
Selected provisions of the FBAR rules and U.S. income tax informational reporting that may be relevant  
to U.S. holders of foreign accounts

1  This summary does not contain all information that may be relevant to a filer, nor does it aim to provide comprehensive guidance  
as to whether an FBAR is required in a given situation. Moreover, J.P. Morgan does not undertake to inform you of any other  
applicable reporting requirements. Persons who may have FBAR filing obligations are urged to consult their advisors as to the  
extent of those obligations. 

The views and strategies discussed in this paper may not be suitable for everyone. This information is provided for educational  
purposes and distributed with the understanding that we are not rendering accounting, legal or tax advice. You should consult with  
your independent advisors concerning such matters.
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If you are a U.S. person, you may need to file an FBAR  
(as defined below) to report a financial interest in, or 
signature or other authority over, a foreign financial 
account. Substantial penalties may apply for failure to  
report foreign accounts. 

FBAR BASICS 

An increased emphasis by U.S. authorities on enforcement 
of the FBAR rules, together with a global trend toward 
greater financial transparency, has resulted in many 
recent inquiries from clients as to the FBAR reporting 
requirements. In response to these inquiries, we have 
prepared the following summary of the types of situations 
about which our clients have inquired, along with a 
description of certain aspects of the rules.1

What is an FBAR? 
A U.S. person is required to file a Report of Foreign Bank 
and Financial Accounts, FinCEN Form 114 (an “FBAR”) with 
the U.S. Treasury for a calendar year if the person has a 
financial interest in, or signature or other authority over, 
one or more foreign financial accounts during that calendar 
year. A de minimis filing exception applies if the aggregate 
balance of all reportable accounts did not exceed $10,000 
at any time during the calendar year. FBAR is an informational 

filing that is separate from tax filings (though additional 
information may be required on a U.S. taxpayer’s Forms 
1040 and 8938 filed with the IRS). The FBAR for any year 
is due June 30 of the following year, and no extensions are 
available. The FBAR is an annual form and must be filed 
electronically for each calendar year in which the 
requirements are met.

The FBAR requirements have their roots in the Bank Secrecy 
Act of 1970. Although all of the essential elements of the 
FBAR rules, as described below, have been in effect since 
the 1970s, U.S. authorities have clarified their scope. The 
Financial Crimes Enforcement Network (“FinCEN”), the 
arm of U.S. Treasury with primary rulemaking authority 
over the FBAR, has issued FBAR regulations, which 
became effective on March 28, 2011. These changes have 
since been supplemented by the IRS with a series of 
clarifying notices and guidelines.

Who is required to file an FBAR?
The FBAR filing obligations apply to:

• U.S. citizens;

•  Individuals who are residents of the United States for 
U.S. federal income tax purposes (e.g., “green card” 
holders) or who would be treated as U.S. residents if the 



FBAR definition of “United States” applied for U.S. 
federal income tax purposes; and

•  Entities, including, but not limited to, corporations,  
limited liability companies, partnerships and trusts,  
that are created, organized or formed under the laws  
of the United States.

A limited liability company that is a “disregarded entity” for 
U.S. federal income tax purposes is a U.S. person for FBAR 
purposes and is therefore required to file an FBAR. For 
FBAR purposes, “United States” includes any state, the 
District of Columbia and any U.S. territory or possession.

A U.S. person has an FBAR filing obligation if the person has 
a financial interest in, or signature or other authority over, a 
foreign financial account.2 A “financial account” includes:

•  A savings deposit, demand deposit, checking or other 
account at a bank or other financial institution;

•  A securities account with a securities brokerage firm;

•  A commodity futures or options account with a 
commodities brokerage firm;

• An insurance or annuity policy with a cash value; and

•  An interest in a mutual fund or similar pooled fund that 
issues to the general public shares that have a regular net 
asset value determination and regular redemptions.

FBAR reporting is not currently required for interests in 
private investment funds, such as hedge funds, private 
equity funds and venture capital funds. 

