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IRS Circular 230 Disclosure

+ Any tax information contained herein was not intended or written by
the authors or the authors’ firms to be used and it cannot be used by
any taxpayer for the purpose of avoiding penalties that may be
imposed on the taxpayer. Any tax information contained herein may
be held by Treasury or the IRS to have been written to support, as
that term is used in Treasury Department Circular 230, the
promotion or marketing of the transactions or matters addressed by
such information because the author has reason to believe that it
may be used or referred to by another person in promoting,
marketing or recommending a partnership or other entity,
investment plan or arrangement to one or more taxpayers. Before
using any tax information contained herein, a taxpayer should seek
advice based on the taxpayer's particular circumstances from an
independent tax advisor.
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Case Study, Part 1

¢+ On February 1, 2011, Bill and Frances Smith create “The Smith
Trust,” a foreign grantor trust and transfer the following assets to
The Trust.

e cash of $10,000,000

* securities valued at $10,000,000 (basis of $7,000,000)
¢+ The Trustee is an Isle of Man trust company.
+ The assets are managed and custodied in a Swiss account.
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Case Study, Part 1

¢+ What forms are the Smiths required to file with the federal

authorities?
Form # Description Due
3520 Annual Return to Report Transactions With 4/15%
Foreign Trusts and Receipt of Certain
Foreign Gifts
709 United States Gift (and Generation-Skipping 4/15*
Transfer) Tax Return
1040, Schedule B Complete Part III 4/15%
8938 Statement of Specified Foreign Financial Assets  4/15*
FinCEN Report 114 Report of Foreign Bank and Financial Accounts 6/30**
(fka TD F 90-22.1) (“FBAR”)

*Extended automatically if individual return extended
**Electronic filing will be required for 2013 reports .



3520 Annual Return To Report Transactions With OMB No. 1545 0159
Rt Foreign Trusts and Receipt of Certain Foreign Gifts 2011
Depariment ofthe Treasury
Infernal Revenue Service P See separate instructions.

Note. All information must be in English. Show all amounts in U.S. dollars. File a separate Form 3520 for each foreign trust.
For calendar year 2011, or tax year beginning February 1 2011, ending December 31 2011
A Check appropriate boxes. [Xl Initial return [ Final return  [] Amended return

B

Check box that applies to person filing return: [Xl Individual [ Partnership [ Corporation [ Trust [ Executor

Check all applicable boxes:

X

O

(@) You are a U.S. transferor who, directly or indirectly, transferred money or other property during the current tax year to a foreign trust,
(b) You held an cutstanding obligation of a related foreign trust (or a person related to the trust) issued during the current tax year, that you
reported as a ‘qualified obligation” (defined in the instructions) during the cument tax year, or (c) You are the executor of the estate of a U.S.
decedent and (1) the decedent made a transfer to a foreign trust by reason of death, (2) the decedent was treated as the owner of any portion of a
foreign trust immediately prior to death, or (3) the decedent’s estate included any portion of the assets of a foreign trust. Complete all applicable
identifying information requested below and Part | of the form and see the instructions for Part |.

You are a U.S. owner of all or any portion of a foreign trust at any time during the tax year. Complete all applicable identifying information
requested below and Part Il of the form and see the instructions for Part II.

(a) You are a U.S. person who, during the current tax year, received a distribution from a foreign trust, or (b) You are a U.S. person whoiis alsc a
grantor or beneficiary of a foreign trust (1) that has made a loan of cash or marketable securities, directly or indirectly, to you or a U.S. person
related to you during the current tax year, or (2) from which you or a U.S. person related to you received the uncompensated use of trust property.
Complete all applicable identifying information requested below and Part Ill of the form and see the instructions for Part Il

You are a U.S. person who, during the current tax year, received certain gifts or bequests from a foreign person. Complete all applicable
identifying information requested below and Part IV of the form and see the instructions for Part IV.

Service Center where U.S. person’s income tax return is filed ™ Fresno, California
1a  Name of person(s) filing retumn (see instructions) b Identification number
William J. and Frances K. Smith 123-45-6789
¢ Number, street, and room or suite no. (ifa P.O. box, see instructions) d Spouse’s identification number
123 Scenic Drive 234-56-7890
e City or town f State or province g ZIP or postal code h Country
San Diego CA 92100 USA
2a  Name of foreign trust (if applicable) b Employer identification number (if any)
The Smith Trust 99-1111111

€ Number, street, and room or suite no. (ifa P.O. box, see instructions)

c/o Prosperity Trust Company, 123 Main Street

d  City ortown e State or province T ZIP or postal code g Country
Douglas IM2 4RB Isle of Man
3 Did the foreign trust appoint a U.S. agent (defined in the instructions) who can provide the IRS with all relevant trust
information? . . . - - - - . [XYes [ONo

If “Yes,” complete lines 3a through 3g. If “No,” be sure to complete Part |, lines 15 through 18.

3a Name of U.S. agent b Identification number (if any)

George Jones 345-67-8901
€ Number, street, and room or suite no. (ifa P.O. box, see instructions)
567 First Street
d  City ortown e State or province T ZIP or postal code g Country
San Diego CA 92100 USA
4a Name of U.S. decedent (seeinstr.) b Address ¢ TIN of decedent
d  Dateof death e EIN of estate

f Check applicable box

D U.S. decedent made transfer to a foreign trust by reason of death.

[ uU.s. decedent treated as owner of foreign trust immediately prior to death.
[1 Assets of foreign trust were included in estate of U.S. decedent.

Under penalties of perjury, | declare that | have examined this return, including any panying reports, or and to the best of my

S|gn knowledge and belief, it is true, correct, and complete.
Here
Signature Title Date
R Print/Type preparer's name Preparer’s signature Date Check D if PTIN
Paid self-employed
Preparer
Use Only Firm'sname Firm’s EIN »
Firm’s address B> Phone no.
For Privacy Act and Paperwork Reduction Act Notice, see instructions. Form 3520 (2011)



Form 3520 (2011) Page 2
I Transfers by U.S. Persons to a Foreign Trust During the Current Tax Year (see instructions)

5a  Name of trust creator b Address ¢ Identification number (f any)
6a  Country code of country where trust was created | b Country code of country whose law govemsthetrust [ ¢ Date trust was created
IM IM 2/1/2011
7a Wil any person (other than the U.S. transferor or the foreign trust) be treated as the owner of the transferred assets after the transfer? E Yes m No
b 0] i) i) i) [
N;TS? :&z‘:g g?;‘?" Address Country of residence Identification number, if any Relesveacr;itoﬁode
8  Wasthetransfer a completed gift or bequest? If “Yes,” see instructions . . . . . . . . . O Yes m No
9a Now orin the future, can any part of the income or corpus of the trust benefit any U.S. beneficiary?. X Yes [ Ne
b If“No,” could the trust be revised or amended to benefit a U.S. beneficiary?. . D Yes D No
10 Will you continue to be treated as the owner of the transferred asset(s) after the transfer? . P X ves [ No
Schedule A—Obligations of a Related Trust (see instructions)
11a During the current tax year, did you transfer property (including cash) to a related foreign trust in exchange for an
obligation of the trust or an obligation of a person related to the trust (see instructions)? O ves [X No
If “Yes,” complete the rest of Schedule A, as applicable. If “No,” go to Schedule B.
b Were any of the obligations you received (with respect to a transfer described in 11a above) qualified obligations? . O ves O No
If “Yes,” complete the rest of Schedule A with respect to each qualified obligation.
If “No,” go to Schedule B and, when completing columns (&) through (i) of line 13 with respect to each nonqualified
obligation, enter “-0-” in column (h).
0 (ii) i) )
Date of transfer giving rise to obligation Maximum term Yield to maturity FMV of obligation
12 With respect to each qualified obligation you reported on line 11b: Do you agree to extend the period of assessment of
any income or transfer tax attributable to the transfer, and any consequential income tax changes for each year that
the obligation is outstanding, to a date 3 years after the maturity date of the obligation? . . . . . . . . . [J Yes [J No
Note. Generally, you must answer “Yes,” if you checked “Yes” to the question on line 11b.
Schedule B—Gratuitous Transfers (see instructions)
13 During the current tax year, did you make any transfers (directly or indirectly) to the trust and receive less than FMV,
or no consideration at all, for the property transferred? . . . . . . . . . . . . . . . . . . . [KYes [ONo
If “Yes,” complete columns (a) through (i) below and the rest of Schedule B, as applicable.
If “No,” go to Schedule C.
®
) i (] n
@ ® © U.S. adjusted © Bxcess, ifany,. | o hption ) 0
Date of Description FMV of property basis of Gain re_cognlzed of column'ic) of property FMV of property Excessiof
of property at time of over the sum of ! . column (c) over
transfer transferred property received, received
transferred transfer columns y column (h)
transferred if any
(d)and (e)
21111 |Cash 10.000.000 10.000.000 [1] O|N/A N/A 10,000,000
211111 |Securities 10,000,000 7,000,000 Q 3,000,000 N/A N/A 10,000,000
Totals » $ 3,000,000 $ 20.000.000
14 You are required to attach a copy of each sale or loan document entered into in connection with a transfer reported on line 13. If these
documents have been attached to a Form 3520 filed within the previous 3 years, attach only relevant updates
Attached Year
Are you attaching a copy of: Yes No Previously Attached
a  Sale document? O O O
b Loandocument? . s o6 s > B e O O O
¢ Subsequent variances to original sale or loan documents? . [ ]

Form 3520 (2011)



Form 3520 (2011)
Schedule B—Gratuitous Transfers (Continued)
Note. Complete lines 15 through 18 only if you answered “No” to line 3.

Page 3

" @ © us. be(rzﬁciary? (d) _
Name of beneficiary Address of beneficiary number, if any
Yes No
16 @ (b) (©)
Name of trustee Address of trustee Identification number, if any
17 Name of o(lﬁ)er persons ©) P Descr?;zion of T .
with trust powers Address of other persons with trust powers powers Identification number, if any
18  If you checked “No” on line 3 (or did not complete lines 3a through 3g), you are required to attach a copy of all trust documents as indicated
below. If these documents have been attached to a Form 3520-A filed within the previous 3 years, attach only relevant updates.
Attached Year
Are you attaching a copy of: Yes No  Previously Attached
a Summary of all written and oral agreements and understandings relating to the trust? . O O O
b The trust instrument? . O O O
¢ Memoranda or letters of wishes? - O O O
d Subsequent variances to original trust documents? . O O O
e Trust financial statements? . O O O
f _Cthertrust documents? . . . . R R S S S ] | [l
Schedule C—Qualified Obligations Outstanding in the Current Tax Year (see instructions)
19  Did you, at any time during the tax year, hold an outstanding obligation of a related foreign trust (or a person related to

the trust) that you reported as a “qualified obligation” in the current tax year?

If “Yes,” complete columns (a) through (e) below.

O Yes [X No

(a)
Date of original
obligation

Tax year qualified
obligation first reported

©)
Amount of principal
payments made during
the tax year

Amount of interest
payments made during
the tax year

(e)
Does the obligation
stillmeet the
criteria for a
qualified obligation?

Yes No

Form 3520 (2011)

10



Form 3520 (2011) Page 4

:idll  U.S. Owner of a Foreign Trust (see instructions)

20 yorne of Sher foel © @ « Relevant Cod
tarTs? gw%sg, i?’:,:?" Address Country of residence Identification number, if any ee;/:gnono &
N/A
27 @ ®) ©
Country code of country where foreign trust Country code of country whose law gaverns the foreign trust Date foreign trust was created
was created
M M 2/1/11
22 Did the foreign trust file Form 3520-A for the current year? . . . Lo . . |X| Yes D No
If “Yes,” attach the Foreign Grantor Trust Owner Statement you received from the forelgn trust.
If “No,” to the best of your ability, complete and attach a substitute Form 3520-A for the foreign trust.
See instructions for information on penalties.
23 Enter the gross value of the portion of the foreign trust that you are treated as owning . . . . rS3 18 700 000

[EII Distributions to a U.S. Person From a Foreign Trust During the Current Tax Year (see instrictions) NIA

24 Cash amounts or FMV of property received, directly or indirectly, during the current tax year, from the foreign trust (exclude loans included on line 25).

() (0] @© 0
(a) (] FMV of property received Description of
Date of distribution Description of property received (determined on date of property transferred, FMtV of ?rop:rty Exzess oflcolumn ©
distribution) fany ransferre over column (e)
Totals. . . . L . P|$
25 During the current tax year, dld you (or a person related to you) receive a Ioan from a related fore\gn trust {including an
extension of credit upon the purchase of property fromthetrust? . . . . . . . . . . . . . . . . [OYes [X No

If “Yes,” complete columns (a) through (g) below for each such loan.

Note. You are considered to have received a loan if you (or a U.S. person related to you) were permitted the
uncompensated use of trust property (as described in section 643(). See instructions for additional information,
including how to complete columns (@) through (g) for such transactions.

