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“The legal right of a %vyfr to decrease
the amount of what ot ise would be his
taxes, or altogether avmd‘gﬁem. by means
which the law permits, canfot be doubted.”

- Supreme Court Associate Justice George
Sutherland in Gregory v. Helve#dng, 293 U.S.
465, 469 (1935)

“A company’s profm¥hou\d betaxed in the
country where the value is cregited. Apple,
Ireland and the United States all'agree on this
principle. In Apple’s case, nearly all of our
research and development takes place in
California, so the vast majority of our profits
are taxed in the United States.”

- Tim Cook, Apple Inc. CEO, A Message to the
Apple Community in Europe (August 30, 2016)




The U.S. Approach to Taxation of Income
Eamed Outside the U.S.
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The U.S. Approach to Taxation of Income

Eamed Outside the U.S.

Individuals

U.S. citizens and resident aliens, including those living abroad, are taxed on
their worldwide income.

Upon meeting the foreign tax home and bona fide residence or physical
presence tests, a taxpayer may exclude an indexed amount of foreign
earned income ($100,800 in 2015), as well as certain foreign housing
amounts, and may take a credit for foreign tax paid.

Corporations

« U.S. corporations are also taxed on their
worldwide income, and also may take a credit
for foreign tax paid.

* Subject to certain limitations, U.S. corporations

may defer taxation on certain income earned

by subsidiary controlled foreign corporations

until that income is brought into the U.S.

It All Started With Allen Klein




Rupie the Grouple is a Real Prince

a/k/a “Rupie the Groupie”

.

.

Rupert Louis Ferdinand Frederick
Constantine Lofredo Leopold Herbert
Maximilian Hubert John Henry zu
Léwenstein-Wertheim-Freudenberg,
Count of Loewenstein-Scharffeneck, in
Bavaria, Germany

Merchant banker (Director of Leopold
Joseph & Sons) and the Rolling Stones’
business adviser and financial manager
from 1968 to 2007.

Architect of the Rolling Stones tax exile
in the south of France, and the move of
their intellectual property and earnings
thereupon into low tax and no tax
jurisdictions.
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Slasbar:

It's Only Rock 'n' Rall But | Don't Like It

“So far as the Stones’ music was
concerned, however, | was not in
tune with them, far from it. Rock
and pop music was not something
in which | was interested.

| had heard some of The Beatles’
music. Their music was sufficiently
harmonic to be acceptable to
people such as me.

| only really took against rock 'n’
roll when | heard the Stones.”

It's Only Tax Planning, But | Like It (Part )

moving offshore in 1971.

taxation by the UK.

A
3

« The combination of the U.K.’s Foreign Earning
Deduction and France’s lenient taxation on big
spenders were the keys to the Rolling Stones

* The UK has a territorial system of taxation, which
means that if you stay abroad for long enough, any
income earned outside the UK is not subject to

< This cliff occurs after approximately 305 days a
year, which still allows a crafty traveler to visit
home for about 2 months a year.

French tax law was especially forgiving to foreign

I -, big spenders, and imposed no income tax upon
\ \ = foreigners who resided in France for at least a
'/‘ year and spent at least the equivalent of

$500,000 per year in France.




Exile on Main Strest
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Jumpin’ Jack Stash: It's Only Exile But | Like It

TR

Just in case you
wondered how the
Rolling Stones
possibly managed to
live in exile...

Or wondered how
they spent the
required $500,000
(each) in a year in
France.

This is Nellcote, on
the Céte d'Azur in
southern France.
The Rolling Stones
lived here and
recorded Exile on
Main Street in its
basement.

It's Only Tax Planning, But | Like It (Part )

Now that the Rolling Stones’ UK tax
issues were behind them and a
resolution of the Allen Klein lawsuit
would leave the band owning at least
their future rights to their intellectual
property, it was time for real tax
planning.

Mick Jagger, Keith Richards and
Charlie Watts are the original Rolling
Stones and have their assets treated
jointly.

Ronnie Wood is effectively an
employee of the band and has his
assets treated separately. Which isn't
to say he’s not fabulously wealthy in
his own right—most of which wealth
comes from touring.
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it's Only Tax Planning, But | Like it (Part l) — The

Dutch License "Royalty Conduit”

Rupert set up a management company
called Promogroup in the Netherlands,
bringing in Dutch accountant Jan Favie
to manage the Rolling Stones’
holdings.

