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Make U.S. Offshore Disclosures 
by September 28 
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No. 2018-35 

Canadians required to file a U.S. tax return that also have offshore assets that have not yet 
disclosed to the U.S. tax authorities should consider taking action before the U.S. Offshore 
Voluntary Disclosure Program ends on September 28, 2018. This U.S. program allows U.S. 
taxpayers, including those living outside the United States, to voluntarily resolve past non-
compliance issues related to foreign financial assets and foreign holdings to limit their 
exposure to penalties. As a result, affected taxpayers may want to consider making a 
voluntary disclosure as soon as possible before the program ends. 

The conclusion of the U.S. Offshore Voluntary Disclosure Program, which was announced 
by the IRS on March 13, 2018, follows Canada’s new restriction to its own Voluntary 
Disclosure Program (VDP). Canada’s changes, which became effective March 1, 2018, no 
longer allow large Canadian companies to qualify for the VDP on income tax matters, 
although some relief remains for indirect (GST/HST) matters. In addition, the CRA now 
provide only reduced relief in certain circumstances under a new “Limited Program” and no 
longer allow no-name disclosures, among other things. For details, see TaxNewsFlash-
Canada 2017-34, “New VDP Guidelines — Large Corporations Losing Relief”, 
TaxNewsFlash-Canada 2017-36, “Less Relief under Draft GST VDP Guidelines” and 
TaxNewsFlash-Canada 2017-64, “Make Voluntary Disclosures Before March 2018”. 

Background 
The IRS relaunched a special voluntary disclosure initiative for individuals to disclose 
offshore entities or accounts in 2014. Taxpayers that intend to make a disclosure must 

https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-New-VDP-Guidelines-Large-Corporations-Losing-Relief.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-less-relief-under-draft-gst-vdp-guidelines.pdf
https://assets.kpmg.com/content/dam/kpmg/ca/pdf/tnf/2017/ca-make-voluntary-disclosures-before-march-2018.pdf
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file all original and amended tax returns and include payment for taxes, penalties and up 
to eight years of interest.   

Under the program, taxpayers must pay a penalty of 27.5% of the highest aggregate 
balance in their foreign bank accounts and entities or value of foreign assets during the 
eight full tax years before the disclosure. The offshore penalty increases to 50% (from 
27.5%) where the IRS or Department of Justice is investigating a financial institution 
where the taxpayer holds an account or another party facilitating the taxpayer’s offshore 
arrangement before a pre-clearance request is submitted. Taxpayers who decide to 
apply to the program must submit all account statements and pay the offshore penalty at 
the time of application. 

 
Filing compliance procedures  

The IRS has indicated that, although it intends to conclude its Offshore Voluntary 
Disclosure Program, it will maintain its Streamlined Filing Compliance Procedures for 
taxpayers who might not have been aware of their filing obligations. Under this program, 
which was introduced alongside the Offshore Voluntary Disclosure Program in 2014, the 
IRS has agreed to waive penalties and provide amnesty to encourage U.S. taxpayers, 
including those living in Canada, to disclose any unreported offshore assets. However, the 
IRS notes that it may also conclude this program at any time. 

KPMG observations 
In addition to the Streamlined Filing Compliance Procedures that will remain after the 
U.S. Offshore Voluntary Disclosure Program concludes, the IRS offers other options for 
taxpayers who previously failed to report certain foreign financial assets or pay all tax 
related to those assets. 

Taxpayers who have not filed a required Report of Foreign Bank and Financial Accounts 
(FBAR) (FinCEN Form 114) may qualify for the delinquent FBAR submission 
procedures in order to avoid penalties for failure to file delinquent FBARs. To be eligible 
for these procedures, a taxpayer must not be under a civil examination or criminal 
investigation by the IRS and must not have already been contacted by the IRS about the 
delinquent forms. 

In addition, taxpayers who have not filed one or more required international information 
returns may be able to avoid penalties for such reporting failures through the delinquent 
international information return submission procedures. To be eligible, a taxpayer that 
has a reasonable cause for not filing the information returns on time, cannot be under a 
civil examination or criminal investigation by the IRS and must not have already been 
contacted by the IRS about the delinquent international information returns. 
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We can help 

KPMG Canada’s experienced, multidisciplinary team of tax and advisory professionals can 
help you or your company meet all U.S. tax requirements. We provide advice to a wide 
range of financial services and general business organizations and can assist you to 
reduce the tax burden and enhance efficiencies. For more details, contact your KPMG 
adviser. 
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