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US expats get reprieve from IRS (new rules remove
penalties)
By: DAVID MCKEEGAN | June 28, 2014

Finally the IRS has done more than just listen – they acted.
Last week the IRS announced major changes to the
Streamlined Filing Procedure. The Streamlined Procedure was
introduced to help low-risk delinquent taxpayers living
overseas to become compliant with their US tax obligation.

The program has now been expanded to allow even more US
expats to get caught up on their US tax return filing with no
penalties. No penalties? That’s right. No fear of financial
charges or jail time. Finally, US expats are being treated like
citizens and not criminals. And it’s about time.

Here is exactly what the changes are:

1.      Extension of eligibility to include US taxpayers residing in the United States; 2.      Eliminating a
requirement that the taxpayer have $1,500 or less of unpaid tax per year;
3.      Elimination of the risk assessment process;
4.      Requiring the taxpayer to certify that previous failures to comply were due   to non-willful
conduct;
5.      Waiving of all late payment, late filing and FBAR penalties for US taxpayers living abroad;

Every American expat should be thrilled with these changes, because they are a huge win and make it
much easier for late filer to get caught up. Many US expats who are behind on their taxes were
unaware that they had a US filing obligations, which is quite common. We live in the Information
Age, but our research and conversations make it clear that expats aren’t getting information about
new laws, regulations and tax obligations while abroad.

Here’s how we know:

In 2014, my company, Greenback Expat Tax Services, which handles federal tax preparation for US
expats living across the globe, ran a survey in which more than 700 US expats participated. The most
surprising piece of data was the lack of awareness by American expats on current laws.

In fact:

• 40% of respondents didn’t know what FATCA was (a new IRS reporting requirement for individuals
with overseas assets that carries serious penalties for lack of filing);

• 37% did not know if or how they would be impacted by the Affordable Care Act and

• 15% did not know about the existence of the Foreign Bank Account Report (FBAR), which is another
asset-reporting tool used by the US Treasury which has a June 30th deadline and also carries very
stiff failure to file penalties)!

One of the biggest questions we get asked all the time servicing thousands of US expats worldwide is
this: What is FBAR (Foreign Bank Account Report) and FATCA (Foreign Account Tax Compliance
Act)?

The answer is quite simply this: FBAR and FATCA are both part of the US initiative to prevent US
taxpayers from hiding money overseas to avoid US taxes. FBAR must be filed directly with the US
Treasury if foreign bank account balances equal $10,000 or more at any point during the tax year.

The deadline for this form is June 30 each year and there are no extensions. FATCA, or Form 8938,
must be filed if individuals hold offshore assets that exceed certain thresholds (which are based on
US resident status and filing status). These reportable assets are such things as foreign bank
accounts, foreign pensions or other foreign investments.

Failure to file the FBAR or FATCA if required can result in steep penalties and even criminal
prosecution. Fortunately, the revised Streamlined Procedure should help US expats get caught up on
their taxes and these forms without the risk of huge fines, making now the best time in recent
memory to get caught up on your US taxes.

The changes to the Streamlined Procedures show that the IRS has listened to the voice of US
taxpayers around the world and is attempting to ease the burden of US tax compliance for honest
individuals.

However individuals who have been purposefully hiding assets overseas are going to face more
intense scrutiny as the Offshore Voluntary Disclosure Penalties have increased to 50% and
individuals banking with a number of Swiss banks are no longer eligible to be included in this
program.

We could interpret the IRS message in this new law to be: If you’re honest, get caught up now with no
penalty; but if you are hiding money offshore, we will catch you, and you will pay!

About David McKeegan

David McKeegan, MBA, EA is Co-Founder of Greenback Expat Tax Services. Since 2008, Greenback
Expat Tax Services has provided expert US expat tax preparation to thousands of Americans living in
over 115 countries around the world. For more information on US expat tax requirements or to ask
David McKeegan a question, please email him at info@GreenbackTaxServices.com
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Deborah Goehring •  10 days ago

David, thanks for the informative article. One thing I would like to mention is that foreign banks
are required to report the names and account information of U.S. citizens holding foreign
accounts. Last month, we visited Ecuador and talked to expats who held foreign bank accounts.
Without their knowledge, the banks closed their accounts and left them scrambling to find
another way to have their Social Security checks and other cash direct deposited in another
foreign bank. I'm concerned that more foreign banks will close the accounts of U.S. citizens
because of the hassle of reporting to the U.S. government. For me, it seems easier to keep a bank
in the U.S., unless one has something to hide.
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David McKeegan •  3 hours ago

Hi! This is David McKeegan, the author of this article. Thanks to each of you for your
comments- I wanted to respond to each of your questions here.

Deborah, Glad you found the article helpful. We, too, have heard reports of expats having
difficulty with
banking due to FATCA (Foreign Account Tax Compliance Act). However, our recent survey of
over 700 expats showed that only 7% of respondents were having issues with their bank, so the
problem may not yet be widespread. We certainly hope it doesn't get any harder for expats to
bank abroad, but as FATCA continues to roll out, that could happen. We have many articles on
FATCA on our site if you'd like to read more about it. www.greenbacktaxservices.com.

Julian, Perhaps that's the case or perhaps the IRS already has the names from earlier whistle
blowers or they are just waiting for the FATCA reporting and will use that as a way to find out
who is being naughty vs. nice. Its also worth mentioning that Credit Suisse clients are no longer
eligible to take part in the OVDP (as of July 1, 2014), so that option is off the table for anyone
who has been hiding money overseas. As for the "smallfry" people I would consider falling into
this camp are probably eligible for the new Streamlined Procedures, which allows them to catch
up by filing 3 federal returns and 6 FBARs and they can avoid late filing and FBAR penalties. In
this case I would prefer to be a smallfry!

Jennifer, Generally speaking you can only file amended returns within 3 years of the original
filing or within 2 years of paying the tax (whichever is later). So unfortunately the tax from 2006
would not be recoverable at this stage, however if you have still been over-paying taxes for the
past few years you can file amended tax returns to get the over-payments back. I hope this
helps.

If anyone has additional questions, please feel free to ask! Again, thank you for your comments.
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julian •  a day ago

If the Treasury is to be taken seriously in this recapture effort, why did they just let Credit suisse
Bank and Paribas Bank skate away without turning over any names? Maybe the account holders
in them were too big to take on; smallfry are easier to scare and catch.
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Jennifer •  3 days ago

Does this mean that we may be able to get back penalties paid? We have paid thousands of
dollars in penalties because of a mistake made in the addition of our taxes filed back in 2006.
We have been trying to fix it, but everyone wanted to charge us an arm and a leg. In the end, we
finally found a certified tax guy who discovered the error. The government took $34,000 we had
in stocks and we paid an additional several thousand. Is there any chance for us to get any of
that back? It was a clerical mistake! We actually didn't owe anything back in 2006!
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Joseph Kaknes: The passing of a painter
Joe Kaknes was a Granada character from day one. The hat, the two dogs, the three-wheeled
bicycle custom-built to get all of them around along with all his painting supplies.

Down the rabbit hole of development
Wikimedia Commons Singapore's skyline: This Asian giant's economy was not unlike
Nicaragua's 50 years ago.   Set yourself back 50 years and imagine that Nicaraguan dictator
Anastasio Somoza had dug a tunnel from Managua through the center of the earth, to Asia.
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