@ ) @ i) (@
@ Date of original Maximum term of | o rate | - il otlgaione FMV of qualified Amotntoatad: os WIRABIHN
FMVofloan proceeds [ =% gt' repayment of Fobiaat aual fiedodlication b ‘;_ frorm the trust (subt-ac:
oan transaction obligation ofobligation ™y gq No obligation colurnn () from colurin (@)
Total P e >3

26 With respect to each obligation you reported as a “qualified obligation” on line 25: Do you agree to extend the
period of assessment of any income or transfer tax attributable to the transaction, and any consequential income
tax changes for each year that the obligation is outstanding, to a date 3 years after the maturity date of the

obligation? . . . . . . . . . . . . O ves O nNo
Note. Generally, you must answer “Yes’ if you checked “Yes” in column (e) of line 25.
27 Total distributions received during the current tax year. Add line 24, column (f), and line 25, column (g) . > $
28 Did the trust, at any time during the tax year, hold an outstanding obligation of yours (or a person related to you)
that you reported as a “qualified obligation” in the current tax year?. . . . . . . . . . . . . O ves 0O nNo
If “Yes,” complete columns (a) through (&) below for each obligation.
(O] (e)
(@) T ®) A (cf) incioal Amount of Does the loan still meet the
Date of original loan orest mountiof principal interest payments criteria of a qualified
N qualified obligation payments made during . obligation?
transaction fi made during
irst reported the tax year
the tax year Yes No
Form 3520 2011)

11



Form 3520 (2011) Page 5
UMl Distributions to a U.S. Person From a Foreign Trust During the Current Tax Year (Continued)
29 Did you receive a Foreign Grantor Trust Beneficiary Statement from the foreign trust with respect to a
distribution? . . . . . . . . . . . . . . . . . . . . . . . . . . OvesOnNoe Ona
If “Yes,” attach the statement and do not complete the remainder of Part IIl with respect to that distribution.
If “No,” complete Schedule A with respect to that distribution. Also complete Schedule C if you enter an
amount greater than zero on line 37.
30 Did you receive a Foreign Nongrantor Trust Beneficiary Statement from the foreign trust with respect to a
distribution? . . . O ves O ne O nA
If “Yes,” attach the statement and complete either Schedule A or Schedule B below (see |nstruct|ons) Also
complete Schedule Cif you enter an amount greater than zero on line 37 or line 41a.
If “No,” complete Schedule A with respect to that distribution. Also complete Schedule C if you enter an
amount greater than zero on line 37.
Schedule A—Default Calculation of Trust Distributions (see instructions)
3 Enter amount from line 27 P
32 Number of years the trust has been a forelgn trust (see |nstructtons) R &
33 Enter total distributions received from the foreign trust during the 3 preceding tax years {or during the number of
years the trust has been a foreign trust, if fewer than 3)
34 Multiply line 33 by 1.25
35  Average distribution. Divide line 34 by 3 (or the number of years the trust has been a foretgn trust |f fewer than 3)
and enter the result
36  Amount treated as ordinary income earned in the current year. Enter the smaller of line 31 orline 35.
37 Amount treated as accumulation distribution. Subtract line 36 from line 31. If-0-, do not complete the rest of Part [l
38  Applicable number of years of trust. Divide line 32 by 2 and enter the result here . P
Schedule B—Actual Calculation of Trust Distributions (see instructions)
39 Enter amount from line 27 x
40a Amount treated as ordinary income in the current tax year . F
b Qualified dividends . . . N &
41a  Amount treated as accumulation distribution. If -0-, do not complete Schedule C, Part Il .
b Amount of line 41a that is tax-exempt . . . . A &
42a Amount treated as net short-term capital gain in the current tax year .
b Amount treated as net long-term capital gain in the current tax year eow w
¢ 28% rate gain . . . J N 6
d Unrecaptured section 1250 gain . . . Lo . &
43 Amount treated as distribution from trust corpus .
44 Enter any other distributed amount received from the foreign trust not |nc|uded on Itnes 40a 41a 42a 42b and 43
(attach explanation)
45  Amount of foreign trust’s aggregate undistributed net income .
46 Amount of foreign trust’s weighted undistributed net income 5 8 % %
47 Applicable number of years of trust. Divide line 46 by line 45 and enter theresult here . B>
Schedule C—Calculation of Interest Charge (see instructions)
48 Enter accumulation distribution from line 37 or 41a, as applicable .
49  Enter tax on total accumulation distribution from line 28 of Form 4970 (attach Form 4970—see tnstructlons)
50  Enter applicable number of years of foreign trust from line 38 or 47, as applicable (round
to nearest halfyear) . . . . . . . . . . R &
51 Combined interest rate imposed on the total accumulation distribution (see instructions) .
52 Interest charge. Multiply the amount on line 49 by the combined interest rate on line 51
53  Tax attributable to accumulation distributions. Add lines 49 and 52. Enter here and as “additional tax on your

income tax return .

Form 3520 (2011)

12



Form 3520 (2011) Page 6

i:Uudl U.S Recipients of Gifts or Bequests Received During the Current Tax Year From Foreign Persons
(see instructions) N/A

54 During the current tax year, did you receive more than $100,000 that you treated as gifts or beguests from a
nonresident alien or a foreign estate? See instructions for special rules regarding related donors . . : . O Yes O nNo

If “Yes,” complete columns (@) through (c) with respect to each such gift or bequest in excess of $5,000. If more space
is needed, attach schedule.

Date(agf git R ) © !
or bequest Description of property received FMV of property received
Total e s s s w W 5w 4 s s w w5 a & Bw s w s e w w w u n e s . >

55 During the current tax year, did you receive more than $14,375 that you treated as gifts from a foreign corporation or a
foreign partnership? See instructions regarding related donors. . . . . . . . . . . . . . . O ves O nNo

If “Yes,” complete columns (a) through (g) with respect to each such gift. If more space is needed, attach schedule.

(d)
(@ ®) © iFcati
Date of gift Name of foreign donor Address of foreign donor Identlﬁc?ftl::ynumber,
()
Check the box that applies to the foreign donor . 0 . © .

Description of property received FMV of property received

Corporation Partnership

56 Do you have any reason to believe that the foreign donor, in making any gift or bequest described in lines 54 and 55,
was acting as a nominee or intermediary for any other person? If “Yes,” see instructions . . . . . : . [ Yes [ No
Form 3520 2011)

13



William J. Smith
SSN: 123-45-6789

Schedule 1 to Part 3 of Schedule A

Disclosure Under Req. Sec. 25.6019-3(a
Reqgarding Incomplete Gift

Taxpayer made transfers to a trust in 2011 that are considered incomplete gifts
due to the power of appointment retained by the grantor under the trust
instrument of settlement. Therefore, the transfers listed below are not completed
gifts and are not subject to gift tax for the year 2011 (Regulation
Section 25.2511-2). The incomplete gifts shown below were transfers to a foreign
trust, and therefore, will be reported on Form 3520 and filed with the appropriate
Internal Revenue Service office. Attached to this Form 709 is a copy of the trust
instrument of settlement for the trust indicated below.

As required under Regulation Section 25.6019-3(a), the taxpayer is disclosing
the incomplete gifts made during 2011 as follows:

Gift/Donee Basis Date FMV

1. Cash and Securities

The Smith Trust
Prosperity Trust Company
Limited, Trustee

123 Main Street

Douglas

Isle of Man IM2 4RB

99-1111111 $8,500,000 2/1/2011  $10,000,000

14



SCHEDULE B OMB No. 1545-0074

{Form 10404 or 1040) Interest and Ordinary Dividends =
2011
Department of the Treasury P Attach to Form 104DA or 1040. P See instructions on back. Attachment
Internal Revenue Service (99) Sequence No. 8
Name(s) shown on return Your social security number
William J. and Frances K. Smith 123-45-6789
Part | 1 List name of payer. If any interest is from a seller-financed mortgage and the Amount
buyer used the property as a personal residence, see instructions on back and list
Interest this interest first. Also, show that buyer's social security number and address P>
Wells Farqgo Bank 25,000
Charles Schwab 18,000
(Seednsfructions The Smith Trust 300,000

on back and the
instructions for

Form 1040A, or
Form 1040, 1
line 8a.)

Note. If you
received a Form
1098-INT, Form
1098-0ID, or
substitute
statement from

a brokerage firm,
list the firm's
name &s the 2  Addthe amountson line 1 . . . 2 343,000.00

payer and enter 3  Excludable interest on series EE and | U.S. savings bonds issued after 1989.

the total interest
shown on that Attach Form 8815. . . . . R R T 3
form 4  Subtract line 3 from line 2. Enter the result here and on Form 1040A, or Form
1040, line8a . . . . . . . . .. . . . . .. .. .. . . .»l|a 343,000.00
Note. If line 4 is over $1,500, you must complete Part IIl. Amount

Partll 5  List name of payer P

. Charles Schwab 80,000
Ordinary The Smith Trust 150,000
Dividends
(See instructions
on back and the
instructions for
Form 1040A, or
Form 1040, 5
line 9a.)
Note. If you
received a Form
1098-DIV or
substitute
statement from
a brokerage firm,
list the firm’s
name as the
payer and enter
the ordinary 6 Add the amounts on line 5. Enter the total here and on Form 1040A, or Form

dividends shown

o that o 1040 line9a . . . . . . T N 230,000.00
Note. If line 6 is over $1,500, you must complete Part Il

You must complete this part if you (a) had over $1,500 of taxable interest or ordinary dividends; (b) had a
foreign account; or (c) received a distribution from, or were a grantor of, or a transferor to, a foreign trust. Yes| No
Part lll 7a At any time during 2011, did you have a financial interest in or signature authority over a financial
F - account (such as a bank account, securities account, or brokerage account) located in a foreign
orelgn country? See instructions . . o . Lo X
Accounts If “Yes,” are you required to file Form TD F 90-22.1 to report that financial interest or signature
and Trusts authority? See Form TD F 90-22.1 and its instructions for filing requirements and exceptions to
(See thoserequiremems.......................X
g\:[t:[(u;:tlons an b If you are required to file Form TD F 90-22.1, enter the name of the foreign country where the
i financial account is located . .. . . » Switzerland
8  During 2011, did you receive a distribution from, or were you the grantor of, or transferor to, a
foreign trust? If “Yes,” you may have to file Form 3520. See instructions on back X

= For Paperwork Reduction Act Notice, see your tax return instructions. Schedule B (Form 1040A or 1040) 2011



. 8938 Statement of Specified Foreign Financial Assets OME Mo, 15452195

(November 2011)

Department of the Treasury P See separate instructions P Attach to your tax return
Internal Reverue Service

Attachment
Sequence No. 175

If you have attached additional sheets, check here O

Name(s) shown on return |dentifying number

William J. and Frances K. Smith 123-45-6789

Number, street, and room or suite no. (if a P.O. box, see instructions)

123 Scenic Drive

City or town, province or state, and country (including postal code)

San Diego, CA 92100

For tax year beginning January 2011 and endingDecember 2011

Note. All information must be in English. Show all amounts in U.S. dollars. Show currency conversion rates in Part |, line 6(2), or
Part I, line 6(2).

Type of filer

a Specified individual (1)[X] Married filing a joint return  (2)[J Other individual

b Specified domestic entity (1) Partnership (2)[0 Corporation (3)0 Trust (4)[] Estate

Check this box if this is an original, amended, or supplemental Form 8938 for attachment to a previously filed return . . . . . []

Foreign Deposit and Custodial Accounts (see instructions)

If you have more than one account to report, attach a continuation sheet with the same information for each additional account (see
instructions).

1 Type of account [ Deposit [ Custodial 2 Account number or other designation

3 Check all that apply a [ Account opened during tax year b [J Account closed during tax year
¢ [ Account jointly owned with spouse d [ No tax item reported in Part lll with respect to this asset

4  Maximum value of account during tax year . . o . .3
5 Did you use a foreign currency exchange rate to convert the value of the account into U.S. dollars? . . [dves [INo
6 If you answered “Yes’ to line 5, complete all that apply.
{1) Foreign currency in which {2) Foreign currency exchange rate used to | {3) Source of exchange rate used if not from
account is maintained convertto U.S. dollars U.S. Treasury Financial Management Service

7  Name of financial institution in which account is maintained

8  Mailing address of financial institution in which account is maintained. Number, street, and room or suite no.

9  City or town, province or state, and country (including postal code)

Other Foreign Assets (see instructions)
Note. /f you reported specified foreign financial assets on Forms 3520, 3520-A, 5471, 8621, or 8865, you do not have to include the
assets on Form 8938. You must complete Part IV. See instructions.
If you have more than one asset to report, attach a continuation sheet with the same information for each additional asset (see
instructions)

1 Description of asset 2 Identifying number or other designation

3 Complete all that apply
a Date asset acquired during tax year, if applicable
Date asset disposed of during tax year, f applicable .

¢ [0 Check if asset jointly owned with spouse d [ Check if no tax item reported in Part |1l with respect to this asset
4 Maximum value of asset during tax year (check box that applies)
a [J$0-$50,000 b [J$50,001-$100000 ¢ [J $100,001-$150,000 d [J $150,001 - $200,000
e If morethan $200,000, listvalue . . . . . . . . . . . . . . . . . . . .. ... %
5 Did you use a foreign currency exchange rate to convert the value of the asset into U.S. dollars? . . . dyes  [ONo
For Paperwork Reduction Act Notice, see the separate instructions. Fom 8938 (11-2011)
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Form 8938 (11-2011) Page 2
Other Foreign Assets (continued)
6 If you answered “Yes” to line 5, complete all that apply.
{1) Foreign currency in which asset | (2) Foreign currency exchange rate used to | {3) Source of exchange rate used if not from
is denominated convertto U.S. dollars U.S. Treasury Financial Management Service

7  If asset reported in Partll, line 1, is stock of a foreign entity or an interest in a foreign entity, report the following information.
Name of foreign entity

Type of foreign entity (1 Partnership (20 Corporation (3)J Trust (4 Estate
[0 Check if foreign entity is a PFIC

Mailing address of foreign entity. Number, street, and room or suite no.

Q0 oo

e City or town, province or state, and country (including postal code)

8 If asset reported in Part I, line 1, is not stock of a foreign entity or an interest in a foreign entity, enter the following information
for the asset.
Note. If this asset has more than one issuer or counterparty, attach a continuation sheet with the same information for each
additional issuer or counterparty (see instructions).
a Name of issuer or counterparty

Check if information is for O Issuer [ Counterparty
b Type of issuer or counterparty

(MO Individual (2)d Partnership (3)0 Corporation (4)O Trust (5)0 Estate
¢ Check if issuer or counterparty is a [ u.S. person [ Foreign person

d Mailing address of issuer or counterparty. Number, street, and room or suite no.

e City or town, province or state, and country (including postal code)

Summary of Tax ltems Attributable to Specified Foreign Financial Assets (see instructions)
Amount reported on Where reported
Asset Category Tax item form or schedule Form and line Schedule and line

|. Foreign Deposit and Interest

Custodial Accounts Dividends
Royalties
Other income
Gains (losses)
Deductions
Credits
Interest
Dividends
Royalties
Other income
Gains (losses)
Deductions
Credits $
W_Excepted Specified Foreign Financial Assets (see instructions)
If you reported specified foreign financial assets on the following forms, check the appropriate box(es). Indicate number of forms filed.
You do not need to include these assets on Form 8938 for the tax year.