Promogroup managed four subsidiary
Dutch companies Promotour (concert
touring), Promopub (merchandising),
Promotone (video and music
recordings and films), and Musidor

1 (music rights). Each subsidiary holds a
worldwide license to the IP in its area.
Promogroup is called a Dutch license
“royalty conduit” company, because as
part of its management function, all of
the royalties earned upon the licenses
flow through it. This is done to prevent
EU taxation of this income.

It's Only Tax Planning, But | Like tt (Part I) — The

Dutch License ‘Royalty Conduit”

Promogroup

Promotour Promopub Promotone Musidor
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lt's Only Tax Planning, Bgike t (Part I) — The
Dutch License "Royali 3
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What Other Option Would

Work?
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It's Only Tax Planning, But | Like tt (Part I) — The
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t's Only Tax Planning, But | Like It (Part Il) —

h Treat

This is the important part. The Netherlands charges no tax upon royalties,
dividends or interest, and has tax treaties with most countries at preferential
rates.

Thus:

Netherlands tax treaties with foreign countries mean received income like
royalties comes with low or no tax charged.

When the income sits in the Dutch license royalty conduit company, it incurs no
additional tax, including no additional tax on interest earned.

When the income is distributed out to another EU or other country, tax treaties
again permit the income to be passed at a low or no tax rate.

If that income had instead been originally received in the country to which the
income was finally disbursed out of the Dutch license royalty conduit company,
that income would have been taxed at ordinary income rates. In the case of the
Rolling Stones, at rates as high as 83%.
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It's Only Tax Planning, But | Like It (Part ) —
No Wonder They're Smiling

In Duten, it Ain't Much

« By using the Dutch license royalty
conduit company shelter, Mick,
Keith and Charlie paid $7.2 million
in tax on their 1986-2006 earnings
of $450 million, which equates to a
tax rate of about 1.5%.

Of course we're doing it for the
money. We've always done it for

the money.




t's Only Tax Planning, But | Like It (Part Il) —
One Last Piece

r n
* The big question is where is the IP actually owned? It's just licensed by the Dutch
companies. If the IP was owned in Netherlands, it could be subject to other taxes,
potentially up to the 25.5% rate, or exit taxes if ever moved offshore.
« It makes sense that since they started over in 1971, and had left the U.K., that their
IP is owned in a 0% tax jurisdiction. The speculation is that it is owned in Bermuda.
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Et U2, Brute?

«  95% of U2's wealth is earned outside of Ireland.

* Between 1990-2005, U2 made $1.1 billion from touring, record sales,
and songwriting royalties.

« Since 1969, Ireland has exempted the sale of original and creative
works from income tax, including royalties on composing performed by
musicians (while still taxing income from performances and
merchandising).

In 2006, Ireland planned to cap their tax-free treatment of the sale of
original and creative works at $319,000, taxing the remainder at up
to 42%.

With or Without U2

In 2006, about six months ahead of the new taxés, U2 moved its music
publishing business U2 Ltd. to Holland, with Jan Favie as its main director.
U2 Ltd. is a Dutch license royalty conduit company and holds licenses for
worldwide use of the published music.

Other income earned by the band comes through the Netherlands Antilles,
one of the Caribbean tax havens, which may have been done to limit income
tax on performance and merchandise sales (not exempted by the artist law).
The Netherlands Antilles may also be where the actual ownership of U2's IP
is, so that once royalties are transferred out of foreign nations at low Dutch
tax treaty rates, they pass through the Dutch sandwich without further
taxation and come to rest in a final 0% jurisdiction.
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U Pay Tax 27
The Public Costs of Tax Stru

A caution to everything, U2 has faced
controversy and years-long public scrutiny for
going offshore.

Then | said "Even this much
tax is way too much”

Where in the World is al the Money Gaing”?