A financial account is treated as foreign for FBAR purposes 
if it is located outside of the United States. An account 
maintained at a foreign branch of a U.S. financial institution 
is a foreign account for FBAR purposes.
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INDIRECT FINANCIAL INTERESTS

A U.S. person has an indirect financial interest in a foreign  
financial account if the owner of record or holder of legal  
title of the account is:

•  A person acting as an agent, nominee or otherwise on behalf  
of the U.S. person;

•  A corporation in which the U.S. person owns, directly or  
indirectly, more than 50% of the voting power or value of  
the shares;

•  A partnership in which the U.S. person owns, directly or  
indirectly, a greater than 50% interest in the capital or profits;

•  A grantor trust, if the U.S. person is the grantor and has  
an ownership interest in the trust for U.S. federal income  
tax purposes;

•  A trust, if the U.S. person has a greater than 50% present  
beneficial interest in the trust’s assets or receives more than 
50% of the trust’s current income; or 

•  An entity other than a corporation, partnership or trust 
described above in which the U.S. person owns directly or  
indirectly more than 50% of the voting power, value of  
the equity interest or assets, or interest in profits.

For FBAR purposes, a “financial interest” in a foreign 
financial account can be either direct or indirect. A U.S. 
person has a direct financial interest in an account if the 
U.S. person is the owner of record or holder of legal title of 
the account. A U.S. person has an indirect financial interest 
in a foreign financial account under a specific set of rules 
(see sidebar, “Indirect Financial Interests”).

2  Each year the IRS has extended the filing deadline (currently June 30, 2016) for officers of companies with signatory authority over, but 
no financial interest in, foreign financial accounts.



A beneficiary of a trust who is not a grantor of the trust  
is not required to report foreign financial accounts owned by 
the trust if the trust, the trustee of the trust or an agent 
of the trust is a U.S. person and files an FBAR disclosing 
the accounts.

A U.S. person has “signature or other authority” over  
a foreign financial account if, with certain exceptions,  
the person (alone or together with another person) has 
the authority to control the disposition of assets held in 
the foreign financial account by direct communication 
(whether in writing or otherwise) to the bank or other 
financial institution that maintains the financial account. 
Thus, a U.S. person may be required to report a foreign 
financial account on an FBAR even if the person does not 
have a financial interest in the account. Only an individual 
can have signature authority over a foreign financial account.

What other requirements may apply?
In general, a U.S. person required to file an FBAR is also 
required to maintain records relating to the account for 
five years.

EX AMPLES

Here are some situations, based on questions we have 
received, in which FBAR filings may be required:3

Example 1: A U.S. citizen purchased a vacation house in 
Bermuda. To pay local staff and expenses, he opened and 
maintains a local Bermudian account denominated in 
Bermuda dollars. Because he is a U.S. person with a 
financial interest in a foreign financial account, he is 
required to file an FBAR.

Example 2: A person born in Japan moves to the United 
States and obtains a green card. She maintains a sizeable 
financial account in Japan because much of her extended 

family lives there, and she may one day decide to return. 
As a U.S. resident with a financial interest in a foreign 
account, she is required to file an FBAR. 

Example 3: A Swiss family employs a U.S. citizen living in 
Switzerland as a key employee of its family office. The 
U.S. person has no financial interest in, but has signature 
authority over, the family’s Swiss financial accounts. As a 
U.S. citizen with signature authority over a foreign account, 
she is required to file an FBAR.

Example 4: Brazilian parents set up a Bahamian trust for 
their son when he was born. The trustee of the trust is a 
non-U.S. person. The son came to the United States to 
attend a university and has remained here since. He is 
now in his early 30s and receives income from the trust. 
As a U.S. resident entitled to more than 50% of the 
income from the trust, he is required to file an FBAR to 
report any foreign financial account in which the trust 
has a financial interest.

Example 5: A California resident owns a U.S. company 
formed to acquire an Asian art collection. The company  
has a financial account in Hong Kong that it uses to facilitate 
the acquisition of works by emerging Chinese artists. The 
company is required to file an FBAR to report its foreign 
account. In addition, the California resident, as a U.S. person 
who owns more than 50% of the company, is required to file 
an FBAR to report the account.

Example 6: A U.S. private foundation based in Texas  
does charitable work in Mexico. It maintains a local 
Mexican account funded with pesos to facilitate its 
charitable distributions. The foundation is required to file  
an FBAR for the foreign peso account. In addition, any 
U.S. officers or employees of the foundation who have 
signature authority over the account are required to file 
FBARs to report the account.
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3  A de minimis filing exception applies if the aggregate balance of all reportable accounts did not exceed $10,000 at any time during the calendar year.



Example 7: The same foundation has an interest in an 
offshore hedge fund as a component of its investment 
portfolio. The foundation’s interest in the foreign hedge 
fund does not create an FBAR filing requirement because 
interests in hedge funds and private equity funds are 
currently not considered foreign financial accounts. 

