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Recent Senate Finance Committee Bipartisan Tax Working Group Report

The Senate Finance Committee recently issued its Bipartisan Tax Working Group Reports.  The 

five reports (Business Income, Community Development & Infrastructure, Savings Investment, 

Individual Tax, and International Tax) offer very little in the way of specific recommendations on 

tax reform, either domestic or international. Essentially the reports put up for review the current 

tax code while highlighting areas for focus and attention, and where potential reforms could be 

made.  

In keeping with this presentation strategy, tax treatment of Americans overseas is called out in 

the International Tax report, specifically with a review of the current tax law (pgs 44 and 48) and 

an appeal for the tax writing committees to take into consideration the recommendations 

provided to the committees (pg 80).  See relevant excerpts below.

ACA is pleased to see the topic of Americans overseas noted in this report, as there was a time 

when the specific tax issues of overseas Americans were not discussed or seriously considered 

by the Congress.

It is thanks to the work of ACA and other overseas organizations that the tax-writing committees 

now address and speak directly to the problems of overseas filers.  Overseas Americans should 

see this report as a positive step forward and a testament to how ACA’s advocacy work in 

Washington, D.C., has raised the issue of tax reform for overseas Americans to the visibility it 

has today.

US citizens living abroad:  the foreign earned income exclusion (pg 44)

"A U.S. citizen who earns income in a foreign country also may be taxed on that income by the 

foreign country. As a practical matter, the United States generally cedes the primary right to tax a

U.S. citizen’s foreign source income to the foreign country in which the income is derived. This 

concession is effected by the allowance of a credit against the U.S. income tax imposed on 

foreign-source income for foreign taxes paid on that income. As described previously, the 

amount of the credit for foreign income tax paid on foreign-source income generally is limited to 

the amount of U.S. tax otherwise owed on that income. Accordingly, if the amount of foreign tax 

paid on foreign-source income is less than the amount of U.S. tax owed on that income, a 

foreign tax credit generally is allowed in an amount not exceeding the amount of the foreign tax, 

http://www.finance.senate.gov/download/?id=B4AEDDC8-9E94-4380-9AF4-9388953FB347
http://www.finance.senate.gov/download/?id=E1FA3F08-B00C-4AA8-BFC9-7901BD68A30D


and a residual U.S. tax liability remains."
 

Income Taxation of Individuals (pg 48)

"The United States generally imposes income tax on the worldwide income of U.S. citizens and 

residents. Thus, all income earned by a U.S. citizen or resident, whether from sources inside or 

outside the United States, is taxable whether or not the individual lives within the United States. 

All U.S. citizens and residents whose gross income for a taxable year is not less than the sum of 

the personal exemption amount and the basic standard deduction are required to file an annual 

U.S. individual income tax return. "

Overseas Americans (pg 80)

"According to working group submissions, there are currently 7.6 million American citizens living 

outside of the United States. Of the 347 submissions made to the international working group, 

nearly three-quarters dealt with the international taxation of individuals, mainly focusing on 

citizenship-based taxation, the Foreign Account Tax Compliance Act (FATCA), and the Report of 

Foreign Bank and Financial Accounts (FBAR).While the co-chairs were not able to produce a 

comprehensive plan to overhaul the taxation of individual Americans living overseas within the 

time-constraints placed on the working group, the co-chairs urge the Chairman and Ranking 

Member to carefully consider the concerns articulated in the submissions moving forward."
         

Government Commission Proposed to Study Effects on Americans Overseas

From voting rights to financial reporting, the almost eight million Americans who live overseas 

are often adversely impacted by federal policies that fail to consider their unique circumstances. 

That has Reps. Carolyn B. Maloney (D-NY) and Mike Honda (D-CA), of the Americans Abroad 

Caucus, concerned. The pair today introduced new legislation to establish a commission that 

would study the variety of ways federal policy fails those living outside the 50 states.

The legislation creates a 10-member bipartisan Executive Commission to study the impact of 

U.S. laws and Executive actions on the overseas American community. The study would then be 

used to make recommendations for actions Congress and the Executive Branch could take to 

improve collaboration and communication of policies impacting this community. The intent of the 

review is to enhance awareness, coordination, and integration of the activities of the federal 

government relating to Americans abroad.
  