Vaeatien Tax Haven Country List

Table |. Countries Listed on Various Tax Haven Lists

Caribbasn/ Wit lndias Angulla, Antigus and Barbuda. Aruba, Bahamat. Barbaded.s* Britah Viegin lslinds,
Cayenan blsnds, Domnica, Granads, Moneserrat.s Bistherbindt Antlles, 5. Kitis and
Mevis. S Lucia, Sc Vincent and Grenadines, Turks and Caicos. US. Virgn lstandsss

Central America Belize, Costa Rica™ Pasama

Coam of Eam Asia Hong Kongss Macau,s» Sngaporet

EurcpeMedterranean Asdorras Channel lslands (Guemsey and Jersey)® Cyprus.s Gibraker, lsle of Mans
Ireland b+ Lischeenstein, Lusembourg. s+ Maltat Monsce. Sen Marino.te
Swizeringes

Indian Ocean Maldives »4 Mauritius »<* Seychelless

Middle East Bahrain, jordans® Lebanans

Morth Adancic Bermuda

Pacific, South Pacific Cock Itfands, Marshall lslindt Samea. MNawnas Nives Tongare Vanuats

Wese Afvics Liberis

10



it Sure Spends Like Real Money —

CFC Profits Subject to Tax Can Outpace Country
CGDP

Even a small percentage of tax collected by the foreign country can be
very lucrative especially when the tax is applied against an amount of
money (CFC profits) that exceed the GDP of the country, and collection
requires no more infrastructure than friendly tax laws and a mailbox.

Table 4. U.S. Foreign Company Profits Relative to GDP,
Small Countries on Tax Haven Lists
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How | Learned to Stop Worrying and Love

the Tax Incentives
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Concept #1. Inclusion of Subpart F Income from

Controlled Foreign Corporations

* One type of entity through which U.S. corporations conduct
foreign operations (sales, manufacturing, etc.) is called a
controlled foreign corporation, a “CFC.”

e The CFC is a subsidiary of the U.S. corporation, and is
incorporated and does business in a foreign jurisdiction.

Concept #1. Inclusion of Subpart F Income from

Controlled Foreign Corporations

A foreign company is a CFC if U.S.
shareholders own more than 50% of
either the voting power or the total
value of the CFC.

Concept #1. Inclusion of Subpart F Income from
Controlled Foreign Corporations

A foreign company is a CFC if U.S. Under Section 951(a) U.S.

shareholders own more than 50% of shareholders owning 10% or more of

either the voting power or the total the voting power of a CFC that is

value of the CFC. controlled by U.S. shareholdings are
subject to Subpart F's inclusion of
income.

12



Concept #1. Inclusion of Subpart F Income from

Controlled Foreign Corporations

A foreign company is a CFC if U.S.
shareholders own more than 50% of
either the voting power or the total
value of the CFC.

Under Section 951(a) U.S.
shareholders owning 10% or more of
the voting power of a CFC that is
controlled by U.S. shareholdings are
subject to Subpart F's inclusion of
income.

“U.S. shareholders” are any U.S.
persons who own 10% or more of the
voting power.
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Concept #1. Inclusion of Subpart F Income from
Controlled Foreign Corporations

A foreign company is a CFC if U.S.
shareholders own more than 50% of
either the voting power or the total
value of the CFC.

Under Section 951(a) U.S.
shareholders owning 10% or more of
the voting power of a CFC that is
controlled by U.S. shareholdings are
subject to Subpart F's inclusion of
income.

“U.S. shareholders” are any U.S.
persons who own 10% or more of the
voting power.

7701 Definitions

(%) When used in this title, where not other
wise distinctly expressed or manifestly incom-
patible with the intent thereof—

(1) Person
T

snall be construed to
adividual, & trust, s
oiation, company or

Concept #1. Inclusion of Subpart F Income from
Controlled Foreign Corporations

< Historically, a major tax advantage to using a CFC to
conduct foreign business was the opportunity for
income tax deferral on income earned by that CFC.

to its U.S. shareholders.

Generally, U.S. taxation could be deferred until
the income was distributed as a dividend or
otherwise repatriated by the foreign corporation

13



Concept #1. Inclusion of Subpart F Income from

Controlled Foreign Corporations

Subpart F of the Income Tax Code (26 U.S.C.)
was enacted in 1962 to cause certain types of
income earned by a CFC to become taxable to the
CFC'’s U.S. shareholders in the year the income
was earned, even if it was not distributed out of
the CFC.

We call that taxable income “Subpart F income.”

. IWANTYOUR
JFOREIGN INCOME
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Concept #1. Inclusion of Subpart F Income from

Controlled Foreign Corporations

« There are many different categories of Subpart F income, but it generally
consists of movable income, like foreign based company income (FBCI)
which includes:

« Foreign personal holding company income (FPHCI) which includes
investment income like dividends, interest, rents and royalties, and

« Foreign base company sales income (FBCSI), which comes from the
purchase or sale of personal property involving a related person, and

« Foreign base company services income (FBC Services Income) for
sales on behalf of a related person.