II. Other Foreign Assets

=(o|alo|Tje || e |a|o|T|e
|| |o|v|ea|v|a|v|lale|e]en

\(=]

X 3520  Number of forms 1 X 3520-A Number of forms 1 [ 5471 Number of forms
[ 8621  Number of forms [ 8865  Number of forms

Form 8938 (11-2011)
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TD F 90-22.1 REPORT OF FOREIGN BANK -, .
R dny 51 AND FINANCIAL ACCOUNTS Vet 1
epartment of the Treasury 20 1 1
Do not “595‘?:‘?::: editions of Do NOT file with your Federal Tax Return Amended [J

Filer Information

2 Type of Filer
a m Individual b D Partnership c D Corporation d D Consdlidated e D Fiduciary or Other—Enter type

3 U.S. Taxpayer Identification Number| 4 Foreign identification (Complete only if item 3 is not applicable.) 5 Individual’'s Date of Birth
MM/DD/YYYY
123-45-6789 a Type: O Passport [ other

If filer has no U.S. Identification

Number complete Item 4. b Number ¢ Country of Issue 03/05/1 929
6 Last Name or Organization Name 7 FirstName 8 Middle Initial
Smith William J.

9 Address (Number, Street, and Apt. or Suite No.)

123 Scenic Drive
10 City 11 State 12 Zip/Postal Code 13 Country

San Diego CA 92100 USA

14 Does the filer have a financial interestin 25 or more financial accounts?

D Yes  If “Yes” enter total number of accounts

(If “Yes” is checked, do not complete Part Il or Part lll, but retain records of this information)

m No
x40 Information on Financial Account(s) Owned Separately
16 Type ofaccount a[ |Bank b []Secuities ¢ [_] Other—Enter type below

15 Maximum value of account during calendar year reported

17 Name of Financial Institution in which account is held

18 Account number or other designation | 19 Mailing Address (Number, Street, Suite Number) of financial institution in which account is held

20 City 21 State, it known 22 Zip/Postal Code, ifknown | 23 Country

4 Filer Signature 45 Filer Title, if not reporting a personal account 46 Date (MM/DD/YYYY)

File this form with: U.S. Department of the Treasury, P.O. Box 32621, Detroit, M| 48232-0621

This form should be used to report a financial interest in, signature authority, or other authority over one or more financial accounts in foreign
countries, as required by the Department of the Treasury Regulations 31 CFR 1010.350 (formerly 31 CFR 103.24). No report is required if the aggregate
value of the accounts did not exceed $10,000. See Instructions For Definitions.

PRIVACY ACT AND PAPERWORK REDUCTION ACT NOTICE

Pursuant to the requirements of Public Law 93-579 (Privacy Act of 1974), notice is hereby given that the autherity to collect information on TD F
90-22.1 in accordance with 5 USC 552a (g) is Public Law 91-508; 31 USC 5314; 5 USC 301; 31 CFR 1010.350 formerly 31 CFR 103.24).

The principal purpose for collecting the information is to assure maintenance of reports where such reports or records have a high degree of
usefulness in criminal, tax, or regulatory investigations or proceedings. The information collected may be provided to those officers and employees of
any constituent unit of the Department of the Treasury who have a need for the records in the performance of their duties. The records may be referred
to any other department or agency of the United States upon the request of the head of such department or agency for use in a criminal, tax, or
regulatory investigation or proceeding. The information collected may also be provided to appropriate state, local, and foreign law enforcement and
regulatory personnel in the performance of their official duties. Disclosure of this information is mandatory. Civil and criminal penalties, including in
certain circumstances a fine of not more than $500,000 and imprisonment of not more than five years, are provided for failure to file a report, supply
information, and for filing a false or fraudulent report. Disclosure of the Social Security number is mandatory. The authority to collect is 31 CFR
1010.350 (formerly 31 CFR 103.24) . The Social Security number will be used as a means to identify the individual who files the report.

The estimated average burden associated with this collection of information is 75 minutes per respondent or record keeper, depending on individual
circumstances. Comments regarding the accuracy of this burden estimate, and suggestions for reducing the burden should be directed to the Internal
Revenue Service, Bank Secrecy Act Policy, 5000 Ellin Road C-3-242, Lanham MD 207086.

Form TD F 90-22.1 (Rev. 1-2012) 18



Information on Financial Account(s) Owned Jointly Form TD F 90-22.1
Complete a Separate Block for Each Account Owned Jointly P;ge N:m;er
This side can be copied as mary times as necessary in order to provide information on all accounts. ="=
1 Filing for calendar 34 Check appropriate Identification Number B LastName or Organization Name
yesr m Taxpayer Identification Number
201 1 D Foreign Identification Number
Enter identification number here:
123-45-6789 Smith
15 Maximum value of account during calendar year reported 16 Type of account a D Bank b m Securities ¢ D Other —Enter type below
20,000,000

17 Name of Financial Institution in which account is held
Swiss Bank

18 Account number or other designation | 19  Mailing Address (Number, Street, Suite Number) of financial institution in which account is held
555666777888 25 Rue Prosperite

20 City 21 State, it known 22 Zip/Postal Code, if known | 23 Country
Geneva Switzerland

24 Number of joint owners for this account | 25 Taxpayer Identification Number of principal joint owner, if known. See instructions.

1]234-56-7890

26 Last Name or Organization Name of principal joint owner 27 FirstName of principal joint owner, if known 28  Middle initial, if known
Smith Frances K.

29 Address (Number, Street, Suite or Apartment) of principal joint owner, if known
123 Scenic Drive

30 City, if known 31 State, it known 32 Zip/Postal Code, if known | 33 Country, if known
San Diego CA 92100 USA

15 Maximum value of account during calendar year reported 16 Type of account a D Bank b D Securities ¢ D Other —Enter type below

17 Name of Financial Institution in which account is held

18 Account number or other designation | 19 Mailing Address (Number, Street, Suite Number) of financial institution in which account is held

20 City 21 State, it known 22 Zip/Postal Code, if known | 23 Country

24 Number of joint owners for this account | 28 Taxpayer Identification Number of principal joint owner, if known. See instructions.

26 Last Name or Organization Name of principal joint owner 27 FirstName of principal joint owner, if known 28  Middle initial, if known

29 Address (Number, Street, Suite or Apartment) of principal joint owner, if known

30 City, if known 31 State, it known 32 Zip/Postal Code, if known | 33 Country, if known

15 Maximum value of account during calendar vear reported 16 Type of account a |:| Bank b |:| Securities ¢ |:| Other —Enter type below

17 Name of Financial Institution in which account is held

18 Account number or other designation | 19 Mailing Address (Number, Street, Suite Number) of financial institution in which account is held

20 City 21 State, it known 22 Zip/Postal Code, if known | 23 Country

24 Number of joint owners for this account | 25 Taxpayer Identification Number of principal joint owner, if known. See instructions.

26 Last Name or Organization Name of principal joint owner 27 FirstName of principal joint owner, if known 28  Middle initial, if known

29 Address (Number, Street, Suite or Apartment) of principal joint owner, if known

30 City, if known 31 State, it known 32 Zip/Postal Code, if known | 33 Country, if known

Form TD F 90-22.1 (Rev. 1-2012)
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TD F 90-22.1 REPORT OF FOREIGN BANK -, .
R dny 51 AND FINANCIAL ACCOUNTS Vet 1
epartment of the Treasury 20 1 1
Do not “595‘?:‘?::: editions of Do NOT file with your Federal Tax Return Amended [J

Filer Information

2 Type of Filer
a m Individual b D Partnership c D Corporation d D Consdlidated e D Fiduciary or Other—Enter type

3 U.S. Taxpayer Identification Number| 4 Foreign identification (Complete only if item 3 is not applicable.) 5 Individual’'s Date of Birth
MM/DD/YYYY
234-56-7890 a Type: O Passport [ other

If filer has no U.S. Identification

Number complete Item 4. b Number ¢ Country of Issue 06/22/1 930
6 Last Name or Organization Name 7 FirstName 8 Middle Initial
Smith Frances K.

9 Address (Number, Street, and Apt. or Suite No.)

123 Scenic Drive
10 City 11 State 12 Zip/Postal Code 13 Country

San Diego CA 92100 USA

14 Does the filer have a financial interestin 25 or more financial accounts?

D Yes  If “Yes” enter total number of accounts

(If “Yes” is checked, do not complete Part Il or Part lll, but retain records of this information)

m No
x40 Information on Financial Account(s) Owned Separately
16 Type ofaccount a[ |Bank b []Secuities ¢ [_] Other—Enter type below

15 Maximum value of account during calendar year reported

17 Name of Financial Institution in which account is held

18 Account number or other designation | 19 Mailing Address (Number, Street, Suite Number) of financial institution in which account is held

20 City 21 State, it known 22 Zip/Postal Code, ifknown | 23 Country

4 Filer Signature 45 Filer Title, if not reporting a personal account 46 Date (MM/DD/YYYY)

File this form with: U.S. Department of the Treasury, P.O. Box 32621, Detroit, M| 48232-0621

This form should be used to report a financial interest in, signature authority, or other authority over one or more financial accounts in foreign
countries, as required by the Department of the Treasury Regulations 31 CFR 1010.350 (formerly 31 CFR 103.24). No report is required if the aggregate
value of the accounts did not exceed $10,000. See Instructions For Definitions.

PRIVACY ACT AND PAPERWORK REDUCTION ACT NOTICE

Pursuant to the requirements of Public Law 93-579 (Privacy Act of 1974), notice is hereby given that the autherity to collect information on TD F
90-22.1 in accordance with 5 USC 552a (g) is Public Law 91-508; 31 USC 5314; 5 USC 301; 31 CFR 1010.350 formerly 31 CFR 103.24).

The principal purpose for collecting the information is to assure maintenance of reports where such reports or records have a high degree of
usefulness in criminal, tax, or regulatory investigations or proceedings. The information collected may be provided to those officers and employees of
any constituent unit of the Department of the Treasury who have a need for the records in the performance of their duties. The records may be referred
to any other department or agency of the United States upon the request of the head of such department or agency for use in a criminal, tax, or
regulatory investigation or proceeding. The information collected may also be provided to appropriate state, local, and foreign law enforcement and
regulatory personnel in the performance of their official duties. Disclosure of this information is mandatory. Civil and criminal penalties, including in
certain circumstances a fine of not more than $500,000 and imprisonment of not more than five years, are provided for failure to file a report, supply
information, and for filing a false or fraudulent report. Disclosure of the Social Security number is mandatory. The authority to collect is 31 CFR
1010.350 (formerly 31 CFR 103.24) . The Social Security number will be used as a means to identify the individual who files the report.

The estimated average burden associated with this collection of information is 75 minutes per respondent or record keeper, depending on individual
circumstances. Comments regarding the accuracy of this burden estimate, and suggestions for reducing the burden should be directed to the Internal
Revenue Service, Bank Secrecy Act Policy, 5000 Ellin Road C-3-242, Lanham MD 207086.

Form TD F 90-22.1 (Rev. 1-2012) 20



i} Information on Financial Account(s) Owned Jointly Form TD F 90-22.1
Page Number

Complete a Separate Block for Each Account Owned Jointly

2 o 2
This side can be copied as many times as necessary in order to provide information on all accounts.
1 Filing for calendar 34 Check appropriate ldentification Number 6 LastName or Organization Name
ear
Y m Taxpayer |dentification Number
201 1 D Foreign Identification Number
Enter identification number here:
234-56-7890 Smith
15 Maximum value of account during calendar year reported 16 Type of account a D Bank b m Securities ¢ D Other —Enter type below
20,000,000
17 Name of Financial Institution in which account is held
Swiss Bank
18 Account number or other designation | 19  Mailing Address (Number, Street, Suite Number) of financial institution in which account is held
555666777888 25 Rue Prosperite
20 City 21 State, if known 22 Zip/Postal Code, ifknown | 23 Country
Geneva Switzerland
24 Number of joint owners for this account | 25 Taxpayer Identification Number of principal joint owner, if known. See instructions.
26 Last Name or Organization Name of principal joint owner 27 First Name of principal joint owner, if known 28 Middle initial, if known

Smith William J.

29 Address (Number, Street, Suite or Apartment) of principal joint owner, if known

123 Scenic Drive

30 City, if known 31 State, if known 32 Zip/Postal Code, if known 33 Country, if known
San Diego CA 92100 USA
15 Maximum value of account during calendar year reported 16 Type of account a D Bank b D Securities ¢ D Other —Enter type below

17 Name of Financial Institution in which account is held

18 Account number or other designation | 19 Mailing Address (Number, Street, Suite Number) of financial institution in which account is held

20 City 21 State, if known 22 Zip/Postal Code, ifknown | 23 Country

24 Number of joint owners for this account | 28 Taxpayer Identification Number of principal joint owner, if known. See instructions.

26 Last Name or Organization Name of principal joint owner 27 First Name of principal joint owner, if known 28 Middle initial, if known

29 Address (Number, Street, Suite or Apartment) of principal joint owner, if known

30 City, if known 31 State, if known 32 Zip/Postal Code, if known 33 Country, if known

15 Maximum value of account during calendar year reported 16 Type of account a |:| Bank b |:| Securities € |:| Other —Enter type below

17 Name of Financial Institution in which account is held

18 Account number or other designation | 19 Mailing Address (Number, Street, Suite Number) of financial institution in which account is held

20 City 21 State, if known 22 Zip/Postal Code, ifknown | 23 Country

24 Number of joint owners for this account | 25 Taxpayer Identification Number of principal joint owner, if known. See instructions.

