
Foreign Accounts With Domestic
Banks Are Subject to FBAR Rules

By Shamik Trivedi — strivedi@tax.org

Accounts held by U.S. persons in foreign
branches of domestic banks are subject to foreign
bank account reporting requirements, an IRS official
said during the question-and-answer session of an
IRS-sponsored webcast June 1.

The comment by Samuel Berman, special coun-
sel, IRS Small Business/Self-Employed Division,
came after a practitioner questioned whether for-
eign bank account reporting was necessary if a U.S.
bank issuing to a taxpayer a Form 1099-INT, ‘‘Inter-
est Income,’’ indicated that the account was held in
a foreign branch, and it was met with disbelief by
some participants of the webcast.

‘‘For FBAR reporting purposes, it doesn’t matter
that the branch is owned by a domestic bank,’’
Berman said. ‘‘If it’s a branch located in a foreign
country, it’s a foreign financial institution, and
accounts in foreign financial institutions would be
reported on an FBAR.’’

‘For FBAR reporting purposes, it
doesn’t matter that the branch is
owned by a domestic bank,’ Berman
said.

Foreign bank account reporting was enacted as
part of the Bank Secrecy Act in 1970 and requires
that U.S. persons who have a financial interest or
signature authority over foreign financial accounts
with an aggregate value exceeding $10,000 report
those accounts or face severe criminal or civil
penalties. Final rules were recently released by
Treasury’s Financial Crimes Enforcement Network
(FinCEN). On May 31 FinCEN and the IRS an-
nounced that a small group of individuals with only
signature authority will receive an extra year to file
FBARs. (For the final rules, see Doc 2011-3854 or
2011 TNT 37-11. For IR-2011-57, see Doc 2011-11749
or 2011 TNT 105-15. For prior coverage, see Tax
Notes, May 16, 2011, p. 681, Doc 2011-9845, or 2011
TNT 89-30.)

Berman was joined on the webcast by Rodney A.
Lundquist, Small Business Administration liaison
to FinCEN. Most questions focused on when an
FBAR is required, but Berman made clear that
regardless of the type of account or the assets held
in it, reporting would be necessary if the basic
criteria were met.

One practitioner asked whether a U.S. benefi-
ciary of a Canadian life insurance policy would

have to file an FBAR. Berman said that generally,
holders of foreign life insurance policies, but not
beneficiaries, would have to file, assuming the cash
value is greater than $10,000 and the policyholder is
a U.S. person.

Berman said U.S. investors of hedge fund part-
nerships need not report the partnership’s underly-
ing accounts on an FBAR. Lundquist added that the
issue concerned some practitioners because their
clients said they couldn’t gather the information
and brokers were claiming they weren’t responsible
for providing it.

Berman said U.S. investors of hedge
fund partnerships need not report the
partnership’s underlying accounts on
an FBAR.

Berman said duplicative reporting of foreign
financial accounts is fairly common and generally
happens with accounts with multiple owners or
with an employee having signature authority over
an employer account. ‘‘The owner would report his
financial interest in the account, and the employee
would report his signature authority over that
account,’’ he said. For accounts, with multiple
owners that are U.S. persons, ‘‘each joint owner
would have to file an FBAR,’’ Berman said.
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