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Tax, Reporting and Investment Considerations for U.S. Expats 
U.S. Citizens and Permanent Residents (Greencard Holders) have a myriad of tax, reporting and 

investment considerations while residing outside the U.S.  It is important that they fully understand these 
obligations to ensure compliance and effective tax and investment planning. 

GENERAL TAX CONSIDERATIONS: 
 As a U.S. Citizen or Permanent Resident, you are taxed on your Worldwide income, regardless of where you reside.

 Worldwide income includes ALL income from all sources, not just U.S.-Sourced income.

 Generally speaking, your country of residence has the first right to tax your income.  As such, the U.S. generally
allows mechanisms to avoid double taxation.  These can include Foreign-Earned Income Exclusion, Foreign Tax
Credits and other Tax Treaty Benefits.

 You have a U.S. tax filing requirement if you have income above the filing threshold.  The filing threshold is
calculated by adding the standard deduction + the allowed exemptions.  For 2016, the threshold for a single filer is
$10,300.

 The Foreign-Earned Income Exclusion (FEIE) allows you to exclude from income up to $101,300 for 2016. However,
this is for EARNED income, so it does not include passive income items such as dividends, interest, or pension
distributions.   You must meet the residency requirement (either Physical Presence Test or Bona Fide Resident Test)
to elect the FEIE.  The FEIE must be elected on a filed tax return and is not automatic.

 FEIE is just one mechanism and often is not the best alternative for many taxpayers.  If you reside in a country that
has a higher average tax rate than the U.S., or if you earn more than the FEIE, it may be more beneficial for you to
take Foreign Tax Credit (FTC).

 FTC allows you tax credit for any foreign tax paid against any U.S. tax calculated.

 The U.S. has tax treaties in place with most developed nations.  These treaties do have additional mechanisms in
place for double taxation relief.  However, most U.S. treaties have a “savings clause” which preclude U.S. citizens
from utilizing many of the benefits conferred in the treaty.

GENERAL INVESTMENT CONSIDERATIONS: 
 As a U.S. Citizen or Permanent Resident, you need to be aware of the U.S. tax and reporting implications of

investing in financial assets abroad.
 Virtually any type of foreign investment (funds, stocks, partnerships, trusts) will require additional reporting in the

U.S.  It is best to be proactive and plan for the U.S. tax and reporting consequences for such investments before the
investment is made.

 Generally, investing in foreign funds or collective schemes (i.e., foreign mutual funds) will subject you to
unfavorable taxation and reporting of these assets.  These investments are referred to as Passive Foreign
Investment Companies, or PFICS.  PFICs are subject to onerous taxation and reporting requirements in the U.S.
Often, the punitive taxation of these investments and the cost of adhering to the additional reporting requirements
erode all investment earnings realized.

 A PFIC is a designation made based on the nature of the assets and/or income of a foreign entity.  In addition to
foreign mutual funds, investments in certain foreign companies may also be deemed a PFIC.

 From a U.S. tax perspective, it is more favorable to invest only in stocks, bonds, or U.S. funds.  However, investment
in U.S. funds may cause unfavorable tax treatment in your country of residence.  It is important to consult an
investment adviser that is knowledgeable of the issues facing U.S. Expats.
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 Investments in foreign entities (companies, partnerships, trusts, etc.) will likely subject you to additional U.S.
reporting obligations and possible U.S. taxation.

 Premiums paid for foreign “life insurance” policies are subject to an U.S. excise tax and report.  In addition, many of
these policies do not meet the U.S. definition of life insurance and are therefore treated as investment accounts
which likely will be classified as a PFIC and subject you to the PFIC taxation and reporting requirements.

REQUIRED INFORMATION FILINGS: 
 FBAR- If you have foreign accounts (bank, investment, pensions, CV of life insurance, etc.) with a COMBINED

highest balance greater than $10,000, you are required to report these accounts each year.  See table included in
this document for the types of accounts that are required to be reported. If you have signatory authority on foreign
accounts, those are required to be reported also.

 Form 8938- If you have specified foreign financial assets with values exceeding the thresholds, you are required to
file this form with your IRS.  See table included in this document for the types of accounts that are required to be
reported.  This form is filed with your tax return.

 Form 5471, 8865, 8858, 3520, 3520A- If you have ownership/beneficiary interests in any foreign companies,
partnerships or trusts, you may be required to file additional information returns for each investment.  These forms
(except 3520/3520A) are filed with your tax return.  Form 3520/3520A are filed separately.

 Form 8621- For each PFIC you own, you may be required to file an annual report and pay tax and interest.  This
form is filed with your tax return.

 Form 926- Anytime you transfer cash, property or other assets (tangible or intangible) to a foreign corporation you
are required to file an information return.  This form is filed separately.

 Form 720- Anytime you pay premiums on a foreign life insurance policy you are required to pay an excise tax on
those premiums.  This is a quarterly report requirement.  This form is filed separately.

 Most of these forms above have a $10,000 penalty for failing to file.  In addition, the statute of limitations on the
tax return remains open until all required information returns are filed.

DELINQUENT TAX FILING CONSIDERATIONS: 
 If you are not compliant with your previous U.S. tax filing and reporting obligations, you need to consult a U.S. CPA

before making a U.S. tax filing.
 Making a “silent” filing by filing a tax return without having prior year tax returns filed can subject you to significant

penalties and potential criminal liability.

 The IRS has procedures in place to correct delinquent filings.  These programs can minimize and even eliminate
penalties associated with failing to file prior years returns.