26 Last Name or Organization Name of principal joint owner 27 First Name of principal joint owner, if known 28 Middle initial, if known

29 Address (Number, Street, Suite or Apartment) of principal joint owner, if known

30 City, if known 31 State, if known 32 Zip/Postal Code, if known 33 Country, if known

Form TD F 90-22.1 (Rev. 1-2012)
21



Case Study, Part 1

+ What forms is the trustee required to file?

Form # Description Due
56 Notice Regarding Fiduciary Relationship various
3520-A Annual Information Return of Foreign Trust 3/15%

with U.S. Owner

Form 1041 U.S. Income Tax Return for Estates and Trusts 4/15%

* Can be extended until September 15

G 22



Case Study, Part 2



Annual Information Return of Foreign OMB No. 1545-0160

Trust With a U.S. Owner

Form 3520'A

Department of the Treasury
Internal Revenue Service

{Under section 6048(b))

P See separate instructions.

2011

Note: A/l information must be in English. Show all amounts in U.S. dollars.

For calendar year 2011, or tax year beginning

February 1 2011, ending

December 31 2011

Check appropriate boxes.

X Initial return

[ Final retum

[] Amended return

Part | General Information (see instructions)
1a Name of foreign trust b Employer identification number
The Smith Trust 991111111
¢ Number, street, and room or suite no. (if a P.O. box, see instructions)
c/o Prosperity Trust Company, 123 Main Street
d City or town e State or province f ZIP or postal code g Country
Douglas IM2 4RB Isle of Man

2 Did the foreign trust appoint a U.S. agent (defined in the instructions) who can provide the IRS with all relevant trust

information?

If “Yes,” skip lines 2a through 2e and go to line 3.
If “No,” you are required to attach a copy of all trust documents as indicated below. If these documents have been attached to a Form 3520-A
filed within the previous 3 years, attach only relevant updates.

Xl Yes [ No

Attached Year
Have you attached a copy of: Yes No Previously  Attached
a Summary of all written and oral agreements and understandings relating to the trust? O O O
b The trust instrument? . O O O
¢ Memoranda or letters of wishes? .o O O O
d Subsequent variances to original trust documents? O | O
e Other trust documents? O [l O
3a Name of U.S. agent b Identification number
George Jones 345-67-8901

¢ Number, street, and room or suite no. (if a P.O. box, see instructions)

567 First Street

d City or town e State or province f ZIP or postal code g Country

San Diego CA 92100 USA
4a Name of trustee b Identification number, if any

Prosperity Trust Company N/A

¢ Number, street, and room or suite no. (if a P.O. box, see instructions)
123 Main Street

d City ortown e State or province f ZIP or postal code g Country
Douglas IM2 4RB Isle of Man

5 Did the trust transfer any property (including cash) to another person (see instructions for definition) during the tax

year? If “Yes,” attach statement (see instructions). L [ Yes X No
6 Enter the number of Foreign Grantor Trust Owner Statements (page 3) included with this Form 3520-A. . . P 2
Under penalties of perjury, | declare that | have i this return, i ing any ying reports, or and to the best of my
Sign knowledge and belief, it is true, correct, and complete.
Here } } }
Trustee’s Signature Title Date
Print/Type preparer's name Preparer’s signature Date Check D it PTIN
Paid selfemployed
Preparer | ¢ . name b Firr's EIN b
Use OnIy Firm’s address » Phone no.

= For Paperwork Reduction Act Notice, see instructions.

Form 3520-A (2011)
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Form 3520-A (2011)

Part Il Foreign Trust Income Statement
Enter totals from books and records of foreign trust (see instructions).

Page 2

[ N

Income
o

=

Interest

Dividends

Gross rents and royaltles

Income (loss) from partnerships and fiduciaries
Capital gains:

Net short-term capital gain (loss) .

Net long-term capital gain (loss)

Ordinary gains (losses) .

Other income (attach schedule)

Total income (add lines 1 through 7) .

300,000
150,000

450,000

o oo N o

-
1y

o

1"
12
13

Expenses

15

Interest expense

Foreign taxes (attach schedule)

State and local taxes

Amortization and depreciation (depletlon)
Trustee and advisor fees

Charitable contributions

Other expenses (attach schedule)

Total expenses (add lines 9 through 14) .

250,000

250,000

16

Net income (loss) (subtract line 15 from line 8) .

200,000

17a

Enter the fair market value (FMV) of total distributions from the trust to all persons, whether U.S. orforelgn .

Distributions to U.S. owners:

N

N/A

(i) Name of owner (i) Identification number

(ii) Date of distribution

(iv) FMV

Distributions to U.S. beneficiaries:

(i) Name of beneficiary (i) Identification number

(ii) Date of distribution

(iv) FMV

[ZZIAl Foreign Trust Balance Sheet

Beginning of Tax Year

End of Tax Year

N oG R W NS

10
1

12
13

15
16

17
18
19
20
2

Assets (@

®)

(©)

(d)

Cash

10,200,000

Accounts receivable

Mortgages and notes receivable

Inventories .

Government obllgatlons

Other marketable securities .

8,500,000

Other nonmarketable securities .

Depreciable (depletable) assets .

Less: accumulated depreciation (depletion)

Real property

Other assets (attach schedule) .

Total assets Lo
Liabilities
Accounts payable .

18,700,000

Contributions, gifts, grants, etc., payable .

Mortgages and notes payable

Other liabilities (attach schedule)

Total liabilities . R
Net Worth
Contributions to trust corpus

0
| 20,000,000

Accumulated trust income

200,000

Other (attach schedule)

{1,500,000)

Total net worth (add lines 17 through 19) E

18,700,000

Total liabilities and net worth (add lines 16 and 20)

18,700,000

Form 3520-A (2011)
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Form 3520-A (2011) Page 3
2011 Foreign Grantor Trust Owner Statement (see instructions)

Important: Trustee must prepare a separate statement for each U.S. owner and include a copy of each statement with Form 3520-A. Trustee is also
required to send to each U.S. owner a copy of the owner’s statement. U.S. owner must aftach a copy of its statement to Form 3520.

1a Name of foreign trust b Employer identification number
The Smith Trust 99-1111111
¢ Number, street, and room or suite no. (ifa P.O. box, see instructions)
c/o Prosperity Trust Company, 123 Main Street
d City or town e State or province f ZIF or postal code g Country
Douglas IM2 4RB Isle of Man
2 Did the foreign trust appoint a U.S. agent (defined in the instructions) who can provide the IRS with all relevant trust information? X Yes [] No
If “Yes,” complete lines 3a through 3g.

3a Name of U.S. agent Identification number

George Jones ‘345-67-8901

¢ Number, street, and room or suite no. (ifa P.O. box, see instructions)

567 First Street

d City or town e State or province f ZIP or postal code g Country
San Diego CA 92100 USA
4a Name of trustee b Identification number (if any)
Prosperity Trust Company N/A

¢ Number, street, and room or suite no. (ifa P.O. box, see instructions)

123 Main Street

d City or town e State or province f ZIP or postal code g Country
Douglas IM2 4RB Isle of Man
5 The tax year of the owner of the foreign frust to which this statement relates P 2011
6a Name of U.S. owner b Identification number
William J. Smith 123-45-6789
¢ Number, street, and room or suite no. (ifa P.O. box, see instructions)
123 Scenic Drive
d City ortown e State or province f ZIP or postal code g Country
San Diego 92100
h  Service Center where U.S. owner files its income tax returns b
Fresno CA

Attach an explanation of the facts and law (including the section of the Internal Revenue Code) that establishes that the foreign trust (or portion
of the foreign trust) is treated for U.S. tax principles as owned by the U.S. person.  See Statement 1
8 If the trust did not appoint a U.S. agent, list the trust documents attached to Form 3520-A (see instructions).

N/A
9 Gross value of the portion of the trust treated as owned by the U.S. owner . . : | $ 9,350,000
2011 Statement of Foreign Trust Income Attributable to U S Owner (see instructions)
Report each item on the proper form or schedule of your tax return.
1a Taxableinterest . . . . . . . . .. L 150,000
b Tax-exemptinterest »
2a Total ordinary dividends . . . . . . . . . . . . L L L L 75,000
b Qualified dividends » | (_5_ 0,000

3 Gross rents and royalties s
4 Income from partnerships and fiduciaries .
5  Capital gains (losses)
6
7
8

Income

Ordinary gains (losses)
Other income (attach schedule)

Interest expense .
9a Foreign taxes (attach schedu\e)
b State and local taxes .
Amortization and depreciation (depletlon) e s
1 Trustee and advisorfees. . . . . . . . . . . L. L L |25,666
12 Charitable contributions .
13 Other expenses (attach schedule)

Under penalties of perjury, | declare that | have examined this return, |nc|ud|ng any ying reports, or and to the best of my knowledge and
belief, itis true, correct, and complete.

Expenses
=y
(=]

Trustee Signature b Title B Date
Form 3520-A (2011)
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Form 3520-A (2011) page 4

2011 Foreign Grantor Trust Beneficiary Statement Not Applicable

Important: Trustee must prepare a separate statement for each U.S. beneficiary that received a distribution from the trust during the tax year and

include a copy of each statement with Form 3520-A. Trustee is also required to send to each such beneficiary a copy of the beneficiary’s
statement. U.S. beneficiary must attach a copy of its statement to Form 3520.

1a Name of foreign trust ‘ b Employer identification number
¢ Number, street, and room or suite no. (ifa P.O. box, see instructions)
d City or town e State or province f ZIP or postal code g Country

2 Did the foreign trust appoint a U.S. agent (defined in the instructions) who can provide the IRS with all relevant trust

information? . . . . . . . . . . . . . . . . . . . . . . . . . .. . ... O Ono
If “Yes,” complete lines 3a through 3g.

If “No,” do you agree that either the IRS or the U.S. beneficiary can inspect and copy the trust’s permanent books of

account, records, and such other documents that are necessary to establish that the trust should be treated for U.S.

tax purposes as owned by another person? . . . . . . . . . . . . . . . . . .. ... |:| Yes |:| No
3a Nameof U.S. agent b Identification number
¢ Number, street, and room or suite no. (ifa P.O. box, see instructions)
d City ortown e State or province ‘ f ZIP or postal code g Country
4a Name of trustee b Identification number (if any)
¢ Number, street, and room or suite no. (ifa P.O. box, see instructions)
d City or town e State or province ‘ f ZIP or postal code ‘ g Country
5 The first and last day of the tax year of the foreign trust to which Form 3520-A applies P
6a Name of U.S. beneficiary ‘ b Identification number
¢ Number, street, and room or suite no. (ifa P.O. box, see instructions)
d City or town e State or province f ZIP or postal code g Country
7 Description of trust property (including cash) that was either (1) distributed, or treated as distributed, directly or indirectly to the U.S. person or
a U.S. person related to that U.S. person during the tax year or (2) used by the U.S. person or a U.S. person related to that U.S. person without
compensating the trust for the FMV of the use of the property within a reasonable period of time. (See the instructions for Part |l of Form 3520
for U.S. tax treatment of these amounts.)
(a) Description of property (b) FMV
8  Attach an explanation of the facts and law (including the section of the Internal Revenue Code) that establishes that the foreign trust (or portion
of the foreign trust) is treated for U.S. tax principles as owned by another person.
9  Owner of the foreign trust is (check one)
[ Individual [ Partnership [0 Corporation
Under penalties of perjury, | declare that | have examined this return, including any ying reports, or and to the best of my knowledge and

belief, itis true, correct, and complete.

Trustee Signature » Title » Date b

Form 3520-A (2011)
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The Smith Trust
991111111
Attachment to Form 3520-A

Statement 1

The trust is a foreign trust with U.S. grantors and U.S.
beneficiaries; therefore, the U.S. grantors are treated as the owners
of the entire trust under Internal Revenue Code Section 679.

28



Case Study, Part 2

¢ On February 1, 2012, the Trustee advises that the Trust
create a Nevis limited liability company, and transfer the
assets to the LLC for asset protection purposes.

+ What additional forms are required to be filed as a result
of the new structure?

R .



Case Study, Part 2

Foreign
Trustee
Investment
Settlor L Advisor(s)
Trust
. E Custodian
Foreign |
Protector




Case Study, Part 2

Form # Description

SS-4 Application for Employer Identification Number
8832 Entity Classification Election

8858 Information Return of U.S. Persons with

Respect To Foreign Disregarded Entities

* Filed with 1040, therefore Form 8858 extended if 1040 extended

Due
ASAP

Upon Formation

4/15%

31



I1SA

o 8832

(Rev. January 2011) Entity Classification Election OMB No. 15451516

Department of the Treasury
Internal Revenue Service

Name of eligible entity making election Employer identification number

ABC,LLC 88-1111111

Type Number, street, and room or suite no. Ifa P.O. box, see instructions.

or

c/o Prosperity Trust Company, 123 Main Street

Print City or town, state, and ZIP code. If a foreign address, enter city, province or state, postal code and country. Follow the country’s practice for entering the

postal code.

Douglas, Isle of Man IM2 4RB

» Check if: [] Address change [ Late classification relief sought under Revenue Procedure 2009-41

Part | Election Information
1 Type of election (see instructions):
a [Xl Initial classification by a newly-formed entity. Skip lines 2a and 2b and go tc line 3.
b [0 Change in current classification. Go to line 2a.
2a Has the eligible entity previously filed an entity election that had an effective date within the last 60 months?
[ Yes. Go to line 2b.
[XI No. Skip line 2b and go to line 3.
2b Was the eligible entity’s prior election an initial classification election by a newly formed entity that was effective on the date of
formation?
[0 Yes. Goto line 3.
[ No. Stop here. You generally are not currently eligible to make the election (see instructions).
3  Does the eligible entity have more than one owner?
[ Yes. You can elect to be classified as a partnership or an association taxable as a corporation. Skip line 4 and go to line 5.
X No. You can elect to be classified as an association taxable as a corporation or to be disregarded as a separate entity. Go
to line 4.
4 |f the eligible entity has only one owner, provide the following information
a  Name of owner » The Smith Trust
b dentfying number of owner » 99-1111111
5 Ifthe eligible entity is owned by one or more affiliated corporations that file a consolidated return, provide the name and
employer identification number of the parent corporation:
a  Name of parent corporation » N/A
b Employer identification number » N/A
For Paperwork Reduction Act Notice, see instructions. Form 8832 (Rev. 1-2011)
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Form 8832 (Rev. 1-2011) Page 2

Election Information (Continued)

6 Type of entity (see instructions):

a [ A domestic eligible entity electing to be classified as an association taxable as a corporation.

b [ A domestic eligible entity electing to be classified as a partnership.