Example 8: A Florida resident owns foreign securities 
through an account she maintains at a Florida branch of a 
U.S. bank. The U.S. bank custodies those foreign assets in 
an omnibus account maintained with a foreign financial 
institution. The resident has no access to the omnibus 
account and can access the securities only through the 
account she maintains in the United States. The Florida 
resident is not required to file an FBAR with respect to  
the omnibus account.

INCREASED INCOME TAX REPORTING: FORM 8938

In tandem with the increased emphasis on the disclosure 
of foreign accounts, an additional informational filing was 
introduced for the 2011 tax year—Form 8938. This is 
attached to an individual’s annual income tax return—
Form 1040 or 1040-NR. A comparison of the FBAR and 
Form 8938 is illustrated in the chart on the right.

ADDITIONAL INFORMATION

Which accounts are subject to reporting:

•  An account is not considered “foreign” for FBAR purposes  
if it is maintained in the United States, even if the financial 
institution that maintains the account is a U.S. branch of a 
foreign bank. However, an account is considered “foreign” 
for FBAR purposes if it is maintained outside the United 
States, even if the financial institution that maintains the 
account is a foreign branch of a U.S. bank. Thus, for 
example, an account that a U.S. person has at the London 
branch of a U.S. bank is a foreign financial account.
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Form 8938 FinCEN Form  
114 (FBAR)

Who must file:
U.S. citizens, resident 
aliens and NRAs that 
exceed reporting threshold

U.S. citizens, resident aliens, 
trusts, estates and domestic 
entities that exceed 
reporting threshold

Reporting 
threshold (total 
asset value):

$50,000 on last day or 
$75,000 at any time during 
tax year

$10,000 at any time during 
the calendar year

When you have 
a reportable 
interest:

Income, gains, losses, 
deductions, distributions, 
or other filing positions 
otherwise reported on 
income tax return 

Financial interest (account 
owner) or signature 
authority (authorizing 
power)

What is reported:
Maximum account value 
(determined at FMV in USD 
using end of year spot rate)

Maximum account value 
using periodic statements 
(using end of year USD  
spot rate)

Where to file:
With individual income tax 
return

Electronically through 
FinCEN’s BSA e-filing system

When due:
By tax return due date 
(April 15), including 
extension (October 15)

June 30 (generally, no 
extensions)

Penalties:

Up to $10,000 for failure to 
disclose, and an additional 
$10,000 for each 30 days 
of non-filing after IRS 
notice (maximum penalty 
of $60,000); also potential 
criminal penalties

If non-willful, up to $10,000, 
but if willful, then up to 
greater of $100,000 or 50% 
of account balances; also 
potential criminal penalties

Examples of foreign assets requiring reporting

Financial account 
at a foreign 
institution

Yes, unless maintained  
at a “U.S. payor” such as  
J.P. Morgan

Yes

Financial account 
at a foreign branch 
of a U.S. institution

No Yes

Foreign account 
for which you 
have signature 
authority

No, unless have an interest 
resulting in a tax return 
filing

Yes

Foreign 
partnership 
interests

Yes, unless assets are held 
in an account that is already 
reported

No

Foreign hedge 
funds and private 
equity funds

Yes, unless assets are held 
in an account that is already 
reported

No

Source: Internal Revenue Service



•  As discussed previously, shares of mutual funds that are 
available to the general public are generally treated as 
financial accounts, but interests in private funds, such  
as hedge funds, private equity funds and venture capital 
funds, are not currently treated as financial accounts for 
FBAR purposes. FinCEN may issue additional guidance on 
this issue at a later date.

Who is required to report:

•  “Green card” holders are subject to the FBAR reporting 
requirements even if they have elected under a tax 
treaty to be treated as non-residents for U.S. federal 
income tax purposes.

•  A trust that is created under U.S. law is subject to FBAR 
reporting requirements even if it has no U.S. settlors, 
beneficiaries, fiduciaries or assets, and derives no 
income that is subject to U.S. income tax.

•  Filers reporting a financial interest in, or signature 
authority over, 25 or more foreign financial accounts are 
subject to simplified reporting rules. They need report 
only the number of financial accounts and certain other 
basic information, but are required to maintain records 
and provide detailed information about each account 
upon request.

•  Certain exceptions apply, including in some circumstances 
for employees of certain regulated entities and of publicly 
traded companies with regard to signature authority over 
foreign financial accounts of their employer.