* The FPHCI is what we'll focus on today. The FPHCI rules eliminate the
deferral of U.S. tax on income from portfolio types of investments,
i.e., where the company is merely passively receiving investment
income—dividends, interest, rents and royalties—rather than earning
active business income.

Concept #1. Inclusion of Subpart F Income from

Controlled Foreign Corporations

Aren't there exclusions that
apply when determining
what is Subpart F income?

14



Concept #1. Inclusion of Subpart F Income from

Controlled Foreign Corporations

There are many, including:

« The inclusion is limited to current E&P under Section 952(c)(1)(A).

« If the FBCI is less than 5% of gross income or $1 million, none of the
CFC's income is FBCI.

« If the CFC income was taxed at 90% or more of the highest U.S. rate
(s0 35% x 90% = 31.5%), it is not FBCI.

« If the income is received from a related CFC in the same country that
uses a substantial part of its assets in a trade or business in that
country, it is not FHPCI.

« Certain FPHCI received from a related CFC that is not allocable or
attributable to Subpart F income is not FHCPI. (This is the Section
954(c)(6) “Look Through Rule” discussed later).

« Certain FPHCI received from a related CFC that is not income
effectively connected with a U.S. trade or business under Section
864, is not FHCPI.

11/9/2016

Concept #2a. Dodging Subpart F Inclusion via the Check
the Box Regulations

« 1997's “check the box" regulations were designed to simplify the
tax rules for determining whether for federal tax purposes an
entity was taxed as a corporation, a partnership, a sole
proprietorship or a “disregarded entity.”

* The election to be treated as a disregarded entity means that for
tax purposes the entity will not be treated as an entity separate
from its parent, the company that owns it.

* The “check the box” regulations allow lower-level CFCs to be
collapsed into a top-level CFC for tax purposes eliminating
Subpart F inclusion, since the money didn’t move.

Concept #2b. Dodging Subpart F Inclusion via the Section

954(c)(B) CFC "Look Through Rule"

« In 2006, the Congress enacted section 954(c)(6) (the “Look-Through
Rule”). The Look-Through Rule allows U.S. corporations to redeploy
active earnings of one CFC to another CFC without subjecting the
earnings to current U.S. taxation under Subpart F. (Prior to 2006 they
were treated as Subpart F income unless the taxpayer employed CTB.)

« The active earnings include dividends, interest, rents, and royalties that
would otherwise have been taxed as Subpart F income.

« This rule only applies to the extent that such payments are attributable
or properly allocable to active, non-Subpart-F income of the related
CFC.

« Part of the Congress’ reasoning was that the tax consequences
imposed by such movements of capital could already be avoided by the
Check the Box regulations, and since these movements were
appropriate for and affected international competition of multinationals,
they should be available to more taxpayers by rule.

* This temporary rule and has been extended several times, now through
12/31/2019.

15



Concept #2. Check the Box Regulations and the

CFC "Look Through Rule”

« Here's how this looks like from a tax standpoint:

Apple's Offshore O izati Structure
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Concept #2. Check the Box Regulations and the
CFC “Look Through Rule’

« Here's how this looks like from a tax standpoint:

Effect of Check the Box

Apple Inc.

Brepacedy he Permanent Subcom

Concept #3a. Transfer Pricing and

Section 482 Re-Allocations

« Transfer pricing refers to the setting of the price for goods and services sold
between controlled or related parties. Here, it often comes into play when
IP or IP rights (such as the right to receive royalties on a license) are
transferred between a parent company and a CFC who most often sits in a
low-tax jurisdiction, and can thereafter pay a low tax rate on its sales of
products created from that IP.

« The Regulations apply an arms-length standard. The test is met where the
results of the transaction are consistent with what would have been paid or
charged if unrelated taxpayers had engaged in the same transaction.

« Under Section 482, the IRS can distribute,
apportion or allocate gross income, deductions,
credits or allowances between or among two or
more organizations owned or controlled directly
or indirectly by the same interests, if the IRS
determines that such action is necessary in
order to prevent evasion of taxes or to clearly
reflect income.

