list each and every financial institution and each and every associated account number that has been used in the past 6 years.  There are either solely owned by Sue (all were opened by Sue, an Australian) or joint ownership by Marvin and Sue.  Marvin has no sole ownerships.  
We have no other formal structures, corporations, trusts, foundations or entities affiliated with any of the accounts.  The nature of all accounts is simply one of either joint or sole owner, with no power of attorneys, parent, entity or corporate account holders. 

We do not have or participate in any exotic investment instruments like credit default swaps, offshore hedge funds, offshore feeder funds, offshore master funds, offshore money laundering funds, PFICs, or special purpose investment vehicles (SIVs)!

NONE of our accounts are in banks having secrecy laws.  We are not attempting to hide anything! 

I repeat, we are NOT the “Overtly Secret Offshore Account Holding High Roller Tax Evaders” you are looking for!!   

We are just ordinary folks (Minnows) getting sweep up by the fine weave of a net being cast for your UBS clients (Whales).  We are trying to do the right thing, and avoid being ground up as fertilizer in a giant processing plant.

In other words, our financial arrangements are plain vanilla for ordinary people living fairly ordinary lives overseas with standard savings / checking accounts and cash term deposits.  
Please note:  The aggregate amounts reported on the copies of the attached FBARs are a gross inflation of actual net funds owned.  There is much duplication of funds reported in multiple accounts during routine transactions.  As a CD account matures it rolls into a savings account or checking account, and then is reinvested into another CD or term deposit account.  Multiple transactions are recorded that inflate the aggregate totals of all accounts to some multiple higher than the actual net amount of funds owned. 

Additionally, we would like to point out that this current requirement of producing six years of financial records has been extremely difficult for the average folks like us.  We were additionally handicapped, as we are currently visiting here in the States for a short period of time, and all our records are back in New Zealand.

If one of us wasn’t retired, and had time that could be diverted from normal life (or should we say subtracted from the hours left to live) to do nothing else for 3 weeks collecting, tabulating, reviewing, and consulting with attorneys and CPAs, all at significant expense, we would have never made it. Thank god for email and a lot of helpful non secret banking officials overseas.  
The FBARs were sent off to Detroit on Saturday, October 10th.  They still may not be perfect, but they are darn close. They are a good faith effort given that all our records are in New Zealand.  Upon return to New Zealand, if we have to amend any one of them we will.  We certainly hope not as we have tried our best to get them right the first time.
We also recognize that we will have to amend some income tax returns, and will have some relatively minor taxes due.  We have started that process. 

In the scheme of things, the taxes due are not in the category or range of expected collections from the UBS Whales.  We will probably pay more in CPA tax amendment costs, penalties and interest as in the original taxes due.  We doubt it will cover the administrative costs of accepting the filings and any audits the IRS cares to do.  

To give you an example of scale, we have just completed an amendment of our 2008 joint return, (copy attached) and the amount we will owe the IRS is about $904. We mailed the check today. The cost of the CPA to prepare the amendment was $946, or $42 more than the taxes!!   
We will be working on 2007 and 2006 amendments as soon as is humanly possible, but from the example cited, no way is our liability even close to the amounts that the IRS is going after with the Voluntary Disclosure Process that was really designed for the Whales.  We will most likely be finishing those amendments from New Zealand.
As a Minnow, it seems to me that the huge 20% penalty on aggregate amounts as the retribution the IRS wants to levy us for not filing FBARs is heavy handed for our classification of taxpayer.  It is totally non commensurate with the failures of compliance now being corrected.  The punishment is way too severe for the alleged crime of omission.  Maybe the rules should apply to the overt UBS evaders, but certainly not to someone in our category. 

We think “our category” includes a large pool of ordinary folks, regular expatriates and immigrants/resident aliens, who have probably routine overseas accounts, or in the case of Canadians that have RRSPs, which exceed the relatively small $10K threshold for FBAR filing requirement.      
According to a State Department report there are 6.6 million expatriates living overseas, and we are relatively confident that most of them have standard overseas banking accounts.  We know from antidotal evidence, that many do not understand these requirements to the extent that we now do, and will not meet your October 15 deadline.

According to an October 1, 2009 letter by Senator Levins to IRS Commissioner Shulman, there were 345,000 FBAR filers in 2008.  That is not much, when you think about it.  You should have at a minimum 6.6 million if there was any high degree of awareness or compliance amongst the expat community.
We think the potential pool of non complying US persons is even higher if you make some reasonable estimates amongst the immigrants, resident aliens or H1-B visa holders.  We have done our own math and think it is north of 15 million!! 
We would bet that with this filing, we are a very small minority of those who now understand the requirements, and are submitting their FBARs or doing Voluntary Disclosures.

We have to wonder if we are an exceptional minority.  We figure you are working with a compliance rate of less than 3 percent!!
Are all the other millions (97%) who will not be submitting before the deadline, non complying tax cheats/evaders and now subject to even more coercive power from the IRS?   
Really?

