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FATCA OVERVIEW 

 

 

 

FATCA is a federal law enacted in 2010 that requires 

foreign financial institutions to identify their U.S. customers 

and report information (FATCA Information) about financial 

accounts held by U.S. taxpayers either directly or through 

a foreign entity.  FATCA’s primary aim is to prevent U.S. 

taxpayers from using foreign accounts to facilitate the 

commission of federal tax offenses.    
 



LOYAL BANK LTD FATCA PROSECUTION 

 

 

 

Adrian Baron, the former Chief Business Officer and 

former Chief Executive Officer of Loyal Bank Ltd, an off-

shore bank with offices in Budapest, Hungary and Saint 

Vincent and the Grenadines, pleaded guilty to conspiring 

to defraud the United States by failing to comply with the 

Foreign Account Tax Compliance Act (FATCA). 



 

LOYAL BANK CONTINUED 

 

June 2017-IRS Undercover Agent met with Baron, explained that 

he was involved in stock manipulation schemes and wanted to 

open several bank accounts at Loyal Bank.  Although he was the 

beneficial owner of the accounts, he did not want to appear on 

any of the bank documents. 

 

July 2017-UCA met with Baron again to describe his scheme and 

that he wanted to circumvent FATCA reporting. 

 

August 2017-Multiple accounts were opened at Loyal Bank and 

no information was requested by Loyal Bank for FATCA 

purposes. 



IRS LIMITED USE OF UNDERCOVER OPERATIONS 

 

The use of undercover operations is a lawful technique 

used in the detection and investigation of tax fraud, 

political corruption, organized crime, money laundering, 

narcotics trafficking, questionable return preparers, and 

other priority areas related to tax crimes. 

 

Early undercover case used by IRS was in the Al 

Capone investigation. 
 

 

 



IRS-CI AREAS OF FOCUS 

 

International Tax Fraud 

Abusive Tax Schemes 

Employment Tax 

Refund Crimes-QRP, RPP, ID Theft 

Cyber Crimes-Including Virtual Currency 

Political/Public Corruption 

Fraud Referral Program 

Money Laundering/Bank Secrecy Act (BSA) 

Organized Crime Drug Enforcement Task Force (OCDETF, 

HIDTA, ASSET FORFEITURE 



NATIONALLY COORDINATED INVESTIGATION 

UNIT (NCIU) 

 

NCIU will be responsible for overseeing all IRS field offices, and 

coordinating major investigations at a national level 

 

Initially focused on Employment Tax, International Tax 

Enforcement, Microcap Stock Fraud (coordinating with the SEC), 

and fuel excise tax 

 

Unit will report to CI Executives in HQ and will identify national 

areas of non-compliance 

 



NCIU CONTINUED 

 

 

 

Multinational effort to address the increasingly global nature of 

criminal tax and financial crime.  

 

Data-driven target selection will identify and prioritize the best 

possible cases and ensure efficient use of resources.  

 

Influence the global regulatory and legislative framework to 

anticipate and address evolving criminal methodologies.  

 



INTERNATIONAL TAX ENFORCEMENT GROUP (ITEG) 

 

 

Dedicated to  developing significant international tax 

investigations, building on the NCIU efforts, utilizing data 

analytics from BSA, FATCA, OVDP, Swiss Bank investigations, 

Whistleblowers including the Panama Papers and Paradise 

Papers 

 

Attaches will be located in Barbados, Bogota, Frankfurt, Europol 

(at the Hague), Hong Kong, London, Mexico City, Ottawa, 

Panama City and Sydney and the Netherlands 

 
 

 

 



ITEG CONTINUED 

 

Multinational effort to address the increasingly global nature of 

criminal tax and financial crime. 

 

Data-driven target selection will identify and prioritize the best 

possible cases and ensure efficient use of resources.   

 

CI is utilizing data analytics to mine the vast data available 

from FATCA, Bank Secrecy, OVDP, and other data sets to 

match with the tax returns filed. 

 



Joint Chiefs of Global Tax Enforcement  aka J5 

Australian Criminal Intelligence Commission (ACIC) 

and Australian Taxation Office (ATO) 

 

Canada Revenue Agency (CRA) 

 

The Netherlands - Fiscale Inlichtingen- en 

Opsporingsdienst (FIOD) 

 

The United Kingdom - HM Revenue & Customs 

(HMRC) 

 

Internal Revenue Service Criminal Investigation (IRS-

CI) 



The J5 is dedicated to combatting transnational tax crime, 

committed to: 

 

Develop shared strategies to gather information and 

intelligence that will strengthen operational cooperation in 

matters of mutual interest, and target those who seek to commit 

transnational tax crime,  cybercrime and launder the proceeds of 

crime 

Drive strategies and procedures to conduct joint 

investigations and disrupt the activity of those who commit 

transnational tax crime, cybercrime and enable money 

laundering 

Collaborate on effective communications that reinforce that 

J5 is working together  to tackle transnational tax crime, 

cybercrime and money laundering. 



