FBAR Update


This is a follow up to my earlier entry regarding the Report of Foreign Bank and Financial Accounts.  As I mentioned in that entry, the IRS had made comments that suggested that investors in foreign hedge funds are required to file this form each year.  They have now issued Notice 2009-62 which extends the filing deadline for “taxpayers with a financial interest in, or signature authority over, a foreign commingled fund.”  The extension is until June 30, 2010 and it covers 2008 and earlier calendar years.  The IRS has said that the reason for the extension is the additional time they need for the Treasury Department to address issues related to the filing requirements.  

This would seem to indicate that the IRS expects anyone who invests in a foreign hedge fund (where the value of that investment exceeds $10,000) to file this report each year.  However, they have yet to issue clear guidance on the matter so they are giving everyone an extension until June 30 of next year to get this report filed.  This extension is only for investments in what they consider a foreign commingled fund.  If you have any other foreign financial accounts for which you have not yet filed a 2008 report, you need to file this report as soon as possible or else you could be subject to significant penalties.  We expect to hear more from the IRS in the coming months on the commingled fund rules.  Due to the extension the IRS has granted we advise our clients to sit tight until they further clarify the rules related to investments in foreign hedge funds.