16



Concept #3b. R&D Cost-Sh

Agreement

« In an R&D cost-sharing agreement, the parent company and the CFC
are each assigned a specific percentage of funds and resources they
must contribute to new products, determined by reference to a specific
formula or methodology. Like transfer pricing agreements, cost-
sharing agreements must reflect an arms-length agreement.

Under the cost-sharing agreement, Apple retained the legal title to and
all marketable rights to the developed property in North and South
America, but ASI receives the marketing rights and the profits for the
rest of the world.

11/9/2016

Apple/ASI Cost-Sharing Agreement

Apple’s cost-sharing agreement established that Apple and ASI
will share in R&D costs pursuant to the ratio of sales made
domestically vs. internationally. In exchange, ASI pays no
royalties to Apple for use of that IP--it just pays the cost-sharing
rate.

k (_./‘ A Cost-Sharing Agreement

eement 5 54
ability bo lower its LS. taues. Several asp 1
research and development (RED) and sl 1 the sgresmant functions
primarnly ax a conduit o shift profits ofshone to avaid U5, taes. Bulk of Apple’s RED effon
the source of the istangible value of its products, s conducted in the United States, et un,
he cost sharing agreemsent a disproportionate ameunt of the resulting profits remain outside
ol the Linited States.

Apple's International Distribution Structure

j APPLE'S CURRENT OPERATING STRUCTURE I
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Apple's International Distribution Structure
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Cost Sharing Agreement

Divides the World

Apple/ASI Cost-Sharing Agreement

ASI underpaid for those international rights, by about 100%.

Cost Shuring Payments and Pre-Tax Earnings of &j

2009

Cost Sharing Payments By ASI
3 600 millon
3 400 mallson
3 14 billion

Sharing Payments and P!

Carnings

Cost Sharing Payments By Apple Inc.
§ 700 million
§ 900 million
S 10 ballion

$ 14  hallion

Pre-Tax Earnings of ASI
S _d billion

$ 12 billion
$ 22 billion
$ 36 billio

Pre-Tax Earmings of Apple Inc.
§ 3.4 hillion
$ 53 hillion
$11_hillion
319 hillion

Diving Into the Deep End of the

Intemational Tax Planning Pool
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| Like Mike

- 1

TAKE A TAX

il HOLIDAY IN
IRELAND ¢,
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Where There's a Waldwil, There's a Way

«  Waldwill Limited will eventually become Apple Operations
International, a stateless entity filing no tax returns or paying
any tax in any country, yet it received $29.6 billion from its
disregarded subsidiaries between 2009 and 2012.

Nothing is Better than Something When You're
Talking About Tax Rates

o’

:
:

i Think different.
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The Think Different Shelter, or How to Make $74

Bilion Disappear in a Definition

Apple’s International Structure
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The Think Different Shelter, or How to Make $74

Bilion Disappear in a Definition

Apple's International Structure
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Companies Without a Country: for Tex Purposes AQI, AS|

and AOE Remain "Stateless," Tax-less

« Ireland does not look to a corporation’s
place of incorporation when
determining whether a corporation is
subject to income tax in Ireland on its
earnings. Instead, it looks to where the
“management and control” occurs.

+ Conversely, the United States does
look to where a corporation is
incorporated when determining whether
that corporation is subject to income tax
in the United States.

« Ireland’s taxation by location of management and control versus the U.S.’s
taxation by place of incorporation allows Apple to argue that AOI, AOE and
AS| are taxable in no location.

11/9/2016

And When it Does Patriate Income, It Avoids State Tax

Neo Corporate
Income Tax

Shocked, Shocked, | Say (Part )

In 2013, Apple testified before the Senate Permanent Subcommittee on Investigations:

Chairman Senator Carl Levin: Apple CEO Tim Cook:

“Apple has sought the Holy Grail of tax
avoidance: offshore corporations that
it argues are not, for tax purposes,
resident anywhere in any nation.”

"We pay all the taxes we owe."
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The 1% Solution ... is Simply Way Too Much

if We're Talking About Tax

« 35% of Apple’s income is earned in the U.S., 65% overseas.
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The 1% Solution ... is Simply Way Too Much

it We're Talking About Tax

* 35% of Apple’s income is earned in the U.S., 65% overseas.

« Apple’s overseas earnings are rolled up into AOI using the tax laws
we discussed earlier.

« Apple does not pay U.S. tax on the income rolled up into AOI.