¢ [0 A domestic eligible entity with a single owner electing to be disregarded as a separate entity.

d [0 Aforeign eligible entity electing to be classified as an association taxable as a corporation.

e [ Aforeign eligible entity electing to be classified as a partnership.

f [Xl Aforeign eligible entity with a single owner electing to be disregarded as a separate entity.
7  If the eligible entity is created or organized in a foreign jurisdiction, provide the foreign country of

organization » Nevis
8  Election is to be effective beginning (month, day, year) (see instructions) : S p212012
9 Name and title of contact person whom the IRS may call for more information 10 Contact person’s telephone number
George Jones 619-123-4567

Consent Statement and Signature(s) (see instructions)

Under penalties of perjury, | (we) declare that | (we) consent to the election of the above-named entity to be classified as indicated
above, and that | (we) have examined this election and consent statement, and to the best of my (our) knowledge and belief, this
election and consent statement are true, correct, and complete. If | am an officer, manager, or member signing for the entity, | further
declare under penalties of perjury that | am authorized to make the election on its behalf.

Signature(s) Date Title

Form 8832 (Rev. 1-2011)
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. 8858 Information Return of U.S. Persons With OB No. 15451610
Respect To Foreign Disregarded Entities —

(Rev. December 2008} P See separate instructions.

Department of the Treasury | INformation furnished for the foreign disregarded entity's annual accounting period (see Attachment

Internal Reverue Sevice | instructions) beginning . . . February 1 . 2012  and ending December 31 . 2012 Sequence No. 140

Name of person filing this return Filer’s identifying number
Smith, William J. and Frances K. 123-45-6789/234-56-7890

Number, street, and room or suite no. (or P.O. box number if mail is not delivered to street address)

123 Scenic Drive

City or town, state, and ZIP code

San Diego, CA 92100

Filer's tax year beginning January 1 ,2012 , and ending December 31 ,2012

Important: Fill in all applicable lines and schedules. All information must be in English. All amounts must be stated
in U.S. dollars unless otherwise indicated.

1a Name and address of foreign disregarded entity b US. identifying number, if any
ABC, LLC
clo Prosperity Trust Company, 123 Main Street, Douglas, Isle of Man IM2 4RB 881111111

¢ Country(jes) under whose laws organized and entity type under local tax law d Date(s) of organization| e Effective date as foreign

disregarded entity

Nevis
T [f benefits under a U.S. tax treaty were claimed with respect to g Country in which principal h  Principal business i Functional currency
income of the foreign disregarded entity, enter the trealy and article business activity is conducted activity
number
N/A Switzerland Investements U.S. Dollars
2 Provide the following infarmation for the foreign disregarded entity’s accounting period stated above.
a Name, address, and identifying number of branch office or agent (f any) in b Name and address ing corporate def if i of
the United States person(s) with custody of the books and records of the forelgn disregarded

entity, and the location of such books and records, if different

N/A
Prosperity Trust Company
123 Main Street

Douglas, Isle of Man IM2 4RB

3 For the tax owner of the foreign disregarded entity (if different from the filer) provide the following:

a Name and address b Annual accounting period covered by the | ¢ U.S. identifying number, if any
return (see instructions)
Same Same Same
d Country under whose laws organized e Functional currency
N/A U.S. Dollars
4 For the direct owner of the foreign disregarded entity (f different from the tax owner) provide the following:
a Name and address b Country under whose laws organized ¢ US. identifying number, if any
Prosperity Trust Company 99-1111111
123 Main Street d Functional currency
Douglas, Isle of Man IM2 4RB British Virgin Islands U.S. Dollars
5 Aftach an organizational chart that identifies the name, p ge of ip, tax i ion, and country of organization of all entities in

the chain of ownership between the tax owner and the foreign dlsregarded entity, and the chain of ownership between the foreign disregarded entity and
each entity in which the foreign disregarded entity has a 10% or more direct or indirect interest. See instructions.

Income Statement (see instructions)

Important: Report all information in functional currency in accordance with U.S. GAAP. Also, report each amount in
U.S. dollars translated from functional currency (using GAAP translation rules or the average exchange rate determined
under section 989(b)). If the functional currency is the U.S. dollar, complete only the U.S. Dollars column. See instructions
for special rules for foreign disregarded entities that use DASTM.

If you are using the average exchange rate (determined under section 989(b)), check the following box . . . . [
Functional Currency U.S. Dollars
1 Gross receipts or sales (net of returns and allowances) . 1
2 Cost of goods sold e e e e e e e e 2
3 Gross profit (subtract line 2 from I|ne 1) G e e e e e 3 o Y
4 Other income . 4 250,000
5 Total income (add lines 3 and 4) ] 0 250,000
6 Total deductions . 6 100,000
7 Otheradjustments . . . . . . . © © v v v e e e e e 7
8 Net income (loss) per books . 8 150,000
For Paperwork Reduction Act Notice, see the separate instructions. Form 8858 (Rev. 12-2008)

STFLCZL10C3.1
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Form 8858 (Rev. 12-2008)

L INERTYE Section 987 Gain or Loss Information  N/A

Page 2

b)
Amounl(ﬁ:)laled in Amount( s)taled in
functional currency of | functional currency
foreign disregarded entity| of recipient
1 Remittances from the foreign disregarded entity . . . . . . . . . . . 1
2 Section 987 gain (loss) of recipient . . . . . . . . . . . . . . .. 2
Yes No
3 Were all remittances from the foreign disregarded entity treated as made to the direct owner?
4 Did the tax owner change its method of accounting for section 987 gain or loss with respect to
remittances from the foreign disregarded entity during the tax year?
S ELITERE  Balance Sheet
Important: Report all amounts in U.S. dollars computed in functional currency and translated into U.S. dollars in
accordance with U.S. GAAP. See instructions for an exception for foreign disregarded entities that use DASTM.
@) b
Assets Beginning )of annual End o(f Lnnual
accounting period accounting period
1 Cashandothercurrentassets . . . . . . . . . . . « « . « « . 1 0 10,450,000
2 ONBPEESEIS 4 s o % ¢ % ¢ 3 BB £ % § 3 @ ¢ v &3 owow |2 0 8,500,000
3 Totalassets . . . . . . . . e e e e e e e L8 0 18,950,000
Liabilities and Owner’s Equity
4 Lisbilies. . . . . . v e e e e e e e e .. |4 0
5  Owner's equity . e I 0 18,950,000
6 Total lisbiltties and owners eqUIty L e e e e e e e e e e 6 0 18,950,000
SELEYe]  Other Information
Yes No
1 During the tax year, did the foreign disregarded entity own an interest in any trust? X
2 During the tax year, did the foreign disregarded entity own at least a 10% interest, d|rectty or |nd|rect|y
in any foreign partnership?. L .. . P P . X
3 Answer the following question only if the foreign dlsregarded entlty made its election fo be treated as
disregarded from its owner during the tax year: Did the tax owner claim a loss with respect to stock or
debt of the foreign disregarded entity as a result of the election? wome ¥ W % B o me @ X
4 Answer the following question only if the foreign disregarded entity is owned directly or indirectly by a
domestic corporation and the foreign disregarded entity incurred a net operating loss for the tax year: |s the
foreign disregarded entity a separate unit as defined in Regulations section 1.1503(d)-1(b)@)? (If “Yes,” see
the instructions) X
5 Answer the following question only lf the tax owner of the fore/gn drsregarded entlty isa controlled fore/gn
corporation (CFC) Were there any intracompany transactions between the foreign disregarded entity and
the CFC or any other branch of the CFC during the tax year, in which the foreign dlsregarded ent\ty acted
as a manufacturing, selling, or purchasing kranch? X
SEELIERR] Current Earnings and Profits or Taxable Income (see |nstruct|ons)
Important: Enter the amounts on lines 1 through 6 in functional currency.
1 Current year net income or (loss) per foreigh books of account 1 150,000
2 Total net additions 2
3 Total net subtractions : 3
4 Current earnings and profits (or taxable income—see |nstruct|ons) (Ilne 1 plus I|ne 2 minus I\ne 3). 4 150,000
5 DASTM gain or loss (if applicable) . 5
6 Combine lines 4 and 5 . . [ 150,000
7 Current earnings and profits (or taxable |ncome) in U S doIIars (I|ne 6 translated at the average
exchange rate determined under section 989(b) and the related regulations (see instructions)) . . 7 150,000

Enter exchange rate used for line 7 B N/A

STFLCZL10C3 2

8858 (Rev. 12-2008)
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Case Study, Part 3

+ In 2013, Advisors identify an investment opportunity in
France, and recommend that The Trust acquire a
controlling interest in a French corporation. The Trust
transfers $1,000,000 to the corporation in exchange for
60% of the corporation’s stock.

+ Now what?

IR :



Case Study, Part 3

Foreign
Trustee
Investment
Settlor Foreign Advisor(s)
Trust
; Custodian
Foreign |
Protector

$1,000,000

Frenchcorp

R .



Case Study, Part 3

Form # Description Due

926 Return by a U.S. Transferor of Property to a Foreign 4/15%
Corporation

5471 Information Return of U.S. Persons with Respect 4/15%

to Certain Foreign Corporations

(If the French company is a partnership, rather than a corporation, the U.S. owner must file
Form 8865 rather than 5471).

* Attached to U.S. transferor’s income tax return for year of transfer, therefore extended if income tax return extended

39



- 926 Return by a U.S. Transferor of Property OME No, 1545-0025

(Rev. Decermber 2011) to a Foreign Corporation ———

E‘fgﬂr,"ég\',::,ﬂleslﬁfgw P Attach to your income tax return for the year of the transfer or distribution. Q:Zﬁiné';uo 128
1l U.S. Transferor Information (see instructions)

Name oftransferor Identifying number (see instructions)

William J. and Frances K. Smith 123-45-6789

1 Ifthe transferor was a corporation, complete questions 1a through 1d
a If the transfer was a section 361(a) or (b) transfer, was the transferor controlled (under section 368(c)) by 5
or fewer domestic corporations? . . . . . . . . . . . o . O Yes O No
b Did the transferor remain in existence after the transfer? . . . . . . . . . . .. . OvYesOnNo
If not, list the controlling sharehclder(s) and their identifying number(s)

Controlling shareholder Identifying number

c If the transferor was a member of an affiliated group filing a consolidated return, was it the parent
corporation? . . .. . . . . ... . . OvYesONo

If not, list the name and employer identification number (EIN) of the parent corporation:

Name of parent corporation EIN of parent corporation

d Have basis adjustments under section 367(a)(5) been made? . . .. . . . . .. .. . OvYesOnNo

2  If the transferor was a partner in a partnership that was the actual transferor (but is not treated as such under section 367),
complete questions 2a through 2d.
a List the name and EIN of the transferor's partnership:

Name of partnership EIN of partnership

b Did the partner pick up its pro rata share of gain on the transfer of partnershipassets? . . . . . . . [ Yes [ No

¢ Isthe partner disposing of its entire interest in the partnership? . .. . . . . . . . . OvesDOnNo

d s the partner disposing of an interest in a limited partnership that is regularly traded on an established

securities market? Do .. . . . . .. .. .[OYes ONo
Transferee Foreign Corporation Information (see instructions)
3 Name of transferee (foreign corporation) 4 Identifying number, if any

Frenchcorp N/A

5  Address (including country)
6 Rue de Berri, 75008 Paris, France

6  Country code of country of incorporation or organization (see instructions)

7  Foreign law characterization (see instructions)
Corporation

8 s the transferee foreign corporation a controlled foreign corporation? .. . . . . . . . . . XyYes [No

For Paperwork Reduction Act Notice, see separate instructions. Form 926 (Rev. 12-2011)



Form 826 (Rev. 12-2011}

Page 2

I [Information Regarding Transfer of Property (see instructions)

Type of (@ (b) . © (d) ()
ronel Date of Description of Fair market value on Cost or other Gain recognized on
property transfer property date of transfer basis transfer
Cash 2/1/2013 1,000,000
Stock and
securities
Installment
account

receivables or
similar property

Foreign currency
or other property
denominated in

foreign currency

Inventory

Assets subject to
depreciation
recapture (see
Temp. Regs. sec.
1.367(a)-4T(b))

Tangible property
used in trade or
business net listed
under another
category

Intangible
property

Property to be leased
(as described in final
and temp. Regs. sec.
1.367(a)4(c))

Property to be
sald (as
described in
Temp. Regs. sec.
1.367(a)-4T(d))

Transfers of oil and
gas working interests
(as described in
Temp. Regs. sec.
1.367(a)4T(e))

Other property

Supplemental Information Required To Be Reported (see instructions)

Form 926 (Rev. 12-2011)
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Form 826 (Rev. 12-2011}

Page 3

il  Additional Information Regarding Transfer of Property (see instructions)

9

o oo

12
13

aoocw

15a

17a

Enter the transferor’s interest in the foreign transferee corporation before and after the transfer:

(a) Before 0% (b) After 60 %

Type of nonrecognition transaction (see instructions) P N/A

Indicate whether any transfer reported in Part Il is subject to any of the following:
Gain recognition under section 904(f)(3)

Gain recognition under section 904(F)(5)(F) .

Recapture under section 1503(d) .

Exchange gain under section 987 .

Did this transfer result from a change in the classification of the transferee to that of a foreign corporation?

O Yes X No
O Yes X No
O Yes (X No
O Yes [X No

[ Yes X No

Indicate whether the transferor was required to recognize income under final and temporary Regulations

sections 1.367(a)-4 through 1.367(a)-6 for any of the following:
Tainted property T T S

Depreciation recapture

Branch loss recapture . . . . . . R R ER i
Any other income recognition provision contained in the above-referenced regulations

Did the transferor transfer assets which qualify for the trade or business exception under section 367(a)(3)?

