
form 3520 instructions 2021
Form 3520 Instructions 2021 are crucial for U.S. taxpayers who have certain foreign financial
interests or who have received gifts or bequests from foreign entities. The IRS Form 3520 is an
information return used to report transactions with foreign trusts, the receipt of certain foreign
gifts, and the establishment of foreign trusts. Failure to file this form correctly and timely can result
in significant penalties. This article will detail the instructions for completing Form 3520 for the
2021 tax year, including who must file, what information is required, deadlines, and penalties for
non-compliance.

Who Must File Form 3520?

Form 3520 must be filed by various categories of taxpayers, including:

1. U.S. Persons Who Receive Foreign Gifts

If you are a U.S. person and you receive gifts or bequests from foreign individuals or entities that
exceed $100,000 in a single year, you are required to report this on Form 3520. This includes:

- Gifts from foreign corporations or foreign partnerships in excess of $16,649 (for 2021).
- Gifts from foreign individuals that exceed $100,000.

2. U.S. Persons Who Have Transactions with Foreign Trusts

If you are a U.S. person who establishes or has an interest in a foreign trust, you must file Form
3520. This includes:

- Beneficiaries of foreign trusts.
- Grantors of foreign trusts.
- If you received distributions from a foreign trust.

3. U.S. Persons Who Make a Transfer to a Foreign Trust

If you transfer property to a foreign trust directly or indirectly, you must file Form 3520. This applies
to both tangible and intangible assets.

Key Sections of Form 3520

Understanding the various sections of Form 3520 is essential for accurate completion. The form



consists of several key parts:

1. Part I – General Information

In this section, you will need to provide:

- Your name, address, and taxpayer identification number (TIN).
- The name and address of the foreign trust or the foreign person who made the gift.
- The date of the transaction or gift.

2. Part II – Information on Foreign Gifts

This part requires detailed information about the gifts received, including:

- The amount of the gift.
- The date it was received.
- The nature of the gift (cash, property, etc.).

3. Part III – Information on Foreign Trusts

If applicable, this section will request information about the foreign trust, including:

- The trust's name and address.
- The tax identification number of the trust.
- The date the trust was created.

4. Part IV – Summary of Transactions

You must summarize all the transactions or gifts reported in the previous sections. This includes
listing all distributions received from foreign trusts during the tax year.

Filing Deadlines for Form 3520

The deadline for filing Form 3520 aligns with the due date of your income tax return, typically April
15 for individuals. However, if you are granted an extension for your income tax return, this
extension does not apply to Form 3520. Therefore, it is crucial to file Form 3520 by:

- April 15 for calendar year taxpayers.
- October 15 if an extension is granted for your income tax return, but you must file Form 3520 by its
original deadline.



How to File Form 3520

Form 3520 can be filed electronically or by mail. Here’s how to do it:

1. Filing Electronically

- Use tax software that supports e-filing of Form 3520.
- Ensure that you have the necessary information on hand, including details about foreign gifts and
trusts.

2. Filing by Mail

If you choose to file by mail, send the completed Form 3520 to the appropriate address based on
where you live:

- For individuals living in the U.S.:
Internal Revenue Service
P.O. Box 409101
Ogden, UT 84409

- For individuals living outside the U.S.:
Internal Revenue Service
P.O. Box 720
Springfield, PA 19064

Ensure that you keep a copy of the completed form for your records.

Penalties for Non-Compliance

Failure to file Form 3520 can result in substantial penalties. The IRS imposes penalties based on the
nature of the violation:

1. Failure to Report Foreign Gifts

If you do not report foreign gifts as required, the penalty can be:

- 5% of the amount of the gift for each month the form is late, up to a maximum of 25%.

2. Failure to Report Transactions with Foreign Trusts



If you fail to report transactions with foreign trusts, the penalties can be much steeper:

- Up to $10,000 for failing to file or late filing.
- Additional penalties may apply if the IRS deems the failure to be intentional or fraudulent.

Common Mistakes to Avoid

When completing Form 3520, taxpayers often make several common errors. Here are some tips to
avoid them:

1. Not Filing on Time

Ensure that you file Form 3520 by the deadline to avoid penalties. Remember, an extension for your
tax return does not apply.

2. Incomplete Information

Provide all requested information fully. Missing details can lead to delays and penalties.

3. Incorrect Amounts

Double-check all amounts reported on the form. Errors in figures can trigger additional scrutiny
from the IRS.

4. Ignoring the Additional Reporting Requirements

If you have other foreign financial interests, you may also need to file additional forms, such as Form
8938 (Statement of Specified Foreign Financial Assets) or FBAR (FinCEN Form 114).

Conclusion

Form 3520 is a critical document for U.S. taxpayers who engage in transactions with foreign trusts
or receive significant foreign gifts. Understanding the instructions for Form 3520 for the 2021 tax
year is essential to ensure compliance with IRS regulations and avoid the risk of penalties. By
meticulously following the instructions, filing on time, and providing complete and accurate
information, taxpayers can navigate the complexities of foreign financial reporting with confidence.
If you are uncertain about your filing responsibilities, consider consulting with a tax professional
experienced in international taxation to ensure compliance and proper reporting.



Frequently Asked Questions

What is Form 3520 and why is it important?
Form 3520 is an informational return required by the IRS for U.S. taxpayers who receive certain
foreign gifts or are involved with foreign trusts. It is important because failing to file can result in
significant penalties.

Who is required to file Form 3520?
U.S. persons who receive gifts from foreign individuals or entities exceeding $100,000, or who have
transactions with foreign trusts, must file Form 3520.

What are the filing deadlines for Form 3520 in 2021?
For the 2021 tax year, Form 3520 is due on the same day as your federal income tax return, typically
April 15, with a possible extension to October 15 if you file for an extension.

What information is required when filling out Form 3520?
Form 3520 requires information such as the name and address of the foreign trust or donor, the
amount of the gift, and details about any distributions received during the year.

What are the penalties for not filing Form 3520?
Penalties for not filing Form 3520 can be severe, including a penalty of 35% of the amount received
as a gift or distribution, or $10,000 for failure to file, whichever is greater.

Can I file Form 3520 electronically?
No, as of 2021, Form 3520 cannot be filed electronically. It must be printed and mailed to the
appropriate IRS address.

Are there any exceptions to filing Form 3520?
Yes, certain exceptions apply, such as if the total value of gifts from a foreign person is less than
$100,000 or if specific foreign trusts do not meet the filing requirements.

Where can I find the official instructions for Form 3520?
The official instructions for Form 3520 can be found on the IRS website, specifically in the Forms
and Publications section.
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