« AOI doesn't file a corporate tax return, although it took in $29.6 billion
from its subsidiaries including ASI, between 2009 and 2012.

« ASI pays some tax because they make sales in the various foreign
countries. ASI made $74 billion in sales from 2009 through 2012.

* In 2011, ASI recorded $22 billion in pretax earnings, but paid $10
million in taxes, which is a rate of about 0.05%.
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‘ ‘ Remember This Slide”?

“A company’s profm¥hou\d betaxed in the
) country where the value is crﬂted. Apple,
“The legal right of a ayer to decrease Ireland and the United States all'agree on this
the amount of what otfrwise would be his  principle. In Apple’s case, nearly all of our
taxes, or altogether avold'guem. by means research and development takes place in
which the law permits, canfiot be doubted.”  California, so the vast majority of our profits
are taxed in the United States.”

- Supreme Court Associate Justice George
Sutherland in Gregory v. Helve#ng, 293 U.S. - Tim Cook, Apple Inc. CEO, A Message to the
465, 469 (1935) Apple Community in Europe (August 30, 2016)
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Remember This Slide”?

“The legal right of a afygr to decrease
the amount of what otffrwise would be his
taxes, or altogether avoid'guem, by means
which the law permits, canfot be doubted.”

- Supreme Court Associate Justice George
Sutherland in Gregory v. Helvedng, 293 U.S.
465, 469 (1935)
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nany’'s profm¥hou\d betaxed in the
where the value is crﬂted, Apple,
nd the United States all’agree on this
_.In Apple’s case, nearly all of our
research and development takes place in
California, so the vast majol of our profits
are taxed in the United States

- Tim Cook, Apple Inc. CEO, A Message to the
Apple Community in Europe (August 30, 2016)

‘ |  Remember This Slide”?
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Perhaps what he meant to say was “of our profits
that are actually taxed, the vast majority are taxed

in the United States...”

ey

“The legal right of a afygr to decrease
the amount of what otfferwise would be his
taxes, or altogether avoiditilem, by means
which the law permits, canfiot be doubted.”

- Supreme Court Associate Justice George

Sutherland in Gregory v. Helvedng, 293 U.S.
465, 469 (1935)

Sad Apple ... Pay

nany's prof\%mu\d beitaxed in the
where the value is crﬁted, Apple,
nd the United States all’agree on this
In Apple’s case, nearly all of our
research and development takes place in
California, so the vast majority of our profits
are taxed in the United States.”

- Tim Cook, Apple Inc. CEO, A Message to the
Apple Community in Europe (August 30, 2016)

Apple Owes $14.5 Billion in Back Taxes to

Ireland, E.U. Says

& Pay

11/9/2016
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Shocked, Shocked, | Say (Part 1) — At
Least He is Consistent

11/9/2016

Iish Eyes Aren't Smiling — Why Ireland
Dossn't Want Apple to Pay Up

Revenue
(Chin agus Cusaim na hisreasn
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it Was Going So Wel, Until Bradley Birkenfeld

Had To Spoail It

UBS AG

Mr. Peler Kurer
Bahnhofstrasse 45
8001 Zurich
Switzerland

March 17, 2006

Dear Mr. Kuser,

| wish to buing o your attention 3 very important matier. As an emplayee and
olficer of UBS (as well as a sharcholder of UBS) | with to invoke my rights listed under

e Iuas _' " Pr_omh'm for Emph - Umoup Policy (1-P-000042), UBS
Whm]eblawla Policy ~ Coaporate Center (3-P-001354) and UBS Whistlehlowing
Protection for WM & BR Supgl y Document (2-5-001014),

My submission refers 10 a UBS intranel three pnge legal document cutilled
"{).ums Border Banking Activitics into the United Stases {version Nmumh”!r ?’Jﬂﬂl]"
which can be located at (Wealth ! i Adnericas innal O .
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It Was Going So Well, Until Bradley Birkenfeld
Had To Spoall it

X000 il e separmtely el o the Ui pcs Scrmities sl Dxuings Commission ilbe

Carvent Orior el Vsl Judgmern, snd (1)
s e it by LIS, with pespect 1o the
Inteset s perualiex; s rexéaion for

«, Wogesher with inkcecw! therson, for umdocl

sminsod oo fuciBanced by PSS private bankers who met with s clisats i the Unitod iskcs s