American Expat Vote in 2016 Elections “Significant”

Out of the estimated 7.6 million American expats, 58% voted in the last U.S. presidential 

election, according to the most recent Greenback Expat Tax Servicessurvey.  The survey 

showed that the other 42% didn’t vote because they didn’t understand the voting process from 

overseas or they didn’t realize how important their vote could be.  The majority of expats 

surveyed said they did not feel that they were adequately represented in the U.S. government.  

http://www.greenbacktaxservices.com/about-our-expat-tax-services/


"U.S. expats represent a larger community than the entire populations of Rhode Island, 

Montana, Delaware, South Dakota, North Dakota, Alaska, the District of Columbia, Vermont and 

Wyoming combined," Greenback Co-founder David McKeegan stated. "This is a significant 

voting population that could have a real, material impact on the upcoming Presidential election. 

[…]  Our survey indicates that with the major issues U.S. expats are facing, including tax 

compliancy, FATCA and FBAR reporting regulations and a feeling of being under-represented, it 

stands to reason that they may be more inclined to vote if a candidate actively addresses their 
concerns and lobbies for positive change on their behalf." Read the full article here. 

ACA, Inc. announces the recipient of the 2015 Thomas Jefferson Award

ACA, Inc. announced Ambassador Michele Thoren Bond as the recipient of the 2015 Thomas 

Jefferson Award for outstanding service by a State Department employee to Americans abroad.

Ambassador’s Bond’s nomination noted her extensive work done on behalf of the American 

community in the Netherlands where she served as Principal Officer. During her tenure in the 

Netherlands, Michele worked tirelessly to create ongoing contacts with many American groups. 

Her natural impulse is to do her job with wisdom and ultimate professionalism while still relating 

to each person as an individual. She often traveled to different parts of the country to create 

“outposts” so that American citizens could more easily receive consular assistance. 

ACA, Inc. launched the Thomas Jefferson Award in 1994 to commemorate the 250th anniversary

of the birth of Thomas Jefferson, America's first Secretary of State.
 

Caucus members support FATCA "Same Country Exemption"

After receiving input from organizations representing American citizens living and working 

overseas, Americans Abroad Caucus Co-Chairs, Carolyn Maloney (D-NY) and Mick Mulvaney 

(R-SC) are encouraging colleagues in the House to support a “Same Country Exemption”  type 

ruling which would alleviate some of the most pressing problems resulting from the recent 

implementation of the FATCA (Foreign Account Tax Compliance Act) legislation.

The Co-Chairs are circulating a letter to colleagues in the House for signature that will be sent to 

the Secretary of the Treasury, Jacob Lew and the IRS Commissioner, John Koskinen. This letter 

requests that the Treasury Department adopt recommendations from the Taxpayer Advocate to 

exclude from FATCA reporting financial accounts maintained by a financial institution in the 

country of which the U.S. person is a bona fide resident. See extract from the letter below:

“On behalf of the roughly eight million American citizens who live abroad, we write to express 

our concerns regarding several tax reporting requirements imposed on U.S. citizens living 

abroad that have created the unintended consequence of limiting overseas Americans’ access to

legitimate banking services. We respectfully request that the Treasury Department adopt a 

recent Taxpayer Advocate Service recommendation that Foreign Account Tax Compliance Act 

https://americansabroad.org/files/8614/3624/8803/michele-bond-tj-award-2015.pdf
http://www.reuters.com/article/2015/05/26/idUSnGNX4jnbWS+1c3+GNW20150526


(FATCA) reporting exclude financial accounts maintained by a financial institution in the country 

of which the U.S. person is a bona fide resident.”

This exclusion for FATCA reporting mirrors the recommendation for “Same Country Exemption” 

that ACA, Inc. and other overseas organizations have long advocated. “Same Country 

Exemption” would allow Treasury to achieve the legislative goals of FATCA while allowing 

Americans who have need for overseas banking services to maintain financial accounts in the 

country in which they legitimately reside.

ACA, Inc. on the forefront of these issues and your representative in Washington, D.C., 24/7, has

been instrumental in advancing “Same Country Exemption”--bringing it to the attention of the 

Legislature, the Taxpayer Advocate and the Americans Abroad Caucus.
 

Delinquent FBAR and Tax Filing Penalties

Recent media articles surrounding penalty assessments for delinquent FBAR filings have 

caused confusion over the various IRS programs in place for individuals who need to become 

compliant with FBARs. The following information is provided as a brief explanation of the 

programs available.

