
1 | P a g e  
 

Navigating the Waters of FBAR Compliance: Understanding Penalties under 31 USC 5321 

Introduction: 

In an increasingly interconnected world, financial transactions span across borders, 

necessitating robust measures to ensure transparency and prevent illicit activities. The Foreign 

Bank Account Report (FBAR), mandated by the United States government, is a crucial tool in 

this effort. Failure to comply with FBAR filing requirements can lead to severe penalties under 

31 USC 5321. In this blog post, we will delve into the details of FBAR, its filing obligations, and 

the penalties associated with non-compliance. 

Understanding FBAR: 

FBAR, also known as FinCEN Form 114, requires United States persons to report their 

financial interest in or signature authority over foreign financial accounts if the aggregate value 

of these accounts exceeds $10,000 at any time during the calendar year. United States persons 

include citizens, residents, entities, and trusts with connections to the U.S. The Financial Crimes 

Enforcement Network (FinCEN), a bureau of the U.S. Department of the Treasury, administers 

FBAR. 

Filing Obligations: 

FBAR filings are due annually, with the deadline falling on April 15th, with an automatic 

extension until October 15th. The filing process is electronic, and the form must be submitted 

through the BSA E-Filing System. Failure to file the FBAR can result in severe consequences, as 

outlined in 31 USC 5321. 

Penalties under 31 USC 5321: 

The penalties for failing to comply with FBAR requirements are divided into two 

categories: non-willful and willful violations. 
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a. Non-Willful Violations: 

For non-willful violations, the penalty is capped at $10,000 per violation. Non-willful 

violations are generally those arising from ignorance, inadvertence, or negligence. Even if 

multiple accounts are involved, the $10,000 penalty is applied per violation, making it crucial for 

individuals to carefully assess their filing obligations. 

b. Willful Violations: 

Willful violations, on the other hand, carry more substantial penalties. The penalty for 

willful violations can be the greater of $100,000 or 50% of the balance in the unreported account 

at the time of the violation. Moreover, in cases where the violation continues for an extended 

period, the penalties can accumulate, potentially exceeding the account balance. 

Criminal Penalties: 

In addition to civil penalties, willful FBAR violations may lead to criminal charges under 

the Bank Secrecy Act. Convictions can result in substantial fines and imprisonment, emphasizing 

the importance of diligence in meeting FBAR obligations. Five years in prison and $250,000 fine 

is the maximum sentence. 31 U.S.C. 5322(a). 

Mitigating Factors and Voluntary Disclosure: 

Taxpayers may find relief through the IRS's voluntary disclosure programs if they 

discover FBAR non-compliance. These programs provide an avenue for individuals to come 

forward, correct their mistakes, and potentially reduce the penalties associated with non-

compliance. 

Conclusion: 

Navigating the FBAR landscape requires a thorough understanding of the filing 

obligations and potential civil penalties under 31 USC 5321 and criminal penalties under 31 USC 
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5321 . Compliance is not only a legal requirement but also a crucial step in promoting financial 

transparency and combatting illicit financial activities. Individuals should stay informed about 

FBAR regulations and seek professional advice to ensure proper adherence to these 

requirements, safeguarding themselves from the significant consequences of non-compliance. 