WHAT NOW? 
 This can be overwhelming.  We are here to help.  Our goal is to make this process as painless and straight forward

for you as possible.

 We work hand-in-hand with your resident country tax adviser to optimize your overall tax liability.  In addition, we
can consult with you regarding overseas investments to minimize overall taxation.

 We are happy to offer free consultations to evaluate your U.S. tax filing and reporting obligations and give you a
plan on how to proceed.

 Call or email us today.  346-231-1195 OR taxhelp@sdcglobalcpa.com

www.sdcglobalcpa.com
mailto:taxhelp@sdcglobalcpa.com
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Table below was taken from IRS.GOV.  Provided here for information purposes only.   

Comparison of FBAR & Form 8938 

Form 8938 filing requirement does not replace or otherwise affect a taxpayer’s obligation to file FinCEN Form 114 (Report of 
Foreign Bank and Financial Accounts). Individuals must file each form for which they meet the relevant reporting threshold. 

   
Form 8938, Statement of Specified 

Foreign Financial Assets 
FinCEN Form 114, Report of Foreign 
Bank and Financial Accounts (FBAR) 

Who Must File? 

Specified individuals, which include U.S citizens, 
resident aliens, and certain non-resident aliens that 
have an interest in specified foreign financial assets 
and meet the reporting threshold 

U.S. persons, which include U.S. citizens, resident 
aliens, trusts, estates, and domestic entities that 
have an interest in foreign financial accounts and 
meet the reporting threshold 

Does the United States include 
U.S. territories? 

No 
Yes, resident aliens of U.S territories and U.S. 
territory entities are subject to FBAR reporting 

Reporting Threshold (Total Value 
of Assets) 

$50,000 on the last day of the tax year or $75,000 at 
any time during the tax year (higher threshold 
amounts apply to married individuals filing jointly 
and individuals living abroad) 

$10,000 at any time during the calendar year 

When do you have an interest in 
an account or asset? 

If any income, gains, losses, deductions, credits, 
gross proceeds, or distributions from holding or 
disposing of the account or asset are or would be 
required to be reported, included, or otherwise 
reflected on your income tax return 

Financial interest: you are the owner of record or 
holder of legal title; the owner of record or 
holder of legal title is your agent or 
representative; you have a sufficient interest in 
the entity that is the owner of record or holder of 
legal title. 

Signature authority: you have authority to 
control the disposition of the assets in the 
account by direct communication with the 
financial institution maintaining the account. 

See instructions for further details. 

What is Reported? 

Maximum value of specified foreign financial assets, 
which include financial accounts with foreign 
financial institutions and certain other foreign non-
account investment assets 

Maximum value of financial accounts maintained 
by a financial institution physically located in a 
foreign country 

How are maximum account or 
asset values determined and 

reported? 

Fair market value in U.S. dollars in accord with the 
Form 8938 instructions for each account and asset 
reported 

Use periodic account statements to determine 
the maximum value in the currency of the 
account. 

Convert to U.S. dollars using the end of the taxable 
year exchange rate and report in U.S. dollars. 

Convert to U.S. dollars using the end of the 
calendar year exchange rate and report in U.S. 
dollars. 

When Due? By due date, including extension, if any, for income 
tax return 

Received by June 30 (no extensions of time 
granted) 

Where to File? File with income tax return pursuant to instructions 
for filing the return 

File electronically through FinCENsBSA E-Filing 
System. The FBAR is not filed with a federal tax 
return. 

Penalties 

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

If non-willful, up to $10,000; if willful, up to the 
greater of $100,000 or 50 percent of account 
balances; criminal penalties may also apply 
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Types of Foreign Assets and Whether They are Reportable 
Financial (deposit and custodial) 
accounts held at foreign financial 

institutions 
Yes Yes 

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

No Yes 

Financial account held at a U.S. 
branch of a foreign financial 

institution 
No No 

Foreign financial account for which 
you have signature authority 

No, unless you otherwise have an interest in the 
account as described above 

Yes, subject to exceptions 

Foreign stock or securities held in a 
financial account at a foreign 

financial institution 

The account itself is subject to reporting, but the 
contents of the account do not have to be separately 
reported 

The account itself is subject to reporting, but the 
contents of the account do not have to be 
separately reported 

Foreign stock or securities not held 
in a financial account 

Yes No 

Foreign partnership interests Yes No 

Indirect interests in foreign financial 
assets through an entity 

No 
Yes, if sufficient ownership or beneficial interest 
(i.e., a greater than 50 percent interest) in the 
entity. See instructions for further detail. 

Foreign mutual funds Yes Yes 

Domestic mutual fund investing in 
foreign stocks and securities 

No No 

Foreign accounts and foreign non-
account investment assets held by 

foreign or domestic grantor trust for 
which you are the grantor 

Yes, as to both foreign accounts and foreign non-
account investment assets 

Yes, as to foreign accounts 

Foreign-issued life insurance or 
annuity contract with a cash-value 

Yes Yes 

Foreign hedge funds and foreign 
private equity funds 

Yes No 

Foreign real estate held directly No No 

Foreign real estate held through a 
foreign entity 

No, but the foreign entity itself is a specified foreign 
financial asset and its maximum value includes the 
value of the real estate 

No 

Foreign currency held directly No No 

Precious Metals held directly No No 

Personal property, held directly, 
such as art, antiques, jewelry, cars 

and other collectibles 
No No 

‘Social Security’- type program 
benefits provided by a foreign 

government 
No No 

 