[ Yes (X No
O Yes X No
O Yes X No
[ Yes X No

O Yes X No

Did the transferor transfer foreign goodwill or going concern value as defined in Temporary Regulations

section 1.367(a)-1T(d) (512

If the answer to line 15a is “Yes," enter the amount of foreign goodwill or going concern value
transferred »  $

Was cash the only property transferred?

Was intangible property (within the meaning of section 936(h)(3)(B)) transferred as a result of the

transaction? .

If “Yes," describe the nature of the rights to the intangible property that was transferred as a result of the
transaction

O Yes [X No

. X ves OO No

. O Yes X No

Form 926 (Rev. 12-2011)

42



I5A

- 5471 Information Return of U.S. Persons With Respect
To Certain Foreign Corporations

P> See separate instructions.

(Rev. December 2011)

OMB No. 1545-0704

b Information furnished for the foreign corporation’s annual accounting period (tax year required by Attachment
epartment of the Treasury ) . . o ;
Internal Revenue Service | Section 898) (see instructions) beginning 21 2013 and ending 12/31 2013 Sequence No. 121
Name of person filing this return A Identifying number
William J. and Frances K. Smith 123-45-6789/234-56-7890
Number, street, and room or suite no. {or P.0 . box number if mailis not delivered to street address) B Category of filer (See instructions. Check applicable box(es)):
123 Scenic Drive 1 (repesled) 2 [ 3 5
City or town, state, and ZIP code C Enter the total percentage of the foreign corporation’s voting
San Dieg(), CA 92100 stock you owned at the end ofits annual accounting period 60 %
Filer's tax year beginning January 1 2013 andendng  December 31 2013
D Person(s) on whose behalf this information return is filed:
(4) Check applicable box(es)
(1) Name (2) Address (3) Identifying nurber
Sharenolder| Officer Director

N/A

Important: Fill in all applicable lines and schedules. All information must be in English. All amounts must be stated in

U.S. dollars unless otherwise indicated.

1a Name and address of foreign corperation

b(1) Employer identification number, if any

N/A

FrenChcorp : b(2) Reference ID number (see instructions)
6 Rue de Berri
75008 Parlsy France ¢ Country under whose laws incorporated
France
d Date of incorporation e Principal place of business f Principal business activity g Principal business activity h Functional currency

code number

2/1/2012 France 541511

Software Development | Euro

2 Provide the following information for the foreign corporation’s accounting period stated above.

aName, address, and identifying number of branch office or agent (if any) in the b If aU.S. income tax return was filed, enter:

United States

N/A

(i) Taxable income or {loss)

(i) U.S. income tax paid
(after all credits)

N/A N/A

¢ Name and address of foreign corporation's statutory or resident agent in country | d Name and address (including corporate department, if applicable) of person (or
of incorporation persons) with custody of the books and records of the foreign corporation, and

Marie Antoinette

6 Rue de Berri Same

75008 Paris, France

the location of such books and records, if different

EIELTNERY  Stock of the Foreign Corporation

(b) Number of shares issued and outstanding

(@) Description of each class of stock

(i) Beginning of annual (i) End of annual
accounting period accounting period

Common

500 1,250

For Paperwork Reduction Act Notice, see instructions.

Form 5471 (Rev. 12:2011)
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Form 5471 (Rev. 12:2011)
ECLIEY:] U.S. Shareholders of Foreign Corporation (see instructions)

Page 2

. N (b) Description of each class of stock held by {€) Number of (d) Number of (e) Pro rata share
{a) Name, address, and identifying shareholder. Note: This dascription should shares held at shares held at of subpart F
number of shareholder match the corresponding description entered in beginning of annual end of annual income (enter as a
Schedule A, column (a). ing period period p
William J. & Frances K. Smith  [Common 0 750
123 Scenic Drive

San Diego, CA 92100

L ITEYe Income Statement (see instructions)

Important: Report all information in functional currency in accordance with U.S. GAAP. Also, report each amount in U.S.
dollars translated from functional currency (using GAAP translation rules). However, if the functional currency is the U.S.
dollar, complete only the U.S. Dollars column. See instructions for special rules for DASTM corporations

Functional Currency U.S. Dollars
1a Gross receipts or sales 1a 2,000,000 2,729,840
b Returns and allowances 1b
¢ Subtract line 1b from line 1a ic 2,00_0_,0_0_0_ 2,7 ZQ,EIU
2 Cost of goods sold 2 800,000] 1,091,936
g 3 Gross profit (subtract line 2 from Ime 10) 3 1,20_0_,0_0_0_ |,337 ,961
9| 4 Dividends. 4
£ 5 Interest 5
6a Grossrents . 6a
b Gross royalties and license fees : 6b 10_0_,0_0_0_ |3§,Z§2
7  Net gain or (loss) on sale of capital assets . 7
8  Other income (attach schedule) 8
9 Total income (add lines 3 through 8) . 9 1,300,0000 1,774,396
10  Compensation not deducted elsewhere 10 500,000 682,460
11a Rents . . 11a 100,000 136,492
b Royalties and license fees . 11b
g 12 Interest 12
$ |13 Depreciation not deducted elsewhere 13 50,000 68,246
3|14 Depletion 14
8 15  Taxes (exclude provision for income, war proflts and excess proﬂts taxes) 15 800,000 1,091,936
16 Other deductions (attach schedule—exclude provision for income, war profits,
and excess profits taxes) . . soe v v oo : 16
17  Total deductions (add lines 10 through 16) . 17 1,450,000 1,979,134
18  Netincome or (loss) before extraordinary items, prior period adjustments and
g the provision for income, war profits, and excess profits taxes (subtract line 17
S fromline §) . : 5 3 4 ... [58]___(150,000]  (204,738)
f 19  Extraordinary items and prior perlod adjustments (see |nstrud|ons) % a 19
g 20 Provision for income, war profits, and excess profits taxes (see instructions). 20
21 Current year net income or (loss) per books (combine lines 18 through 20) . 21 (150,000 (204,738)

Form 5471 (Rev. 12:2011)
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Form 5471 (Rev. 12-2011)

SIMELTIEYS Income, War Profits, and Excess Profits Taxes Paid or Accrued (see instructions)
Amount of tax

Page 3

(@

Name of country or U.S. possession

(b)
In foreign currency

Conversi

(©

jon rate

(L]
InU.S. dollars

us

~N|joo|s|lw|n|—>

8

Total

>

S ELITIEYS Balance Sheet

Important: Report all amounts in U.S. dollars prepared and translated in accordance with U.S. GAAP. See instructions

for an exception for DASTM corporations.
Assets Beginnin;at))f annual End o(:;nnual
ing period period
1 Cash P e o4 om o s n 1 50,000 45,000
2a Trade notes and accounts receivable . 2a 300,000 325,000
b Less allowance for bad debts 2b |( | )
3 Inventories Lo .o 3
4 Other current assets (attach schedule) 4
5 Loans to shareholders and other related persons . 5
B8  Investment in subsidiaries (attach schedule) 6
7  Otherinvestments (attach schedule) . 7
8a Buildings and other depreciable assets 8a 200,000 200,000
b Less accumulated depreciation 8b |( 100,000)(( 125,000
9a Depletable assets . . 9a
b Lessaccumulated depletion . 9b |( | )
10  Land (net of any amortization) 10
11 Intangible assets:
a  Goodwill A . 11a
b Organization costs . . . . Lo 11b
¢ Patents, trademarks, and other intangible assets . . 11c
d Less accumulated amortization for lines 11a, b, and ¢ 11d |[( )| )
12 Other assets (attach schedule) 12
13  Total assets . ;i 5 2 o & % 3 § ¢ 13 450,000 445,000
Liabilities and Shareholders’ Equity
14  Accounts payable . . . . L 14
15 Other current liabilities (attach schedule) . 15
16  Loans from shareholders and other related persons . 16
17 Other liabilities (attach scheduls) 17 949,000 148,738
18  Capital stock:
a Preferred stock . 18a
b Common stock . . Lo 18b 1,000 1,001,000
19 Paid-in or capital surplus (attach reconciliation) 19
20  Retained earnings . 20 (500,000), (704,738)
21 Less cost of treasury stock 21 [ ) )
22 Total liabilities and shareholders’ equity . 22 450,000 445,000

Form 5471 (Rev. 12-2011}
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Form 5471 (Rev. 12-2011)
BIMCELTIERe] Other Information

-

w N

L

Page 4

During the tax year, did the foreign corporation own at least a 10% interest, directly or indirectly, in any foreign
partnership?

If “Yes,” see the instructions for requ|red attachment
During the tax year, did the foreign corporation own an interest in any trust?
During the tax year, did the foreign corporation own any foreign entities that were dlsregarded as entttles separate
from their owners under Regulations sections 301.7701-2 and 301.7701-3 (see instructions)? .
If “Yes,” you are generally required to attach Form 8858 for each entity (see instructions).
During the tax year, was the foreign corporation a participant in any cost sharing arrangement? .
During the course of the tax year, did the foreign corporation become a participant in any cost sharing arrangement7

Yes No
O MK
O X
O R
OR
OR

LI ELTEY ] Current Earnings and Profits (see instructions)
Important: Enter the amounts on lines 1 through 5¢ in functional currency.

1 Current year net income or (loss) per foreign books of account 1 !150,000)
2 Netadjustments made to line 1 to determine current earnings and Net Net
profits according to U.S. financial and tax accounting standards Additions Subtractions
(see instructions)
a Capital gains or losses
b Depreciation and amortization
¢ Depletion . .
d Investment or |ncent|ve aIIowance
e Charges to statutory reserves
f Inventory adjustments .
g Taxes .
h Other (attach schedule)
3 Total net additions .
4  Total net subtractions . 0
5a Current earnings and profits (line 1 plus line 3 minus line 4 L 5a (150,000)
b DASTM gain or (loss) for foreign corporations that use DASTM (see |nstruct|ons) Sh
¢ Combine lines 5a and 5b . : : Sc (150,000)
d Current earnings and profits in U.S. dollars (Ilne 50 translated at the approprlate exchange rate as
defined in section 989(b) and the related regulations (see instructions)) 5d (204,738)
Enter exchange rate used for line 5d » (,732645
S y of Shareholder’s | From Foreign Corporation (see instructions)
1 Subpart F income (line 38b, Worksheet A in the instructions) . 1 0
2  Earnings invested in U.S. property (line 17, Worksheet B in the instructions) . . 2 0
3 Previously excluded subpart F income withdrawn from qualified investments (line 6b, Worksheet C in
the instructions) . 3 0
4  Previously excluded export trade income thhdrawn from investment in exporttrade assets (Itne 7b
Worksheet D in the instructions) s & omx b ow w8 A 2 4 0
5  Factoring income 5 0
6  Total of lines 1 through 5. Enter here and on your income tax return. See instructions 6 0
7 Dividends received (translated at spot rate on payment date under section 989(b)(1)) 7 0
B  Exchange gain or {loss) on a distribution of previously taxed income 8 0
Yes No
* Was any income of the foreign corporation blocked? O
« Did any such income become unblocked during the tax year (see sectton 964(b)) O

If the answer to either question is “Yes,” attach an explanation.

Form 5471 (Rev. 12-2011)
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SCHEDULE J

(Form 5471)
{Rev. December 2005)
Department of the Treasury
Intemal Revenue Service

Accumulated Earnings and Profits (E&P)
of Controlled Foreign Corporation

P Attach to Form 5471. See Instructions for Form 5471.

OMB No. 1545-0704

Name of person filing Form 5471

William J. and Frances K. Smith

Identifying number

12345-6789

Name of foreign corporation

Frenchcorp

Important: Enter amounts in
functional currency.

{a) Post-1988
Undistributed Earnings
(post-86 section
959(c)(3) balance)

(b) Pre-1987 E&P
Not Previously Taxed
(pre-87 section
959(c)(3) balance)

{c) Previously Taxed E&P (see instructions)
(sections 959(c)(1) and (2) balances)

(d) Total Section
964(a) E&P

() Earnings Invested
in U.S. Property

(i) Earnings Invested
in Excess Passive
Assets

(combine columns

(iii) Subpart F Income (@), (), and (c))

1 Balance at beginning of year

(366,322

(366,322)

2a Current year E&P

b Current year deficitin E&P

150,000

3 Total current and accumulated
E&P not previously taxed (line 1
plus line 2a or line 1 minus line 2b)

(516,322

4 Amounts included under section
951(a) or reclassified under
section 959(c) in current year

Sa Actual distributions or
reclassifications of previously

taxed E&P

b Actual distributions of
nonpreviously taxed E&P

6a Balance of previously taxed
E&P at end of year (line 1 plus

line 4, minus line 5a)

b Balance of E&P not previously
taxed at end of year (line 3
minus line 4, minus line 5b)

(516,322

7 Balance at end of year. (Enter
amount from line 6a or line 6b,

whichever is applicable.)

(516,322

0 0 (516,322)

For Paperwork Reduction Act Notice, see the Instructions for Form 5471.

ISA

STFXKCG1002

Schedule J (Form 5471) (Rev. 12-2005)
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SCHEDULE M Transactions Between Controlled Foreign Corporation
(Form.5d71) and Shareholders or Other Related Persons SN R

(Rev. December 2010}
Department of the Treasury

Internal Revenue Senvice » Attach to Form 5471. See Instructions for Form 5471.

Name of person filing Form 5471 Identifying number
William J. and Frances K. Smith 123456789
Name of foreign carporation

Frenchcorp

Important: Complete a separate Schedule M for each contralled foreign corporation. Enter the totals for each type of transaction that occurred during
the annual accounting period between the foreign corporation and the persons lisied in columns (b) through (f). All amounis must be stated in U.S.
dollars transiated from functional currency at the average exchange rate for the foreign corporation’s tax year. See instructions.

