irs form 8938 continuation sheet

The IRS Form 8938 continuation sheet is a critical document for many taxpayers who hold
specified foreign financial assets. Understanding when and how to use this continuation
sheet can prevent significant penalties and ensure compliance with U.S. tax laws. This
article provides a comprehensive guide to the IRS Form 8938 continuation sheet, covering
its purpose, when it's needed, how to complete it accurately, and common pitfalls to avoid.
We will delve into the specific circumstances requiring its use, the information it demands,
and its integral role in the larger reporting framework for foreign assets. Navigating these
requirements effectively is paramount for U.S. taxpayers with international financial
interests.

Table of Contents

Understanding the Purpose of IRS Form 8938 Continuation Sheet
When to Use the IRS Form 8938 Continuation Sheet

Key Information Required on the Continuation Sheet

How to Properly Complete the IRS Form 8938 Continuation Sheet
Common Mistakes and How to Avoid Them

The Role of the Continuation Sheet in Foreign Asset Reporting

Understanding the Purpose of IRS Form 8938
Continuation Sheet

The IRS Form 8938, Statement of Specified Foreign Financial Assets, is the primary
document for reporting certain foreign financial assets to the Internal Revenue Service.
However, the nature and volume of these assets can often exceed the available space on a
single Form 8938. This is where the IRS Form 8938 continuation sheet becomes
indispensable. Its fundamental purpose is to provide an authorized method for taxpayers
to report additional specified foreign financial assets when the initial form cannot
accommodate all required information.

Without the continuation sheet, taxpayers might be forced to omit reporting certain
assets, leading to incomplete or inaccurate filings. This can trigger substantial penalties
from the IRS. Therefore, the continuation sheet acts as an extension of the primary form,
ensuring that all reportable assets are disclosed comprehensively and in accordance with
tax regulations. It's designed to maintain the integrity of the reporting process by allowing
for detailed reporting of all encompassed financial interests.

When to Use the IRS Form 8938 Continuation
Sheet

The decision to use an IRS Form 8938 continuation sheet hinges on the number of
specified foreign financial assets you are required to report. The primary Form 8938 is



structured to list a specific number of asset categories. If you have more assets than can
be detailed on the initial form, you must attach one or more continuation sheets.

Thresholds for Reporting

Before even considering the continuation sheet, it's crucial to determine if you meet the
reporting thresholds for filing Form 8938 in the first place. These thresholds vary based
on your filing status and whether you live in the United States or abroad. For taxpayers
living in the U.S., the thresholds generally are: $50,000 on the last day of the tax year or
$75,000 at any time during the tax year if filing as single or married filing separately. For
married couples filing jointly, these amounts double to $100,000 and $150,000,
respectively. Taxpayers living abroad have different, generally higher, thresholds.

Exceeding the Space on the Primary Form

Once it's established that Form 8938 filing is required, the next step is to assess the
number of specified foreign financial assets. Each distinct asset, or group of identical
assets, typically requires its own line item on the form. If the available lines on the original
Form 8938 are exhausted, the IRS Form 8938 continuation sheet is mandatory for
reporting the remaining assets. You will attach these continuation sheets to your tax
return, ensuring that the IRS receives a complete picture of your foreign financial
holdings.

Key Information Required on the Continuation
Sheet

The IRS Form 8938 continuation sheet is designed to mirror the structure and information
requirements of the original Form 8938. Its purpose is to extend the reporting capabilities,
not to change the type of information needed. Therefore, each asset listed on a
continuation sheet requires the same level of detail as if it were reported on the primary
form.

Identification of the Taxpayer and Form

Each continuation sheet must clearly identify the taxpayer by name and Social Security
number (SSN) or individual taxpayer identification number (ITIN). Additionally, it's
essential to indicate that it is a continuation sheet for Form 8938. This helps the IRS
properly associate the continuation sheets with the correct primary form and tax return.



Detailed Asset Information

For each specified foreign financial asset reported on a continuation sheet, you must
provide all the information requested in the corresponding sections of the original Form
8938. This typically includes:

e The type of financial account (e.g., bank account, brokerage account, stock,
securities, partnership interest, annuity, commodities futures contract).

e The name and address of the financial institution or issuer holding the asset.
e The account number or identifier.
e The maximum value of the asset during the tax year.

¢ Any other identifying information required by the form instructions.

It is critical to be precise and accurate with all this data to avoid confusion or potential
penalties. The goal is to provide the IRS with sufficient detail to understand the nature
and value of your foreign financial holdings.

How to Properly Complete the IRS Form 8938
Continuation Sheet

Completing the IRS Form 8938 continuation sheet correctly is crucial for compliance. The
process involves careful attention to detail and adherence to the instructions provided by
the IRS. While it's a supplementary document, its accurate completion is as important as
the main form.

Understanding the Formatting

The IRS provides a specific continuation sheet form, often titled "Form 8938 Continuation
Sheet." It is designed with blank fields that correspond to the reporting sections of the

main Form 8938. Taxpayers should use the most current version of this continuation sheet
available on the IRS website. Failure to use the correct form can lead to processing issues.

Step-by-Step Reporting Process

Begin by filling in the taxpayer's identifying information at the top of the continuation
sheet. Then, for each additional specified foreign financial asset that does not fit on the
primary Form 8938, carefully complete the relevant lines on the continuation sheet.



