
 

FBAR Civil Penalties: Reasonable Cause Exception 

  

      A failure to file a FBAR has civil and criminal penalties (which are in 
addition to any income tax penalties if the income is not reported).  The IRS 
must assess the civil penalties within 6 years of the FBAR violation (31 
USC 5321(b)(1)).  

      For a willful failure to file, the civil penalty increases from $10,000 (non-
willful failure to file) to the greater of $100,000 or 50% of the account 
balance in the foreign account for the tax year. 
 
     The civil penalties for non-willful failure to file may be waived by the IRS 
if the Taxpayer can show reasonable cause. If the Taxpayer has a 
reasonable cause exception, the FBAR should be filed with an explanation 
(i.e., the reasonable cause, with an express request for waiver of 
penalties). 
 
     The waiver of civil penalties for a reasonable cause exception may 
include among other factors: 
 
     1. All the income from the foreign account was included on the US 
Taxpayer's return. 
 
     2. The Taxpayer was unaware of the requirement to file (for example, 
lack of understanding of what constitutes a financial interest). 
 
     3. Once the Taxpayer became aware of the filing requirements, he filed 
all delinquent reports (up to 6 years). 
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