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The Wolfe Law Group is an international array of legal and tax experts providing 

collaborative services for Global High Net Worth Investors on a per client basis. 

  

Gary S. Wolfe, A Professional Law Corporation has over 35 years of experience providing 

clients with expertise for IRS Civil and Criminal Tax Audits, International Tax Planning, and 

International Asset Protection. 

  
Awards 
Since 2015 Gary have been the recipient of 29 separate international tax awards from 10 

different global expert societies in London/UK including: 
  
International Tax Planning Law Firm of the Year Award (2017) – International Advisory 

Experts. 
  
International Tax Advisor of the Year (2017) - Global Business Magazine/Prof. Sector 

Network.  
  
Click here for complete list. 
  
Books 
To date Gary has written 18 e-books (available on Amazon) regarding the IRS, International 

Tax Planning and Asset Protection. Click here for complete list. 
  
Articles 
To date Gary has published or been interviewed in 100+ separate articles published by 15 

different US and International magazines. Click here for complete list. 
  
Video 
In December 2016 Gary was interviewed by California CEO Magazine and RCBNNews.org 

on the subject of Criminal Tax Evasion and IRS Tax Audits: Civil and Criminal Issues. This 4 part 

series, which has been published by Lorman Education, can be viewed below: 
  
Criminal Tax Evasion - Part 1  
Criminal Tax Evasion – Part 2  
Criminal Tax Evasion – Part 3  
Criminal Tax Evasion – Part 4 
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Prior to 2017, Foreign Investors followed a 2-tier investment 

strategy for US source assets. They capitalized a Single Member 

US LLC (“US LLC”), which invested as a 25% Foreign 

Shareholder of a US Corporation which made US investments to 

purchase US Assets (e.g. real estate). Investors previously hid 

their ownership of their US investments by their Domestic 

Disregarded Entity Classification which precluded tax filings for 

the US LLC. 

This tax reporting exemption shielded disclosure of their identity 

as owner in interest for US assets. Title to US based assets was 

held in the name of the US Corporation (with the 25%+ Foreign 

Owner). This US Corporation (which is on title for US assets) is 

now A Reporting Corporation (Reporting Corporation) obligated 

to file Form 5472 annually with the IRS (2017 forward) and 

disclose of the US LLC as a 25% shareholder. 

Prior secrecy of their identity (provided by their non-tax filing 

status as a Domestic Disregarded Entity) precluded inquiry into 

their source of funds (origin, legality, taxes paid) by their 

government (or others) eliminating risks of civil penalties, 

criminal prosecution and asset seizures which risks are now 

“front and center”. 



 

  

The US LLC was not subject to Form 5472 filing until 12/13/16 

when the issuance of Final Treas. Reg. 1.6038A .This new Treas. 

Reg. imposed comprehensive Record Maintenance and 

Bookkeeping Requirements on the Reporting Corporation who 

now must disclose the Identity and Information on a Foreign 

Investor with a Single Member (US LLC) that owns 25%+ of the 

Reporting Corporation. 

The Form 5472 filing has IRS audit risk under the Related Party 

Transaction Rules (IRC 267) imposed under the Form 5472 

which disallow losses on sales between Related Parties, defer 

deductions until inclusion as income on Related Party 

Transactions (see: Treas. Reg. Sec. 1.482-1(i)(7). 

The accounting complexities of the related party transactions, 

IRS audit risk, the record keeping requirements imposed by 

Form 5472 bode dangerously for foreign investors who relied on 

the now eliminated IRS reporting exemption to hide their 

ownership of US assets. They may find themselves in a “world of 

pain” with their plans upended and no clear resolution or answer 

to questions which may be posed by their Government or others: 

What was the Source of funds used to invest? 

Were all taxes paid? 

What US assets were purchased? 

Was it an all cash purchase? 



 

Is your family (brothers, sisters, spouses, ancestors, lineal 

descendants) involved in these same investments or in related 

party transactions with the Reporting Corporation? If so, are 

they aware of IRS tax audit risk? 

Tax Advisors may also face exposure for criminal tax prosecution 

for Tax Crimes including: IRC 7206 (2): submit false information 

to the IRS; IRC 7206 (4): assist client to conceal assets. 

Failure to file Information returns (Form 5472) will place the 

Reporting Corporation at risk for non-tax compliance, face civil & 

criminal penalties as well as US Asset Seizure. The incomplete 

corporate tax return filed (Form 1120, to which the Form 5472 is 

attached) is not considered a tax filing and the Statute of 

Limitations is suspended for IRS civil tax audit until filing 

complete tax return. 

The gravity and risk is tax compliance penalties (both civil and 

criminal). The US Supreme Court weighed in on the issue of tax 

compliance in the 1943 Case Spies (317 US 492 496 (1943): 

The Government is entitled to have its required tax return filed 

on time…. Punctuality is important to the Fiscal Situation and 

criminal sanctions assure punctual as well as faithful 

performance of these duties. 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The material appearing in this website is for informational purposes only and is not legal advice. 
Transmission of this information is not intended to create, and receipt does not constitute, an 
attorney-client relationship. The information provided herein is intended only as general information 
which may or may not reflect the most current developments. Although these materials may be 
prepared by professionals, they should not be used as a substitute for professional services. If legal or 
other professional advice is required, the services of a professional should be sought. 

The opinions or viewpoints expressed herein do not necessarily reflect those of Lorman Education 
Services. All materials and content were prepared by persons and/or entities other than Lorman 
Education Services, and said other persons and/or entities are solely responsible for their content. 

Any links to other websites are not intended to be referrals or endorsements of these sites. The links 
provided are maintained by the respective organizations, and they are solely responsible for the 
content of their own sites. 