This information is not a replacement for qualified, professional tax advice for those individuals 

considering FBAR compliance. ACA recommends that individuals considering becoming 
FBAR complaint seek the advice of a professional tax adviser prior to moving forward 
with compliancy.
 

• Streamlined filing procedures for U.S. citizens (and Green Card holders) residing 

outside of the United States. 

These procedures generally apply when:  i) the taxpayer failed to report income, ii) tax is owed, 

and the iii) the failures were “non-willful.” The filing must include a narrative statement of non-

willfulness.

No penalties will be applied. However, the returns filed under the streamlined program may still 
be selected for audit. 

• Delinquent FBAR Submission Procedures

These procedures generally apply when the taxpayer did not fail to report any income and does 

not owe any tax, but innocently (non-willfully) failed to file a required FBAR, or innocently (non-

willfully) failed to include an account on a previously filed FBAR. These taxpayers can go back 

and file the delinquent FBARs with a statement indicating why the FBAR is being filed late. 

The IRS will not impose a penalty for failure to file the FBARs. If the taxpayer subsequently gets 

examined and discovers that the taxpayer did in fact fail to report income, penalties can then be 
applied. 

http://www.irs.gov/Individuals/International-Taxpayers/Delinquent-FBAR-Submission-Procedures
http://www.irs.gov/Individuals/International-Taxpayers/U-S-Taxpayers-Residing-Outside-the-United-States


• Delinquent International Information Return Submission Procedures (i.e., Form 8938, 

Form 5471, Form 3520, etc.)

Similar to the delinquent FBAR submission procedures, these procedures generally apply when 

the taxpayer did not fail to report any income and does not owe any tax, but innocently failed to 

file any of the required international forms. 

The taxpayer can file the delinquent forms, but must include a statement of reasonable cause for

the failure to file the form, and certify that any entity for which the information returns are being 

filed was not engaged in tax evasion. Assuming the IRS accepts the reasonable cause 

explanation, penalties will not be applied. However, the IRS can still examine the filed forms or 

the associated tax returns.
 

• Offshore Voluntary Disclosure Program (OVDP)

This program applies when the taxpayer willfully neglected to report income and file FBARs. 

With this program taxpayers receive a closing agreement, and the returns filed within the 

program may generally no longer be examined. Entry into the program is expensive and binding.

Penalties will be applied, including a 27.5% or 50% offshore penalty based on the highest value 

of the assets held offshore during the disclosure period (8 years). It is a laborious process, so 

associated professional fees will be much higher as compared to the other procedures.

This program is generally appropriate for taxpayers who acted willfully because if the IRS 

catches up to such individuals before they enter the OVDP, the results could be much worse 

than if they had entered the OVDP. If a taxpayer who acted willfully does not enter the OVDP 

program and get examined by the IRS, they would potentially be subject to the very severe willful

failure penalties, or even criminal prosecution in certain cases.
 

• Quiet Disclosure

This was much more widely used by non-willful taxpayers before the availability of the 

streamlined procedures and delinquent filing procedures. The IRS has said repeatedly that 

taxpayers filing quiet disclosures will have no penalty protection (both for willful and non-willful 

behavior) if they get examined.
 

Recent IRS Announcement on FBAR penalties
The IRS has recently released updated guidance regarding FBAR examinations and FBAR 

penalties to make the process and potential penalties slightly more taxpayer friendly (the 

“Guidance”). The Guidance applies to FBARs that are under examination. The Guidance does 

not impact the procedures described above that are available to taxpayers to get right with the 

IRS before an examination occurs.

• Examination Procedure:  Now, the IRS examiner must “consult with the division’s 

FBAR coordinator after making a preliminary determination of penalties, and obtain the 

http://www.irs.gov/Individuals/International-Taxpayers/Offshore-Voluntary-Disclosure-Program-Frequently-Asked-Questions-and-Answers-2012-Revised
http://www.irs.gov/Individuals/International-Taxpayers/Delinquent-International-Information-Return-Submission-Procedures


approval of the group manager.”