Enter the relevant functional currency and the exchange rate used throughout this schedule ™ Euro, 0.732645

(c) Any domestic | (d) Any other foreign | {e} 10% or more US. | () 10% or more U.S.
(b)U.S. person corparation or corporation or ~ Shi”’?‘he%‘f of shareholder of any
filing this retun | PArtership controlled | partnership controlled |, Seniorsc iedh corporation
& by U.S. person filing 'S, person filing | 21! controlling the
the U.S. person filing
this return this return this rot foreign corporation

(@) Transactions
of
foreign corporation

Sales of stock in trade (inventory) .

Sales of tangible property other than stock
intrade . . . .

~N

w

Sales of property rights (patents,
trademarks, etc.) .

4 Platform contribution transaction payments
received

w

Cost sharing transaction  payments
received

@

Compensation received for technical,
managerial, engineering, construction, or
like services .

—~

Commissions received Lo
Rents, royalties, and license fees received

o

©

Dividends received (exclude deemed
distributions  under subpart F and
distributions of previously taxed income)

10 Interest received .

11 Premiums received for insurance or
reinsurance

12 Add lines 1 through 11 ..

13 Purchases of stock in trade (inventory)

14 Purchases of tangible property other than
stock in trade .

o

Purchases of property tights (patents,
trademarks, etc). . : ow s

16 Platform contribution transaction payments
pad . . . . .

17 Cost sharing transaction payments paid .

18 Compensation paid for  technical,
managerial, engineering, construction, or
like services .

19 Commissions paid . .o

20 Rents, royalties, and license fees paid

21 Dividends paid

22 Interest paid . . s v
23 Premiums paid for insurance or reinsurance
24 Addlines 13 through 23.

2

=3

N

w

o

Amounts borrowed ienter the maximum
loan balance during the year) — see
instructions

2

>

Amounts loaned (enter the maximum loan
balance during the year) — see instructions

For Paperwork Reduction Act Notice, see the Instructions for Form 5471. Schedule M (Form 5471) (Rev. 12-2010)



SCHEDULE 0 Organization or Reorganization of Foreign
Corporation, and Acquisitions and
Dispositions of its Stock

P _Attach to Form 5471. See Instructions for Form 5471.

(Form 5471)
(Rev. December 2005)

Departrert of e TreasLry
nternal Revenue Servize

OMB No. 1545-0704

Name of person filing Form 5471
William J. and Frances K. Smith

Identifying number

123-45-6789

Name of foreign corporation

Frenchcorp

Important: Complete a separate Schedule O for each foreign corporation for which information must be reported.

To Be Completed by U.S. Officers and Directors

@
Name of shareholder for whom
ition i ion is reported

®)
Address of shareholder

(©) (CI ©
Identifying number Date of original Date of additional
of sk 10% it 10% isiti

ilifll] ToBe Completed by U.S. Shareholders
Note: /f this return is required because one or more shareholders became U.S. persons, attach a list showing the

names of such persons and

the date each became a U.S. person.

Section A—General Shareholder Information

® "
For shareholder’s latest U.S. income tax return filed, indicate: Date (ifany() )shareho\der
Name, address, and identifying number of last filad information
shareholder(s) filing this schedule (1)) @ 3 return under section 8046
Type of retum Internal Revenue Service Center 5
B Date return filed for the foreign corporation
(enter form number) where filed

William J. and Frances K. Smith
123 Scenic Drive

San Diego, CA 92100 1040 10/15/2012 [Fresno, CA N/A
Section B—U.S. Persons Who Are Officers or Directors of the Foreign Corporation
d)
®) © Check a(pgropviate
Narne of U.S. officer or director Address Social security number box(es)

Officer | Director

Section C—Acquisition of Stock

©)
@ (b) (c) (d) Number of shares acquired
Name of shareholder(s) filing this schedule Class of stock Date of Method of ) @ )
acquired acquisition acquisition > ¥ )
Directly Indirectly Constructively
William & Frances Smith Common 2/1/2013 _ |Purchase 750

For Paperwork Reduction Act Notice, see the Instructions for Form 5471.

sA

STF YBJH1002.1

Schedule O (Form 5471) (Rev. 12-2008)
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Schedule O (Form 5471) (Rev. 12-2005)

Page 2

[} (9
Amount paid or value given Name and address of person from whom shares were acquired
Frenchcorp
1,000,000 | 6 Rue de Berri, 75008 Paris, France
Section D—Disposition of Stock
(®
® © (d) Number of shares disposed of
Method
Name of shareholder disposing of stock Class of stock Date of disposition ofdi:pozition ) @ @
Directly Indirectly Constructively
ul (9
Amount received Name and address of person to whom disposition of stock was made
Section E—Organization or Reorganization of Foreign Corporation
@ ©)
Name and address of transferor |dentifying number (ifany) Date of transfer
@ X (®
Assets fransferred o, forelgn comoration Description of assets transferred by, or notes or
6] 2 X (3) securities issued by, foreign corporation
Description of assets Fair market value Adjusted basis (if transferor
was U.S. person)

Section F—Additional Information

(a) If the foreign corporation or a predecessor U.S. corporation filed (or joined with a consolidated group in filing) a U.S. income tax return
for any of the last 3 years, attach a statement indicating the year for which a return was filed (and, if applicable, the name of the corporation

filing the consolidated return), the taxable income or loss, and the U.S. income tax paid (after all credits).

(b) List the date of any reorganization of the foreign corporation that occurred during the last 4 years while any U.S. person held 10% or
more in value or vote (directly or indirectly) of the corporation’s stock » N/A

(c) If the foreign corporation is a member of a group constituting a chain of ownership, attach a chart, for each unit of which a shareholder
owns 10% or more in value or voting power of the outstanding stock. The chart must indicate the corporation’s position in the chain of
ownership and the percentages of stock ownership (see instructions for an example)

STF YBJH1002.2

Schedule O (Form 5471) (Rev. 12-2008)
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Case Study, Part 4



Case Study, Part 4

¢+ Meanwhile, back in the U.S., Bill and Frances request
that the trustee make a distribution of $500,000 to their
daughter, Nancy, a trust beneficiary. The trustee makes
the distribution on July 1, 2013

+ Does Nancy now have a filing requirement because of the
distribution from the foreign trust?

¢ Does The Trust report the distribution?

R .



Case Study, Part 1

(alternative scenario)



Form 3520-A (2011)

A Foreign Trust Income Statement

Page 2

Enter totals from books and records of foreign trust (see instructions).

1 Interest 300,0_0_6
2 Dividends £ onom 150,000
3 Grossrents and royalties . . . . SN
il 4 Income (loss) from partnerships and fiduciaries
g 5 Capital gains:
g a Netshort-term capital gain (loss) .
o et long-term capital gain (loss) .
6  Ordinary gains (losses) .
7  Otherincome (attach schedule)
8  Total income (add lines 1 through 7) . 450,000
9  Interestexpense . . . .
10a Foreign taxes (attach schedule)
9 b State and local taxes .
2l 11 Amortization and depreciation (depletion)
§ 12 Trustee and advisor fees 250,000
U113 Charitable contributions
14 Other expenses (attach schedule)
15  Total expenses (add lines 9 through 14) PR 250,000
16 Net income (loss) (subtract line 15 from line 8) . . . . . fn w8 b Ty ; 200,000
17a  Enter the fair market value (FMV) of tetal distributions from the trust to all persons, whether U.S. or foreign . . P N/A
b Distributions to U.S. owners
(i) Name of owner (i) Identification number {iii) Date of distribution (iv) FMV
¢ Distributions to U.S. beneficiaries:
{i) Name of beneficiary (i} [dentification number {iti) Date of distribution {iv) FviV

Foreign Trust Balance Sheet Beginning of Tax Year

End of Tax Year

Assets @ (b) © (d)
1 Cash . 10,200,000
2 Accountsreceivable .
3 Mortgages and notes receivable
4 Inventories . i
5  Government obligations .
6  Other marketable securities . 8,500,000
7 Other nonmarketable securities .
8a Depreciable (depletable) assets .
b Less: accumulated depreciation (depletion) 0 0
9  Real property . ¢ % oa
10  Other assets (attach schedule;
11 Total assets Lo 0 18,700,000
Liahilities
12 Accounts payable FE
13 Contributions, gifts, grants, etc., payable .
14 Mortgages and notes payable
15  Other liabilities (attach schedule)
16 Total liabiliies . S 0 0
Net Worth
17 Contributions to trust corpus m
18 Accumulated trust income 200,00_0-
19 Other (attach schedule) . . . . . (1,500,03%)
20 Total net worth (add lines 17 through 19) . . . 0 18,700,0
21 Total liabilities and net worth (add lines 16 and 20) 0 18,700,000
Form 3520-A (2011}

Complete Form 3520-A section
if there is a trust distribution

54



Form 3520-A (2011)

Page 4

2011 Foreign Grantor Trust Beneficiary Statement Not Applicable

Important: Trustee must prepare a separate statement for each U.S. beneficiary that received a distribution from the trust during the lax year and
include a copy of each statement with Form 3520-A. Truslee is also required to send ta each such beneficiary a copy of the beneficiary’s

statement. U.S. beneficiary must aitach a copy of its statement to Form 3520.

1a Name of foreign trust ‘ b Employer identification number
¢ Number, street, and room or suite no. (if a P.O. box, see instructions)
d City ortown e State or province f ZIP or postal code g Country
2 Did the foreign trust appoint a U.S. agent (defined in the instructions) who can provide the IRS with all relevant trust
information? . . |:| Yes D No
If “Yes,” complete lines 3a through 3g.
If “No,” do you agree that either the IRS or the U.S. beneficiary can inspect and copy the trust's permanent books of
account, records, and such other documents that are necessary to establish that the trust should be treated for U.S.
tax purposes as owned by another person? F |:| Yes |:| No
3a Nameof U.S. agent b Identification number
¢ Number, street, and room or suite no. (if a P.O. box, see instructions)
d Cityortown e State or province ‘ f ZIP or postal code g Country
4a Name of trustee b Identification number (if any)
¢ Number, street, and room or suite no. (if a P.O. box, see instructions)
d City ortown e State or province ‘ f ZIP or postal code ‘ g Country
5 The first and last day of the tax year of the foreign trust to which Form 3520-A applies B>
6a Name of U.S. beneficiary ‘ b Identification number
¢ Number, street, and room or suite no. (if a P.O. box, see instructions)
d City ortown e State or province f ZIP or postal code g Country
7  Description of trust property (including cash) that was either (1) distributed, or treated as distributed, directly or indirectly to the U.S. person or
a U.S. person related to that U.S. person during the tax year or (2) used by the U.S. person or a U.S. person related to that U.S. person without
compensating the trust for the FMV of the use of the property within a reasonable period of time. (See the instructions for Part Il of Form 3520
for U.S. tax treatment of these amounts.)
(@) Description of property (b) FMV
8  Altach an explanation of the facts and law (including the section of the Internal Revenue Code) that establishes that the foreign trust (or portion
of the foreign trust) is treated for U.S. tax principles as owned by another person.
9 Owner of the foreign trust is (check one)
O Individual [ Partnership [ Corporation
Under penalties of perjury, | declare that | have examined this retum, including any ying reports, or and to the best of my knowledge and

belief, it is true, corect, and complete.

Trustee Signature p- Title »

Date »

Form 3520-A (2011)

Complete Form 3520-A section
if there is a trust distribution
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Case Study, Part 4

Beneficiary
Form # Description Due
3520 Annual Return to Report Transactions with Foreign 4/15%
Trusts and Receipt of Foreign Gifts
8938 Statement of Specified Foreign Financial Assets 4/15%
Trust
Form # Description Due
3520-A Annual Information Return of Foreign Trust with 3/15%*

U.S. Owner

*Extended automatically if individual return extended
**Can be extended until September 15

SR .



FBAR

¢+ A U.S. person (not limited to individuals) is required to file TD F 90-22.1
(Report of Foreign Bank and Financial Accounts or “FBAR?”) if the
aggregate value exceeds $10,000 at any time during the year.

¢+ Reportable Assets
» foreign cash and brokerage accounts
~ owner (jointly- or separately-held)
» signature authority (even if no financial interest)

* foreign life insurance or annuity policy (if policy has cash value)

S :



FBAR, cont’d

+ U.S. persons may be required to report foreign accounts owned by
entities

° trusts
» U.S. trustee of trust with a foreign account
» U.S. grantor of a grantor trust reports foreign assets of trust
~ beneficiary with an interest of more than 50% in trust’s assets or income

~  beneficiary of a discretionary trust will not have a financial interest in a foreign account
simply because of his or her status as a discretionary beneficiary

~ aremainder interest in a trust is not included within the scope of the term “present
beneficial interest”

* corporation / partnership

» U.S. person owning more than 50% (individual who holds more than 50% of
stock/interest)

~ U.S. person with signature authority over disposition of assets
* disregarded entities
~ U.S. person reports underlying foreign assets of disregarded entity
~ U.S. person with signature authority over disposition of assets
58



Form 8938

+ U.S. persons and some domestic entities are required to file
Form 8938 (Statement of Specified Foreign Financial Assets) if they
own an aggregate fair market value of foreign assets or accounts
that exceeds $50,000 at year-end or $75,000 at any time during the
year (doubled, if married filing jointly).

+ Reportable financial assets include:
» foreign bank and brokerage accounts
» foreign corporations and partnerships
* foreign trusts and estates (see flowchart)

+ Filing requirements for certain domestic entities not effective until
2012 tax year

S 59



Form 8938, cont’d

+ Limitations to filing requirement

» If filer reported specified foreign financial assets on Forms 3520,
3520-A, 5471, 8621, or 8865, filer may check the appropriate box on
Form 8938 reflecting such and does not need to disclose assets again on
Form 8938.



Form 8938, cont’d

2012 FORM 8938 COMPLIANCE FOR INDIVIDUALS WITH
INTERESTS IN TRUSTS AND ESTATES

Is trust or estate foreign or domestic?

Domestic Foreign

Trust or estate?

Foreign trust or estate?