HYPOTHETICAL 

 John Schultz was born in Vienna, Austria. He came to the United States in 1960 

and attended graduate school in the United States, where met his wife, Sally 

Jones, a U.S. citizen. They got married in 1966 and Mr. Schultz became a dual 

U.S.-Austrian citizen. Soon after marriage Mr. Schultz founded a widget factory. He 

manufactured and sold widgets throughout the United States and around the 

world. In the 1990s, Mr. Schultz was advised that "many businesses engaging in 

international sales set up Swiss bank accounts to receive payments from 

European and other customers." Mr. Schultz thought it was a good idea, because 

he was having difficulty finding a U.S. bank that would accept foreign currencies 

and if he found such a bank, the cost to convert to U.S. dollars substantially cut 

into his profit margin. In 1998, Mr. Schultz opened an account at Credit Suisse 

under the name "IAM Corporation." He then proceeded to direct some of his 

international customers to wire payments for his goods to the Credit Suisse 

account. Mr. Schultz was the only signatory on the Swiss account and he used his 

Austrian passport to open the account. Mr. Schultz accumulated funds year after 

year in the account and withdrew money from it only when he and his family visited 

Europe. When in Switzerland, Mr. Schultz would visit the bank with his wife, and 

sometimes with his eldest son, to withdraw funds to cover vacation expenses.  



Neither the wife nor the son asked any questions about the account, but they were 

well aware that Mr. Schultz had maintained it for several years, because he would 

comment about how much money was accumulating in the account and how it was 

such a good idea to open it. In 2010, Mr. Schultz turned 75 and he and his family 

no longer traveled to Europe. By then, the account balance had reached 

$7,500,000 and Mr. Schultz wanted to continue to receive the benefit of the money. 

Therefore, in 2010 Mr. Schultz arranged for Credit Suisse to automatically wire 

transfer $10,000 per month and an additional $50,000 per quarter to his account at 

Wells Fargo Bank. The Wells Fargo Bank account was also maintained under the 

name, IAM Corporation, so Credit Suisse had no problem following Mr. Schultz' 

instructions to set up the automatic wire transfer arrangement. Mr. Schultz told his 

wife and his older son that even though he had retired, they would continue to 

receive a stream of income into the IAM corporate account and that the money 

could be used the cover the family living expenses. In 2015 Mr. Schultz passed 

away. The automatic wire transfers continued and on August 30, 2018 Credit 

Suisse sent a "FATCA letter" to Mr. and Mrs. Schultz' post office box in Zurich, 

Switzerland. Mr. and Mrs. Schultz have never filed FBARs or Forms 8938 and Mrs. 

Schultz now seeks advice on how to respond to the FATCA letter 



FATCA- FUTURE CRIMINAL IMPLICATIONS 

Since the FBAR statute has been around since 1970, one 

might argue that it took the Department of Justice, working 

with the IRS, a fair amount of time to consider bringing FBAR 

criminal violations in the context of tax fraud and secret 

offshore bank accounts. Clearly, the same cannot be said to 

hold true with respect to the Government’s consideration of 

FATCA violations as can be seen by the two criminal matters 

arising out of the Eastern District of New York.  

 
 



In addition to expecting that we will see more FATCA 

violations being brought under Title 31 § 371, it is also likely 

that we will see the Government pursue such violations in the 

context of Title 26, in connection with a U.S. accountholder’s 

filing, and/or lack thereof, of Form 8938, including but not 

limited to: (a) Section 7203-Failure to File; (b) Section 7201-

Spies Evasion- Failure to file plus affirmative acts; (c) Section 

7206(1)-False Form 8938; or (d) Section 7207-Submission of 

False Documents.  

It is also likely that in addition to the Government pursuing 

U.S. persons criminally in connection with their FATCA 

reporting requirements, when it comes to the FFI obligations 

under FATCA, foreign bankers, architects or orchestrators of 

offshore fraud schemes and others, as seen in Baron and 

Bandfield, should beware. 
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