• Penalties - Willful Failures:   Penalties for willful failures to report still exist for those 

individuals who fall outside of the aforementioned programs or who chose Quiet 

Disclosure where there is not penalty protection. For years under examination that 

involve willful failures, the Guidance indicates that “in most cases”, the total penalty for 

all years under examination will be 50% of the highest aggregate balance of all 

unreported accounts. The highest possible penalty will be 100% of the highest 

aggregate balance of all unreported accounts. This is a change as, prior to the 

Guidance, the IRS could assess penalties for willful failures equal to a multiple of the 

value of the unreported foreign accounts. The IRS is recognizing that assessing a 

penalty of over 100% of the value of the account might violate the Eighth Amendment 

prohibition against excessive fines and penalties.

• Penalties - Non-willful Failures:  Penalties for non-willful failures to report still exist for 

those individuals who fall outside of the aforementioned programs or who chose Quiet 

Disclosure where there is no penalty protection. For non-willful failures, the total 

penalty will be limited “in most cases” to $10,000 per year, regardless of the number of 

unreported accounts for the years under examination. In addition, the total penalty for 

non-willful failures will be limited to 50% of the highest aggregate balance of all 

unreported accounts for the years under examination. This is a change as, prior to the 

Guidance, an individual was potentially subject to penalties of $10,000 per account per 

year for non-willful failures.

IRS YouTube Videos
The IRS has released YouTube videos here and here aimed at Americans living abroad to assist 

them with understanding their filing obligations.

 

Contact your members of Congress
ACA’s website now hosts two   links that can help you contact members of Congress. They 

include addresses, fax numbers, sample letters and general advice on contacting a member of 

Congress. Remember, our efforts depend on our Representatives continuously hearing from 

Americans abroad.
 

ACA applauds the Taxpayer Advocate (TAS) for continuing to highlight the issues and 
concerns for overseas filers. 

On page 48 of Nina Olson’s mid-year (July 2015) report to Congress 

(See:www.taxpayeradvocate.irs.gov/2016ObjectivesReport), TAS notes that the FATCA 

legislation as currently drafted has impacted the following taxpayer rights: 1) the right to pay no 

more than the correct amount of tax and, 2) the right to privacy and the right to a fair and just tax 

system.

http://www.taxpayeradvocate.irs.gov/2016ObjectivesReport
https://americansabroad.org/helpful-information/links-other-sites
http://americansabroad.us9.list-manage1.com/track/click?u=44149a71417b0518f29267eba&id=8e780a724d&e=7ba9eefb51
https://www.youtube.com/watch?v=DUDOXG4_5-U
https://www.youtube.com/watch?v=8FTGVVA8ea8


TAS notes that the consequences of FATCA continue to fall heavily on honest taxpayers and that

FATCA non compliance rates for overseas filers are not significantly greater than non-

compliance rates for the general tax population of taxpayers. TAS recommends the 

“development of mechanisms, such as the “same-country exception,” to mitigate the unintended 

negative consequences of FATCA….”

TAS also highlights the lack of outreach by the IRS to overseas filers, noted on page 77 of the 

report, impacting taxpayers rights to:  1) be informed, 2) to quality service and,  3) to a fair and 

just tax system.

TAS continues to advocate for increased services for overseas filers including the reopening of 

the IRS tax attaché offices abroad with the inclusion of a LTA (Low Income Taxpayer Assistance) 

service. ACA has worked to bring the issues of overseas Americans to the attention of TAS and 

we are pleased to see that the concerns ACA has raised and the proposed solutions are being 

supported by TAS.

The Taxpayer Advocate Service (TAS) is an independent organization within the IRS and is your 

voice at the IRS.  Their mission is to help taxpayers whose problems are causing financial 

difficulty. You may be eligible for TAS’ help if you’ve tried to resolve your tax problem through 

normal IRS channels and have gotten nowhere, or you believe an IRS procedure just isn't 

working as it should.  TAS’ services are free.

As a taxpayer, you have rights that the IRS must respect. TAS will help you understand those 

rights and ensure that they’re protected in any contacts with the IRS.  If you qualify for help, 

you’ll be assigned to one advocate who will be with you at every turn.

TAS has a tax toolkit with basic tax information, details about tax credits (for individuals and 

businesses), and lots more.  Find out more at TAS’ website, and the “Taxpayer Advocate” 
section of the ACA website. 