What would have happened to us if, by chance, we had not heard that radio story?  
Would we just have continued living our ordinary lives blissfully ignorant of an impending financial and criminal tsunami as the IRS enforcement regimes gather steam and link up more and more data bases in a desperate effort to offset gargantuan US deficits?

What abnormal and unreasonable price will we pay by being a statistical anomaly and doing what is right today?  
We tremble in fear. 
Will our hard earned savings be wiped out by penalties levied as retribution to teach us a lesson?

That said, we now understand that the taxes and the FBAR reports are due.  We will pay and report them, and will do so going forward.  Very expensive lesson learned!  
In conclusion, we trust you will not take our comments in a negative or objectionable light.  We really don’t want to whine, or rant about government overreach which we think this effort represents for ordinary people.  We hate to say, NOT FAIR, but we certainly feel that emotion. 

Of course, you can always respond, that it isn’t about fairness, it is about the law.  Isn’t the standard legal technocratic response, “Ignorance of the law is no excuse.”?
Point taken.

However, in this whole process it does seem like the IRS is using a hammer to kill fleas when it comes to regular folks.  Isn’t there a better way, or better strategy? 
Generally speaking, our desire is to be compliant even with regulations we don’t understand or find objectionable. So with or without the hammer, now that we are fully aware of the laws, we will do what is right.  

….and, it might surprise you, but we can understand and support your efforts with the UBS clients.  
We trust you can empathize with our situation, but if empathy has no role to play, we recognize that in the end, you have the power.  We are totally at your mercy.  Be fair, be kind, and please consider the unintended consequences of your efforts to haul in the UBS tax evading clients.  It has a serious and negative impact on ordinary folks.
Ok, with my editorial comments and pleas completed, here are our details with assorted explanations:   

(Note: what follows is some of the preface language we included before we listed our accounts in New Zealand. Naturally, the account information has been removed, but I did leave a standard format so the reader can see how it was constructed.)
· As requested, below is an explanation for the source of our funds in offshore accounts which we are now disclosing:
We currently have funds in New Zealand for the purpose of maintaining a home and living expenses while in New Zealand.  We also have minor funds in Australia for paying for Sue’s family gifts and holiday expenses there.  Sue also owns XXX Shares of Telstra that are maintained in the same bank as her funds. 
The funds have come from the following sources:

1. Transfers of earned income after tax USD from the US to New Zealand or Australia either by wire for home purchase, early severance retirement check, cash, or by travelers’ checks during multiple visits over the years.
2. Australian funds generated from the sales of our 20 year old sailboat at the end of a cruising life style which covered Mexico, the Pacific Islands, Australia and New Zealand during the period of  September 1989 to1999.  After being under Australian Custom control for a few years, our sailboat was officially imported into Australia after payment of required duties.  It was sold in 2004 in Brisbane.  Funds from the sale (no capital gain) were deposited in Sue’s Australian bank account and later transferred to a New Zealand Bank account to maintain living retirement expenses and planned house renovations there.
3. Small amounts of bi-annual “franked” dividends generated from Sue’s ownership of Telstra Shares in Australia.
4. Interest generated from Australian bank savings held in Sue’s name.
5. Interest generated from Bank, Finance Companies and Mortgage Companies owned singly and/or jointly in New Zealand. (Some now out of business and has made record gathering from here in the States difficult.)
6. Small amounts of funds from occasional home vacation rentals used to defer house holding expenses (taxes, maintenance, utilities, caretaker etc) of our NZ house while we were back in the States working or vacationing in Australia.

· We do not have any entities that are currently under audit or criminal investigation by the Internal Revenue Service or any other law enforcement authority.
· IRS has not notified us that it intends to commence an examination or investigation.
· We are not under any criminal investigation by any law enforcement authority.
· The IRS has not obtained any information concerning our tax liabilities prior to this application.   
· As requested, we have checked the boxes to estimate the annual range of the highest aggregate value of our offshore accounts.  We worked hard to obtain accurate records for completion of the FBARs, and might have to amend one or two upon return to New Zealand if the electronic records that were sent to us during the time we are here in the States were incomplete.
Important Note: The aggregate amount that we have reported on FBARs is significantly higher than the actual net amount of money we have offshore.  This is because of debit / credit transfer of funds between accounts in the same period which makes the two accounts appear multiple times higher in aggregate terms for that year. (we were over the $100,000 mark due to the sale of our boat.)
	Highest Aggregate
	
	
	
	
	
	

	Account/Asset Value
	2003
	2004
	2005
	2006
	2007
	2008

	$0 to $100,000
	
	
	
	
	
	

	$100,000 to $1,000,000
	X
	X
	x
	x
	x
	x

	$1,000,000 to $2,500,000
	
	
	
	
	
	

	$2,500,000 to $10,000,000
	
	
	
	
	
	

	Greater than $10,000,000
	
	
	
	
	
	

	Greater than $100,000,000
	
	
	
	
	
	