Ensure that the asset is reported using the same categories and codes as specified in the
instructions for Form 8938. For instance, if you are reporting a foreign brokerage account,
you would use the appropriate code for that account type and provide all the required
details for that specific account.

When you have multiple continuation sheets, it's important to number them sequentially.
For example, if you need two continuation sheets, the first will be labeled "Continuation
Sheet 1 of 2" and the second "Continuation Sheet 2 of 2." This organizational structure
helps the IRS process the documents efficiently. Double-checking all entries for accuracy
and completeness before attaching them to your tax return is a vital last step.

Common Mistakes and How to Avoid Them

Navigating the complexities of foreign financial asset reporting can be challenging, and
mistakes on the IRS Form 8938 continuation sheet can lead to significant penalties.
Understanding these common errors can help taxpayers ensure accuracy and avoid
inadvertent non-compliance.

Incomplete or Inaccurate Asset Information

One of the most frequent mistakes is failing to provide all the necessary details for each
asset reported on the continuation sheet. This could include omitting the financial
institution's name, the account number, or the maximum value during the year. Always
refer to the IRS instructions for Form 8938 to ensure you are providing every piece of
required data. Inaccurate valuations are also a common issue, so it's important to use the
correct valuation methods as prescribed by the IRS.

Failure to Report All Required Assets

Another critical error is simply forgetting to report certain specified foreign financial
assets. This often happens when taxpayers have a diverse range of foreign holdings or
when they are unaware of all the assets that fall under the reporting requirements. It is
essential to conduct a thorough review of all foreign financial accounts and assets to
ensure everything reportable is included, whether on the primary form or a continuation
sheet.

Incorrectly Attaching the Continuation Sheet

The IRS Form 8938 continuation sheet must be filed along with the original Form 8938
and submitted with your tax return. Errors can arise if the continuation sheets are not
properly attached or if they are sent separately. Always ensure that all continuation sheets



are securely fastened to the primary Form 8938 and submitted as part of your complete
tax filing. If using tax software, ensure the continuation sheets are correctly generated
and included in the electronic submission.

The Role of the Continuation Sheet in Foreign
Asset Reporting

The IRS Form 8938 continuation sheet plays a vital and often overlooked role in the
broader landscape of U.S. international tax compliance. It is not an isolated document but
an integral part of the system designed to ensure transparency in foreign financial
holdings for U.S. taxpayers.

Ensuring Comprehensive Disclosure

The primary function of the continuation sheet is to facilitate comprehensive disclosure of
specified foreign financial assets. Without it, taxpayers with numerous assets would be
unable to fully comply with the reporting requirements. This would create gaps in
information available to the IRS, undermining the effectiveness of its efforts to track
offshore accounts and ensure tax obligations are met. The continuation sheet directly
addresses this limitation by providing the necessary space for detailed reporting.

Avoiding Penalties and Compliance Issues

The penalties for failing to file Form 8938 or for filing an incomplete or inaccurate return
can be severe, often amounting to significant monetary fines. The IRS Form 8938
continuation sheet is a tool that directly helps taxpayers avoid these penalties by enabling
them to meet their reporting obligations fully. By accurately reporting all specified foreign
financial assets, taxpayers can demonstrate their commitment to compliance and mitigate
the risk of IRS scrutiny and subsequent penalties. It is essential to view the continuation
sheet not as an optional add-on but as a necessary component of compliant foreign asset
reporting.

The need for the IRS Form 8938 continuation sheet underscores the importance of
meticulous record-keeping and a thorough understanding of U.S. tax law concerning
foreign financial assets. By following the guidelines and ensuring all required information
is accurately presented, taxpayers can navigate these complex requirements with greater
confidence.

Q: What is the primary purpose of the IRS Form 8938



continuation sheet?

A: The primary purpose of the IRS Form 8938 continuation sheet is to provide additional
space for taxpayers to report specified foreign financial assets when the main Form 8938
does not have enough lines to list all of them.

Q: When should I consider using an IRS Form 8938
continuation sheet?

A: You should consider using an IRS Form 8938 continuation sheet when the number of
specified foreign financial assets you are required to report exceeds the number of
available lines on the original Form 8938.

Q: What kind of information needs to be reported on the
IRS Form 8938 continuation sheet?

A: The IRS Form 8938 continuation sheet requires the same detailed information for each
asset as the main Form 8938, including the type of asset, name and address of the
financial institution or issuer, account number, and maximum value during the tax year.

Q: Can I use my own format for a continuation sheet if
the IRS doesn't provide one?

A: No, you must use the official IRS Form 8938 continuation sheet. Using a non-standard
format can lead to processing issues and may be considered an incomplete filing.

Q: What happens if I fail to use a continuation sheet
when I have too many assets to list on the main Form
8938?

A: Failing to use a continuation sheet when necessary will result in an incomplete Form
8938, which can lead to substantial penalties from the IRS.

Q: How do I identify multiple continuation sheets if I
need more than one?

A: When you use multiple continuation sheets, you should number them sequentially. For
example, if you use two, you would label the first as "Continuation Sheet 1 of 2" and the
second as "Continuation Sheet 2 of 2."

Q: Where do I attach the IRS Form 8938 continuation



sheet?

A: The IRS Form 8938 continuation sheet must be attached to the primary Form 8938 and
submitted together as part of your overall tax return.
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