The Truth Hurts, and Can Lead to Jail Time

mt of Justice Exa

Puabiic Atfairy

Friduy, Angust 21, 3009

Former UBS Banker Sentenced to 40 Months for Alding Billionaire American
Evade Taxes

28



... But Can Also Lead to Money, Money,

Money

IRS Whistleblower Program % %

Fiscal Year 2015

Annual Report to the Congress w

11/9/2016

... But Can Also Lead to Money, Money,

Money

§7623. of detection of
and fraud, ete.
(a) In general
The Secretary, under regulstions proseribed
by the Secretary, is authorized to pay such sums
as he deems necessary for
(1) detecting underpayments of tax, or
(2) detecting and bringing to trial and pun-
ishment persons guilty of violating the inter-
nal revenue laws or conniving at the same,

(b) Awards to whistleblowers

(1) In general

If the Secretary proceeds with any adminis-
trative or judicial action described in sub-
section (a) based on information brought to
the Secretary’s attention by an individual,
such individual shall, subject to paragraph (2),
receive as an award at least 15 percent but not
moore than 30 percent of the collected proceeds
(including penalties, interest, additions to tax,
and i resulting from the

in cases where such expenses are not
provided for by law. Any amount payable under
the preceding sentence shall be paid from the
proeeeds of amounts collected by reason of the
information provided, and any amount so col-
lected shall be available for such payments.

action (including any related actions) or from
any settlement in response to such action. The
determination of the amount of such award by
the Whistleblower Office shall depend upon the
extent to which the individual substantially
contributed to such action.

... But Can Also Lead to Money, Money,

Money

TR WAL STREET ML IAAL

MR TRAL ¥ 4T g | 5T 4 AT ]

Whistleblower Gets $104 Million

Nowr a Felon, Former Banker Told [LS, About Tax-Evasion Thetics by UBS and Itx Wealthy Clients
Sy S Summary Award Report -

b 0 4 et
[ st 4 i Batacar Narme: Bty Seicd

" e 7 A
o e evaen e dmardy

LR A e 1 T mpcomvnended Aemaed Amount §104 020 000 00

LRE § TRENEL

8 ot 1 it e of o 16 58 S, el i
The chse Bt the vl o G o alried s, inakdery ] R
Sets bk sy St or . The M e gt vul By v el Senen K,

ot et
Pin wrahE ke [ pede it Lo (e Tha i [l enaskoms fn bt mbisietens
—

L300 TN g 1 T oot bty o 1. il o 0
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And Fame, Fame | Tell You

For the Press

O YOUR STORIES MDA MENTIONS PRESS RILEASES

11/9/2016

Mossack Fonseca & The Panama Papers

It Was The Best of Times Until it Was The
Worst of Times

Siiddeusche Zeilung
MOSSACK FONSECA o Consomig
| want to make these (‘r’l’;\e?gzgﬁcn e

w much data are we talking about?

- -
L -
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It Was The Best of Times Until it Was The

Worst of Times

The

Panama Papers 11.5M

By the numbers

Documents leaked

214488 |12

Entities involved Current or former
lincludes companies, trusts, foundations) country leaders involved

Countrles/terrnones involved Forbes-listed
p— SO —— billionaires named

11/9/2016

Champagne Wishes and Panama Dreams

MOSSACK 3 FONSECA

Champagne Wishes and Panama Dreams

Oc-—n__.
Gaby
e == )ﬁr cnmnz.m
T r L L L .u E
( L]
W Candbean Se0
! _ww Panama il
i . - ‘:
-
SOUTH PACIFIC
= OCEAN NIVE
i
o OAlofi
o oI
q} AUSTRALIA
NEW ZEALAND
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The Bvil That Men Do

“If an offshore firm is put to bad use, the company is no more culpable
than an automobile factory that builds a car later used in a robbery.”

- Ramon Fonseca

The Gang's All Here

11/9/2016
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How to Advise and Protect Your Clients Who Have
Falled Their Reporting Requirements

11/9/2016

Reporting Reguirements, Generally

Reporting Requrements, Generally
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How to Advise and Protect Your Clients Who Have

Falled Their Reporting Requirements

« Is your client eligible to make a voluntary Are You
disclosure? Eligible?

« The taxpayer is not under civil or criminal ?