                                                                                    

NEWS AND ACTIVITIES
IRS videos for International Taxpayers

If you are a U.S. citizen or green cardholder living abroad, and you meet the minimum income 

thresholds, U.S. law requires you to file a tax return every year whether or not you owe any 

money to the IRS.  In an attempt to clarify compliance procedures, the IRS has published videos 
specifically for International Taxpayers on the IRS YouTube channel:

1.International Taxpayers-Foreign Earned Income Exclusion

2.International Taxpayers-Filing Requirements

3.International Taxpayers-Individual Taxpayer Identification Number (ITIN)

http://www.irs.gov/Individuals/International-Taxpayers/International-Taxpayers-Videos
http://www.irs.gov/Individuals/International-Taxpayers/International-Taxpayers-Videos
http://www.irs.gov/pub/irs-pdf/i1040gi.pdf
http://www.irs.gov/pub/irs-pdf/i1040gi.pdf
https://americansabroad.org/issues/taxation
https://americansabroad.org/issues/taxation
http://www.irs.gov/uac/How-Does-the-Taxpayer-Advocate-Service-Work-for-You?
http://www.taxpayeradvocate.irs.gov/


4.International Taxpayers-Filing Status If Married to a Nonresident Alien

5.International Taxpayers-Introduction to the International Taxpayers Web Page

6.International Taxpayers-Foreign Tax Credit

For more information, see this ACA article or visit the International Taxpayers page on IRS.gov.

 

ACA IN THE MEDIA
ACA continues its efforts in informing the world of the unintended consequences of FATCA 
legislation.  Expat Forum’s website has picked up on our efforts, also pointing out that recent 

polls indicate that of the estimated 7.8mm population, over a million Americans overseas have 

been denied access to basic financial services. 

ACA Executive Director Marylouise Serrato is quoted,

“If the account in question is a garden variety bank account and it sits in a bank down the street 

in the same country, it’s realistic to assume that this account is used for normal, everyday 

purposes such as to buy groceries, to pay the rent, to pay for vacation travel, and so forth.  This 

type of account should not be affected by FATCA. With this exemption, foreign bankers could 

relax a bit when dealing with their American customers. And Americans living outside the US 

would not need to feel that they are being unfairly targeted.”

HOW TO GET INVOLVED
Send us your testimonials on how current legislation is affecting you.  These testimonials are 

important to our advocacy work but even more important is your work in contacting your own 

Congressional representative.  We ask you to write to your representative today and let him or 

her know your thoughts and personal experience, and please send a copy to ACA as well. 

Do you have a testimonial about how the Foreign Earned Income Exclusion (FEIE) was a 

decisive element in helping you establish a company or business overseas? If you do please 
send it to ACA using our direct link, and read ACA's recent position paper underscoring the 

critical importance of FEIE, "The Section 911 Mirage".

You can also support our work by writing directly to the Tax Committees responsible for tax 

reform and asking for Residence-based taxation (RBT). 

You can also write your own Representatives in Congress about Residence-Based Taxation 

(RBT) and your support for it.  Tell them about yourself, so that they learn about a real-life 

overseas American.  Otherwise, no one is there to tell them that we’re not all tax-dodging 

billionaires.

https://taxreform.gov/
https://americansabroad.org/files/9713/8590/8568/aca-911-mirage-dec-2-2013.pdf
https://americansabroad.org/issues/taxation/share-your-banking-or-tax-story
http://www.expatforum.com/america/foreign-tax-rules-may-be-unfairly-targeting-us-expats.html
http://www.irs.gov/Individuals/International-Taxpayers
https://americansabroad.org/issues/taxation/irs-video-presentations-taxpayers-abroad


Lastly: if you haven’t done so already, join ACA!  Since 1978, ACA has been the Voice of 

Americans Overseas, advocating for and defending the rights of US citizens living and working 

abroad.

ACA ON THE WEB, FACEBOOK, AND TWITTER
ACA’s website and its periodic News Updates are its key communication channels to ACA 

members and to the millions of Americans all over the world. The ACA website includes a wealth 

of information: descriptions of the impact of U.S. laws on the various issues – citizenship, voting, 

Social Security, Medicare, banking and taxes – as well as ACA position papers, references to 

ACA in the press and a multitude of links to press articles related to ACA issues.

Many members and supporters follow ACA on Facebook, and this provides ACA with an 

opportunity to connect with them on a more regular basis. To get the most immediate, up-to-date
information on ACA’s work and initiatives visit Facebook or our website, and sign up for our 

Twitter feed @ACAVoice.

 

SUPPORT ACA
There are many ways you can support ACA.  You can become a member, volunteer, or make 
a donation to support our cause. 
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