
form 926 instructions 2022
Form 926 instructions 2022 are essential for taxpayers involved in specific
transactions that require the reporting of certain foreign investments. Form
926, officially titled "Return by a U.S. Transferor of Property to a Foreign
Corporation," is utilized primarily by U.S. persons who transfer property to
a foreign corporation in exchange for stock or other interests. This article
will provide a comprehensive overview of Form 926, including its purpose, who
needs to file it, detailed instructions for completing the form, and common
pitfalls to avoid.

Purpose of Form 926

Form 926 serves several important purposes, including:

1. Reporting Transfers: The form is designed to report transfers of property
to foreign corporations, ensuring that the IRS is informed of such
transactions.
2. Tax Compliance: It helps the IRS monitor compliance with tax laws
regarding transfers of property and ownership interests between U.S. persons
and foreign entities.
3. Tax Implications: By reporting these transfers, the form enables the
assessment of any potential tax implications that may arise from the
transaction, including the recognition of gain or loss.

Who Must File Form 926?

There are specific criteria that determine whether a taxpayer is required to
file Form 926. Generally, a U.S. person must file the form if they meet the
following conditions:

- Transfer of Property: The taxpayer transfers property to a foreign
corporation in exchange for stock or other ownership interests.
- U.S. Person: The transferor must be a U.S. person, which includes
individuals, partnerships, corporations, estates, and trusts.
- Type of Property: The property transferred can include cash, tangible
assets, or intangible assets such as patents or trademarks.

It's important to note that the threshold for reporting is based on the fair
market value of the property transferred. If the fair market value of the
property exceeds $100,000 during the year, the form must be filed.



When to File Form 926

Form 926 is typically due on the same date as the transferor’s income tax
return, including extensions. For most taxpayers, this means:

- The form is due on April 15 of the following tax year if the taxpayer is on
a calendar year basis.
- If the taxpayer has obtained an extension for filing their income tax
return, Form 926 must also be submitted by the extended due date.

How to Complete Form 926

Filling out Form 926 may seem complex, but following the instructions
carefully can simplify the process. Below are detailed steps to guide you
through the completion of the form.

Part I: General Information

1. Transferor Information: Provide your name, address, and taxpayer
identification number (TIN).
2. Corporation Information: Enter the name and address of the foreign
corporation receiving the property.
3. Date of Transfer: Clearly indicate the date on which the transfer took
place.

Part II: Description of Property Transferred

1. Property Description: List and describe each piece of property
transferred. This could include:
- Real estate
- Equipment
- Inventory
- Intangible assets (e.g., patents)
2. Fair Market Value: Report the fair market value of each asset at the time
of transfer. This value should be determined based on the best available
evidence, such as appraisals or sales data.

Part III: Ownership Interests Received

1. Type of Interests: Indicate the type of ownership interests received in
return for the property transferred. This may include:
- Stock



- Debentures
- Other interests
2. Fair Market Value of Interests: Provide the fair market value of the
ownership interests received.

Part IV: Additional Information

1. Gain or Loss Recognition: Calculate if there is any gain or loss from the
transfer. Generally, U.S. persons must recognize gain on the transfer of
property to a foreign corporation, but loss may not be recognized.
2. Transferor’s Basis in Stock: Report the basis of the stock received in the
foreign corporation, which is generally the fair market value of the property
transferred, adjusted for any recognized gain or loss.

Common Mistakes to Avoid

When preparing Form 926, taxpayers should be cautious to avoid common errors,
including:

- Failing to File: Not filing Form 926 when required can lead to significant
penalties. Always check if your transaction meets the filing criteria.
- Incorrect Valuation: Misreporting the fair market value of the property
transferred can result in issues with the IRS. Utilize reliable methods for
determining value.
- Incomplete Information: Failing to provide full and accurate descriptions
of the property and interests involved can lead to delays or audits.
- Missing Deadlines: Keep track of filing deadlines to avoid late fees and
penalties.

Penalties for Non-Compliance

The IRS imposes penalties for failing to file Form 926 or for filing it
incorrectly. Some of the possible penalties include:

- Late Filing Penalties: A penalty of $10,000 may apply if you fail to file
the form timely.
- Accuracy-Related Penalties: If the IRS finds that you incorrectly reported
information, you may face additional penalties based on the underreported tax
liability.
- Increased Scrutiny: Non-compliance can lead to increased scrutiny of your
tax returns by the IRS, resulting in audits and further investigations.



Conclusion

Form 926 is a critical component of tax compliance for U.S. persons engaged
in transactions involving foreign corporations. By understanding the
requirements and following the detailed instructions, taxpayers can ensure
they meet their reporting obligations while avoiding potential penalties.
Proper preparation involves careful attention to detail, including accurate
valuations and timely submissions. It is often advisable to consult with a
tax professional to navigate the complexities of international tax law and
ensure compliance with Form 926 and related regulations.

Frequently Asked Questions

What is Form 926?
Form 926 is used by U.S. persons to report the transfer of property to a
foreign corporation.

Who needs to file Form 926?
U.S. persons who transfer property to a foreign corporation must file Form
926 if the total value of the property exceeds $100,000.

What types of property are reported on Form 926?
Form 926 reports the transfer of cash, stock, and other types of property to
a foreign corporation.

What are the filing deadlines for Form 926?
Form 926 must be filed with your income tax return for the year in which the
transfer occurs, typically by April 15 of the following year.

Can Form 926 be filed electronically?
No, Form 926 cannot be filed electronically; it must be mailed to the
appropriate IRS office.

What happens if Form 926 is not filed?
Failure to file Form 926 when required can result in penalties, including
fines and potential scrutiny from the IRS.

Are there any exceptions to filing Form 926?
Yes, certain exceptions apply, such as transfers that qualify for



nonrecognition treatment under U.S. tax law.

What information is required on Form 926?
Form 926 requires details about the transferor, the foreign corporation, and
the property being transferred.

Where can I find the instructions for Form 926?
The instructions for Form 926 can be found on the IRS website or in the IRS
instructions for Form 926 PDF.

Is there a penalty for late filing of Form 926?
Yes, there can be penalties for late filing, and it’s important to file as
soon as possible to minimize any potential fines.
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