PENALTIES FOR NONCOMPLIANCE

There are significant penalties for failure to comply with 
FBAR requirements. A person who fails to file an FBAR  
may be subject to a civil penalty of up to $10,000. A willful 
failure to report a foreign financial account properly may 
result in a penalty equal to the greater of $100,000 or 

50% of the account balance at the time of the violation, as 
well as criminal penalties (including substantial fines and 
imprisonment). The statute of limitations for civil penalties 
on FBAR violations is six years. No penalty will be imposed 
if there is reasonable cause for the failure to file an FBAR, 
and the balance in the account is properly reported.

HOW TO PROCEED

Although the FBAR rules have been in effect since the 
1970s, the new emphasis on enforcement of these rules  
is indicative of the global trend toward greater financial 
transparency. For many persons, the rules create 
significant compliance burdens and recordkeeping 
requirements. Individuals with potential FBAR filing 
obligations should consult their legal or tax advisors to 
determine the extent of those obligations. Steps that may 
be helpful in ascertaining these obligations include:

•  Gathering foreign account information (e.g., name  
of account owner, taxpayer EIN, address of account 
owner, type of account, name and address of financial 
institution, account number, maximum value of account 
during the year, those with signature authority over the 
account, etc.).

•  Identifying who owns and controls each foreign account.

•  Identifying which persons have signature authority  
over those accounts and whether those persons are  
U.S. persons.

•  Determining the foreign accounts for which FBARs  
must be filed.

•  Communicating filing responsibilities with those required  
to file (e.g., employees or trust beneficiaries).

Persons who may have FBAR filing obligations are urged 
to consult their legal or tax advisors as to the extent of 
those obligations.
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Note: Information in this publication is current as of May 2015.



The Advice Lab is a team of wealth advisors and investment 
specialists who develop innovative strategies in executive 
compensation, asset allocation, analytics and ownership 
structures to help maximize our clients’ wealth after taxes  
and across generations.

THIS PAPER IS  FROM
THE ADVICE L AB  
AT J.P.  MORGAN PRIVATE BANK 



The wealth advisors at J.P. Morgan are located around the world and work with clients and their professional advisors on wealth-planning strategies.

Important information 
JPMorgan Chase & Co., its affiliates and employees do not provide tax, legal or accounting advice. This material has been prepared for informational purposes only.  
You should consult your own tax, legal and accounting advisors before engaging in any financial transactions.