-

investigation by the IRS,

The IRS has not received third party
information alerting the IRS to the taxpayer's
noncompliance (informant, another
governmental agency, the media, foreign %
financial institution),

The IRS has not received information
identifying the taxpayer from a criminal
enforcement action (search warrant, grand
jury subpoena), and

The income sources are legal.

11/9/2016

How to Advise and Protect Your Clients Who Have
Falled Their Reporting Requirements

» 2012 Offshore Voluntary
Disclosure Program
Streamlined Filing
Compliance Procedures
Delinquent FBAR
Submission Procedures

Delinguent International
Information Return
Submission Procedures

How to Advise and Protect Your Clients Who Have
Failed Their Reporting Requirements

Compliance Options

L)
<— Client Was Willful

2012 Offshore Voluntary
Disclosure Program
Streamlined Filing
Compliance Procedures
Delinquent FBAR
Submission Procedures

Delinquent International
Information Return
Submission Procedures
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How to Advise and Protect Your Clients Who Have

Falled Their Reporting Requirements

Compliance Options

#

D)
<— Client Was Willful
* 50% penalty on the 8-year

» 2012 Offshore Voluntary
Disclosure Program

» Streamlined Fl“”g high unreported asset value if
Comphance Procedures the FFI was publicly identified
as under investigation or is
» Delinquent FBAR cooperating, or a 27.5%

penalty if it has not,
* Plus the 25% FTF and 25%
} Delinquent International FTP

Information Return « Plus a 20% accuracy related

penalty, plus the owed tax
Submission Procedures

Submission Procedures
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#

» 2012 w an®
i But & Client Was Willul
i E R E s « 50% penalty on the 8-year
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Submission Procedures penalty if it has not,
+ Plus the 25% FTF and 25%
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Submission Procedures

How to Advise and Protect Your Clients Who Have
Failed Their Reporting Requirements

F
» 2012 ) .
Client Was Willful
Discli

TR
F 4
E R * 50% penalty on the 8-year
» Strea high unreported asset value if
Com Mo RE I s publicly identified

estigation or is
» Delin _

ora27.5%
Submission Procedurs

» Delinquent Internation
Information Return
Submission Procedures

a 20% accuracy related
penalty, plus the owed tax
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How to Advise and Protect Your Clients Who Have
Falled Their Reporting Requirements

» 2012 Offshore Voluntary
Disclosure Program

» Streamlined Filing
Compliance Procedures

» Delinquent FBAR
Submission Procedures

} Delinquent International
Information Return
Submission Procedures
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How to Advise and Protect Your Clients Who Have
Falled Their Reporting Requirements

Compliance Options

» 2012 Offshore Voluntary
Disclosure Program

» Streamlined Filing
Compliance Procedures « 5% penalty on the 6-

» Delinquent FBAR year high unreported
Submission Procedures asset value

} Delinquent International
Information Return
Submission Procedures

How to Advise and Protect Your Clients Who Have

Failed Their Reporting Requirements

Your Offshore

Compliance Options

F
» 2012 Offshore Voluntary
Disclosure Program
» Streamlined Filing «__ cjient was Not willful
Compliance Procedures and Lived Offshore
» Delinquent FBAR
Submission Procedures
» Delinquent International
Information Return
Submission Procedures
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How to Advise and Protect Your Clients Who Have
Falled Their Reporting Requirements

Compliance Optio

» 2012 Offshore Voluntary
Disclosure Program
Streamlined Filin ) )
: E‘rca : o ;I MY «—— Client Was Not Willful
ompliance Procedures and Lived Offshore
} Delinquent FBAR + No penalty

Submission Procedures
} Delinquent International

Information Return

Submission Procedures
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How to Advise and Protect Your Clients Who Have
Falled Their Reporting Requirements

hore Voluntary
Disclosure Program

» Streamlined Filing
Compliance Procedures

Client Reported All

» Delinquent FBAR )
Submission Procedures Income But Just Failed
to Submit the Right
Forms

* No penalty

} Delinquent International
Information Return
Submission Procedures

Shocked, Shocked, | Say (Part Il)

“We pay all the taxes we
owe, every single dollar.
We not only comply with
the laws, but we comply
with the spirit of the laws.
We do not depend on tax
gimmicks. We do not
move intellectual
property offshore and
use it to sell our products
back to the United States
to avoid taxes. We do
not stash money on
some Caribbean island.”

- Tim Cook, Apple CEO, testifying before the Permanent Subcommittee on
Investigations (May 21, 2013)
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