Estate Trust

Trust Estate

Form 8938 not Is foreign trust
required.

grantor trust?

Did beneficiary receive distribution from
foreign trust or estate or have knowledge of in-
terest based on readily accessible information?

Trust not required
to file for
2011 tax year.

No
(to both)

Yes
(to either)

Beneficiary
required to file
Form 8938 to report
foreign trust or estate as
foreign financial
asset. (223)

Beneficiary not

required to report.

(1)  Under proposed regulations, some domestic entities may be required to file Form 8938 in future years.
(2) Further analysis may be required in the case of discretionary or contingent interests.
3

Assuming value, when combined with taxpayer’s other reportable foreign assets, meets applicable filing threshold.
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Penalties for Failure to Comply

Form #
3520

3520-A

FinCEN
Report 114

(fka TD F 90-22.1)

8858

926

5471

8938

Description

Annual Return to Report Transactions With
Foreign Trusts and Receipt of Certain Foreign Gifts

Disclosure of Transfer to Foreign Trust
Annual Disclosure of Ownership of Foreign Trust
Disclosure of Distribution from a Foreign Trust

Annual Information Return of Foreign Trust with a U.S. Owner

Report of Foreign Bank and Financial Accounts (“FBAR”)

Information Return of U.S. Persons with Respect to Foreign

Disregarded Entities

Return by a U.S. Transferor of Property to a Foreign Corp.

Information Return of U.S. Persons with Respect to Certain

Foreign Corporations

Statement of Specified Foreign Financial Assets

Penalty

35% of the gross value of the property transferred
5% of gross value of the trust’s assets treated as owned
35% of the gross value of the property transferred

5% of gross value of the trust’s assets treated as owned

Potential civil and criminal penalties, including a fine of not

more than $500,000 and imprisonment for up to 5 years

$10,000 for each accounting period

10% of fair market value of property transferred, with
maximum of $100,000

$10,000 for each accounting period

$10,000 for each unreported/misreported year; penalty
for underpayment of tax increases from 20% to 40% if it
is attributable to a transaction involving an undisclosed
foreign financial asset

Cite

IRC86677(a)
IRC86677(b)
IRC8§6677(a)
IRC86677(b)

31 CFR 203

§6038(a)

§6038b(c)

§6038(a),
§6679

§6038D(d),
§6662(j)
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Mitt Romney’s

Foreign Tax Compliance



¢+ Swiss bank account

* FBAR

*  Form 8938 — Statement of
Specified Foreign Financial
Assets

SCHEDULEB
{Form 10404 of 1040)

Interest and Ordinary Dividends

Duparmast of tha Tros ey B Attach to Form 10404 or 1040, * Sag instructions on back.

Intermal Rpvenue Senace {B9]

ORAB No. 1545-0074

2010

N\al:hmll

Seguonca Heo, 08

Mame(s} showa oa eeium Your social security number
WILLARD M ROMNEY & ANHW D ROMNEY *
Part | 1 List name of payer I any interast is from a seller-financed mongage and the ount
Int " buryir used the properly as a personal residence, ses Instruclions on back and [ist
freres this Interest first, Also, show that buyer's social security number and address
(Sea instruetions
on back and the
instructions for
Foern 10404, o
Ferm 1040, ——
ling 8a.} 3,295,727,
i
Kate, If you
racelved 6 Form
109E-INT, Form
1089-010, ar I —
subsliute
staternant fram
a brokersga firm,
I8t the tiri's
namsa a6 tha
payer anid enler
the {otal interest e ==
shown onfhat 2 Add the amounts o Bne 1 L L 2 | 3,205,727,
form. 3 Excludable interest on sedes EE and | U5 savings bonds [ssued after 1588,
AttachForm 8BTS | . L. e e 3
4  Subtract line 3 from line 2, Enter the resull here and on Form 10404, or Farm
1040, e Ba . ., 0 ..y ow v o2 v s oy ns s s n e s sy > 4 3,295, 727,
Nate. If ling 4 is owver §1,500, you must campléte Part 1 Amount
Partll 5 Listnameof payer W _ —_—
X BBBOTT LABORATQRIES L 172,
Ordinary METLIFE e ]
Dividends e Y S
(Soe inspuctans W MLTT_ROMNEY 199F CRUT (R BRALEORD._ A
on back and the THE _BNN. AND_MITI_RQMNEY 1935 FAMILY . . __.__ _— -
pawpctionsfor  THE @, _MUTT_ROMNEY BLIND TRUST ____ 377,227,
Form 1040, THE mu: D, BOMNEY BLING _TRDZ . .
iine 9a.) ABT~ ED*_BEEE\S:.L_FQLHDFBﬁ EONR T, L.E 2.
ART- _SOLAMERE FCUNDERS FUND I-RB IF . L 4,104,
Mote. I you
Teceived B Foem
1068-D/V or
substiuta
statement fram
a brokesage firm,
list the firm's
name aa ihe
payes and anter
the eedinary
dividends shown
on that form.
§ Add the amounts on line 5. Enter the lotal here and on Form ‘IU-!EIA or Form [
1040, 0@ 98 . . 20w v w i e i e e g i s e | & 4,923, 348,
Mote. If line & is ever §1,500, you musi complete Part [
You must complete this part if you (a) had ower §1,500 of taxable interest or ordinary dividends, (b) had & Yes| N
Part [l forsign account; or (e) received a distribution from, or were a grantor of. or a transferor to, a fareign trust. o) No
Formn Ta At any time during 2010, did you have an interest in or a eignature or other autharity over a
Accounts financial actount = 8 foreign couniry, such as 8 bank account, securifies account, or other
Trusts financkal account? See instructions on Back for exceptions and fillng requirements for Form TD F [
‘M 20221
b If “Yee," enter the nama of the foreign courtry ®_ SWITZERLAND
er::krucl.inns an @ During 2010, did you receive a distribution from, or were you the grantor of, o transferer 19, a

! foraign trugt? If *Yes, " you may have to file Form 3520, Ses instructions on back

,1.‘:

For Paperwork Reduction Act Notice, see your tax refurn instructions.
INCLUDES, 829, 145,

OF 113 T

sy
A1800 2.000

Scheguin B (Form 10404 or 1040) 2010
A5 OBLIGATION INT. FROM SCH E-1 SOURCES
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¢+ Holdings in Cayman Islands,
Bermuda, Ireland and other

countries

FBAR

Form 8938 — Statement of
Specified Foreign Financial
Assets

Form 8865 — Return of
U.S. Persons with Respect
to Certain Foreign
Partnerships

8865 Return of U.S. Persons With Respect to | CHE Ho- 1045 106
Fem Certain Foreign Partnerships 2010

¥ Attach to your tax return. See saparate instructions.
Gepartiert Astachmant
intermai Revarun Sarvice beginning 1/1 Jmdandending  12/31 . m10 Sequenca o, 118

of e Treasmury Infgrmation furnishad far e forsign pertnerstip's te year

Name of parsca ling this retam Fller's a6 nmbar

THE BNN D. ROMNEY BLIND TROST

Filars acdress (i youw s poi fling this fem wiih pour the i) & Calegory of fler {saa Catagories of Filers In tha instructions and chieck sppcable boxles]
ROPES % GRAY, FRUDENTIAL TOWER 10 AN 3 @ 4[]

HUD E-'::'YLSTQ\] ST B Filer's ta year beginning 1,"1 Ellln «and ending _ 12:"31 Z‘DlD
T e

€ Filar's share of lighilities: Norracourse § 11,956 Gualiled nanmecsurse finanding & Ciher §

O Iffiler is a member of @ consolidated group bul not the panend, enter the fobowing information about the parent:

Harne [Em
Adress

E  Information about certain other pariners (gee instructions)

. Sheck applicabie bon'es)
1) M Addrees Idnifying rumber -_—Eﬂ-_;ﬂi_F‘_—
m o ® m Calegory 1| Category 2 | Constructve owner

F1 Mame and addness of foreign partiership

GOLDEN GATE CAPITAL OPPORTUNITY FUND LP
OWE EMBARCRDERD CENTEER, 39TH FLOOR

SAN FRANCISCOD, CA 84111

4 Date ol 5 Principsl place & Principal business 7 Prinipal business | 8a Fuml-imai curfancy T b Ep;n:-hange;ale
arganization of business acivity code number activity {500 inslr )
1/23/2007 s 525940 INVESTMENT |USD

_G__ Provide the folowing information for the foreign partnership's tax year:

1 Mane, address, and identifying rumber of agent (f anyl in the 2 Chack if fhe foralgn parinership must fie:
United States O Formgz [ Femaana 8 Form 1066 e 10868
Sarvice Canler where Form 1068 ar 10658 is filed
OGOEN, UT
3 MNama and addrase of foraign parinership's agant in courdry of 4 Namw and acdrisss of person(s) with custody of the books and
organization, i any records of it farsigh parinarship, and the location of such books
WALEERS and records, If diflerent copney gate cAPTTAL OPE FUND LE
WALEEE HODESE, E7 MARY STREET {NE EMBRECATERD CEHTER, 35TH FLOOR
GEQRGE TOWN, GRAND CAYMAN K¥1-9001, CAYMAN ISLANDS  |sam FRaNCISCD, ¢ 84111
§ \Were any sgecial allocations made by he foreign partnesenip? . . . . . . . . . . . . . . . . ® [ lves ENo

6 Enter the number of Forms BASE, informabon Refumn of ULS, Pemang With Respedd To Foreign Disregarded Enbifies,
attachad to this retum {see instnections) . . . T
T Howis this parinesship classiled wnder lhe |@w uflhs cnunlry nwi'l:h it Is organlwd? . l'

8 Did the pariresship own any separidé units wilhin fa méanng of Regulatons saciion 1 15[]3-2{1:}@:!. (&), o
11503 1i0ar . . . . ook Oves ue
8 [Dwpes this partnarship mest both uflna 1u|nw|ng requrernam.a”
+ The partnership's totel receipts for tha tax year were less than $250,000 and » [ Yes [No
+ The value of the parinarship’s tofal asseta at the end of the bax year was kees then 1 million. :
IF*¥as," do not complete Schadules L, M-1, and M-2,
Eign Hare Uneder panaibies of padjury. | Geclare hat | have st [hie b, inchudng Accornanying schediis i stabmets, ard 1511 best of my knowiedge
Qaly ¥ Fou and balief, if js trum, coact, and completz. Dedanston of prepeezr (ofher than genaral pariner o Nmited labifity company mambar) s bassd on al
&a Filing Information of which preparer has any nowledge.
This Form
Saparatuly
aitd Hal Wik )
Tour Tax ignalure of Ganaral FanGr ar 1ed by CoregsaTy Frem ber ( , D
Paid PrintTyps praparers nama Preparers signaturs Chack D M FTIN
Preparer sall-gmployad
Use Only [ _» Lrns b
y [Firms adaress e Pherte i,

Paperwork Reduction Act Notice, see the separate instructions, Form BBBE (z0)



5 4 7 1 Information Return of U.S. Persons With M Ho. 15450704
e Respect To Certain Foreign Corporations

I Sae peparate instructions.
Departessl ol e Trgasury | Information furnished for the fareign corporalian’s annual accaunting period {iax year required by

'3 Holdings in Cayman ISlandS, |kl Reseruis Bendce: sacfion 895) {se# Instructions) baginning . and aning gll::rnmm 121

Name of parson filng this reum A idendifying numbsr
WILLARD M ROMMEY & ANN D ROMNEY

Bermuqa, Ireland and Other Muimbeasr, steiol. and raom or s ne (o PO b number f sad & nobdboered b street address) B Calegory nf:l:r(:iull'l: 2’-ﬂ| zm ll‘JE:flf: sm
countries L!; !Ll M!ﬁll!!, lmlhll!wm i o 1503 3

Fiiar's taz yasrbginsing 01 /(01 /2010 andandeg 13 /31 /2010
D Pargands) an whases behall tde infermatian raluim i Red

[Raw. Decarribar 2007]

*  Form 5471 — Information
Return of U.S. Persons with
RespeCt to Certaln Forelgn Important: Fill in a.fap'ﬁ#cabfa lines and schedulas. Al infarmation must be in English, Al amounts must be stated

. in U8, doliars unless othenwize indical
Corporations T S e e ] B T T

{4} Check applicabla bosjes)

(1} Mame: (2) Arkdress ) deatibing rumber [l ] Coear | Drcir

SANEATY HIGH YIELD ASSET LNVESTORS LTD. M/ A
C/0 QUORUM INTERMATIONAL LTD., 21 CHURCE ST & Country uadar whose s incorparaled
HAMITTON, EERMUDR HM EERMUDA

d Oate of incorporation [ @ Prinaipal place of business | § Principal buzinass aciily | g Principal business Aty Funciional currency
cide numier
10/09/1957 L@RMUIJE e 5511 NYESTMENT HOLOUSD

2 Provide tha fallowing infermation for the forelgn comporalion’s Rocaunting period slabad above.
8 Nwme, address and identifying number of branch offics or agent @ any) |1 |f 5 U5, incoma tax retum was fled, entar;

in the United Steles {17 5. income lax paid
7 Tawable incotne or (loss) (after all credits}

¢ Mame end address of fareign corparation’s sladusory or resident agandin | d Name and address [Including corporate departmand, If spplicabls) of
ceaniry ol incarporation persen [or persans) wilh custody of the boaks and records of the foreign
coeperatian, and the location of such books and records, if different

Stock of the Foreign Corporation

{b} Wumbar of shares Esued and quisianding
{a) Dascription of each class of stock {1 Beginning of annual (3 End of annual
accounting partod accaunting period

CERbON 12,0, 12, 01,

Eor Baparwork Recuction Act Notics, see instructions. Farn 5471 (Rev. 12-2007)



Mitt Romney’s Tax Compliance

¢ Other Fun Stuff

* charitable foundation
* carried interests
* offshore hedge funds by retirement account
» avoids unrelated business income tax (UBIT)
* foreign tax credits
* grantor trust now worth $100M

~ payment of tax by grantor effectively a tax-free gift to trust
beneficiaries
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