Each recipient of this presentation, and each agent thereof, may disclose to any person, without limitation, the U.S. income and franchise tax treatment and tax 
structure of the transactions described herein and may disclose all materials of any kind (including opinions or other tax analyses) provided to each recipient insofar 
as the materials relate to a U.S. income or franchise tax strategy provided to such recipient by JPMorgan Chase & Co. and its subsidiaries.
Bank products and services are offered by JPMorgan Chase Bank, N.A. and its affiliates. Securities products and services are offered by J.P. Morgan Securities LLC, 
member NYSE, FINRA and SIPC, and other affiliates globally as local legislation permits. J.P. Morgan Securities LLC is an affiliate of JPMorgan Chase Bank, N.A. FDIC 
insurance and domestic deposit preference are not applicable to deposits or other obligations of our bank branches or banking affiliates outside the United States.
In the United Kingdom, this material is approved by J.P. Morgan International Bank Limited (JPMIB) with the registered office located at 25 Bank Street, Canary Wharf, 
London E14 5JP, registered in England No. 03838766 and is authorized by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and 
Prudential Regulation Authority. In addition, this material may be distributed by: JPMorgan Chase Bank, N.A. (JPMCB) Paris branch, which is regulated by the French 
banking authorities Autorité de Contrôle Prudentiel et de Résolution and Autorité des Marchés Financiers; J.P. Morgan (Suisse) SA, regulated by the Swiss Financial 
Market Supervisory Authority; JPMCB Dubai branch, regulated by the Dubai Financial Services Authority; JPMCB Bahrain branch, licensed as a conventional wholesale 
bank by the Central Bank of Bahrain (for professional clients only). In Hong Kong, this material is distributed by JPMCB Hong Kong branch except to recipients having an 
account at JPMCB Singapore branch and where this material relates to a Collective Investment Scheme (other than private funds such as private equity and hedge 
funds), in which case it is distributed by J.P. Morgan Securities (Asia Pacific) Limited (JPMSAPL). Both JPMCB Hong Kong branch and JPMSAPL are regulated by the Hong 
Kong Monetary Authority and the Securities and Futures Commission of Hong Kong. In Singapore, this material is distributed by JPMCB Singapore branch except to 
recipients having an account at JPMCB Singapore branch and where this material relates to a Collective Investment Scheme (other than private funds such as private 
equity and hedge funds), in which case it is distributed by J.P. Morgan (S.E.A.) Limited (JPMSEAL). Both JPMCB Singapore branch and JPMSEAL are regulated by the 
Monetary Authority of Singapore. The contents of this document have not been reviewed by any regulatory authority in Hong Kong or Singapore. You are advised to 
exercise caution in relation to this document. If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.
This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. J.P. Morgan Securities LLC or its brokerage affiliates may 
hold a position or act as market maker in the financial instruments of any issuer discussed herein or act as an underwriter, placement agent, advisor or lender to such 
issuer. The views and strategies described herein may not be suitable for all investors. The discussion of loans or other extensions of credit in this material is for 
illustrative purposes only. No commitment to lend should be construed or implied. This material is distributed with the understanding that we are not rendering 
accounting, legal or tax advice. Estate planning requires legal assistance. You should consult with your independent advisors concerning such matters. 
We believe the information contained in this material to be reliable but do not warrant its accuracy or completeness. Opinions, estimates, and investment strategies 
and views expressed in this document constitute our judgment based on current market conditions and are subject to change without notice.
This material should not be regarded as research or a J.P. Morgan research report. Opinions expressed herein may differ from the opinions expressed by other areas 
of J.P. Morgan, including research. The investment strategies and views stated here may differ from those expressed for other purposes or in other contexts by other 
J.P. Morgan market strategists.
J.P. Morgan Securities LLC may act as a market maker relevant to structured products or option products and may engage in hedging or other operations in such 
markets relevant to its structured products or options exposures. Structured products and options are not insured by the Federal Deposit Insurance Corporation 
(FDIC), the Federal Reserve Board, or any other governmental agency.
Structured products involve derivatives. The investment decision is yours, but you should not invest unless you fully understand and are willing to assume the risks 
associated with it.
With respect to countries in Latin America, the distribution of this material may be restricted in certain jurisdictions. Receipt of this material does not constitute an 
offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorized or to any person to whom it would be unlawful to make such 
offer or solicitation.
In discussion of options and other strategies, results and risks are based solely on hypothetical examples cited; actual results and risks will vary depending on specific 
circumstances. Investors are urged to consider carefully whether option or option-related products in general, as well as the products or strategies discussed herein 
are suitable to their needs. In actual transactions, the client’s counterparty for OTC derivatives applications is JPMorgan Chase Bank, N.A. and its affiliates. For a copy 
of the “Characteristics and Risks of Standardized Options” booklet, please contact your J.P. Morgan Advisor.
Real estate, hedge funds and other private investments may not be suitable for all individual investors, may present significant risks, and may be sold or redeemed at 
more or less than the original amount invested. Private investments are offered only by offering memoranda, which more fully describe the possible risks. There are no 
assurances that the stated investment objectives of any investment product will be met. Hedge funds (or funds of hedge funds): often engage in leveraging and other 
speculative investment practices that may increase the risk of investment loss; can be highly illiquid; are not required to provide periodic pricing or valuation information 
to investors; may involve complex tax structures and delays in distributing important tax information; are not subject to the same regulatory requirements as mutual 
funds; and often charge high fees. Further, any number of conflicts of interest may exist in the context of the management and/or operation of any hedge fund.
In the United States, JPMorgan Mutual Funds are distributed by JPMorgan Distribution Services, Inc., which is an affiliate of JPMorgan Chase & Co. Affiliates of 
JPMorgan Chase & Co. receive fees for providing various services to the funds. Call JPMorgan Distribution Services at 1.800.480.4111 or visit www.jpmorganfunds.com 
for the prospectus. Investors should carefully consider the investment objectives, risks, charges and expenses of the mutual funds before investing. The prospectus 
contains this and other information about the mutual fund and should be read carefully before investing.
As applicable, portions of mutual fund performance information may be provided by Lipper, a Reuters company, subject to the following: © 2015 Reuters. All rights 
reserved. Any copying, republication or redistribution of Lipper content, including by caching, framing or similar means, is expressly prohibited without the prior 
written consent of Lipper. Lipper shall not be liable for any errors or delays in the content, or for any actions taken in reliance thereon.
Past performance is not a reliable indicator of comparable future returns, and investors may get back less than the amount invested.
Additional information is available upon request.
© 2015 JPMorgan Chase & Co. All rights reserved. 



0415-0322