· Below, we have checked the boxes to estimate the potential total unreported income from the offshore account(s) during each disclosure period.  Exact amounts are unknown at the time of this application, as we have not had an opportunity to review and amend all past income tax filings for unreported foreign interest income and credits for unreported foreign taxes paid.  In our 2008 amended return, (copy attached) it appears to be $XXXX  in passive interest dividend income with net tax due the IRS of $904.  Earlier years foreign income should be less.
· As stated before, we are currently here in the States, and all records are back in New Zealand. We will need to return to New Zealand to complete work on this task, and it will take time to determine.   
	Estimated Total
	
	
	
	
	
	

	Unreported Income
	2003
	2004
	2005
	2006
	2007
	2008

	$0 to $100,000
	X
	X
	x
	x
	x
	x

	$100,000 to $1,000,000
	
	
	
	
	
	

	$1,000,000 to $2,500,000
	
	
	
	
	
	

	$2,500,000 to $10,000,000
	
	
	
	
	
	

	Greater than $10,000,000
	
	
	
	
	
	

	
	
	
	
	
	
	


Account Explanations and Detail
· We are listing our accounts below by country where the funds and institutions are located.  For each cash account or term certificate of deposit, we have also listed the dates the accounts were opened and/or closed and if possible what account they may have rolled or transferred into.  We have also provided point of contact and/or phone number at each financial institution if they are still in business. 
· The Australian accounts were first established by Sue after we arrived in Brisbane November 15, 1990 at the finish of a Pacific crossing in our sailboat.   As stated previously, she opened an account with our US earned funds which would be used to finance traveling and family expenses while cruising the Australia coast and the Pacific Islands the next few years.  

· The New Zealand accounts were first open by Sue to facilitate the purchase of our home in 2000 and to finance our living and house renovation expenses in New Zealand.  Later accounts were opened in conservative cash investment vehicles as the holding place for either after tax US funds and Australian funds from the proceeds of the sale of our sailboat. 

· We have been asked to explain all face to face meetings and any other communications we have had regarding the accounts or assets with the financial institutions.   We assume you are searching for advisors who might be selling products, or designing ways to take non taxed US dollars overseas and hide then in foreign accounts.  That is NOT us.  
We contacted our Foreign Exchange desk at NBA in Anchorage, Alaska in August/September of 2000 prior to their buy out by Wells Fargo. That was a simple attempt to figure out how to wire transfer money to the account Sue had opened at ASB bank in New Zealand, so we could purchase a house for cash.   We made those routine arrangements, and that is it. We never made another transfer from the US again.  It never occurred to us at the time that this was opening us to new reporting requirements by Treasury and draconian penalties if we failed to report.
(BTW, there was no requirement that the bank notify you that your activity would now require FBAR filings.)

Our other meetings with the banks and/or Finance companies all occurred in New Zealand or Australia and were pretty routine across the counter or phone inquiries.  There was one financial advisor in New Zealand that we contacted while in New Zealand to get prospectus on the offerings of various Finance Companies when we opened some term accounts sometime in 2003.  We paid him $100 once for a review and advice a couple years later as to the health of the finance company industry in New Zealand.   We were trying to decide future rollovers of term savings deposits, looking for conservative safe investments.  

Note:  What follows is a standard format of account reporting that we did, and is provided so the reader can see the level of detail your OVDI letter has to contain. 
XXX Bank – New Zealand 

                          Country – New Zealand 

                          Contact:  XXXX Name   011 64 9 XXX XXXX 

                          Checking Account:  xx-xxxx-xxxxx-00
                          Date Opened:  31 May 2000 to current
                          Sole ownership: Sue
                          Joint ownership starting 14 Aug 2000
                          Saving Account: xx-xxxx-xxxxx -50 
                          Joint Ownership
                          Date Opened:  13 Dec 2004 to current
                          Term Deposit Certificate Acct:  xx-xxxx-xxxxx -74 
                          Joint Ownership
                          Date Opened: Uncertain but probably May of 2002
                          Date Closed:  19 May 2003

                          Note:  Funds transferred to xx-xxxx-xxxxx -00
  Note on Term Deposit Certificates: 

  All Term Deposit funds have origin in checking account 

  xx-xxxx-xxxxx -00 or saving account xx-xxxx-xxxxx.  
  These are the central accounts that

  funds are first deposited either as cash, checks or

  electronic transfer from foreign exchange contracts or 

  Finance Company account transfers when their term

  investments mature.  Funds maturing or closed roll into
  and out of these accounts as they are re-cycled .  This makes
  for a lot of duplication of amounts in various accounts

  resulting in the yearly aggregated amounts that appear
  higher than the actual net aggregated amount across all 

  accounts would naturally be.   
That is the end of the tabulation of account activity for which we have records.
By signing this document, we certify that we are willing to continue to cooperate with the Internal Revenue Service, including assessing my income tax liabilities and making good faith arrangements to pay all taxes, interest, and penalties associated with this voluntary disclosure.

Under penalties of perjury, we declare that we have examined this document and accompanying statements, and to the best of our knowledge and belief, they are true, correct, and as complete as humanly possible given the long distance handicap and stress we are working under. 




                                         
Date




Mr Just Me




 



Date
Mrs  Just Me



Attachments:

Copy of FRABs for 2003 – 2008

Copy of 1040X 2008 amended return
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