
Introduction To the Form 1042-S

Hello, and welcome back to our walkthrough of the Form 1042-S.  This form is titled, Foreign 

Person's U.S. Source Income Subject to Withholding.  As a reFminder, in these lessons, we often 

refer to foreign persons as non-U.S. persons.  This form is used for reporting payments of 

amounts subject to chapter 3 withholding and chapter 4 withholdable amounts.  Our last lesson 

explained the Form 1042, which is the tax return that identifies the tax liability, deposits and 

aggregates the information reported on Form 1042-S.  Now, we will begin our journey through 

this form. 

So, who must file Form 1042-S?  Generally, every withholding agent or intermediary who 

receives, controls, has custody of, disposes of, or pays a chapter 4 withholdable payment or an 

amount subject to chapter 3 withholding must file an information return on Form 1042-S to 

report these amounts paid during the preceding calendar year.  Withholding agents who are 

individuals are not required to report a payment on Form 1042-S if they are not making the 

payment as part of their trade or business and no withholding is required to be made on that 

payment.  If withholding is required a Form 1042-S must be filed, even if the individual did not 

withhold. 

You remember the amounts subject to chapter 3 withholding are generally  U.S. source fixed, 

determinable annual, or periodical income, or FDAP and chapter 4 withholdable payments are 

generally U.S. source interest and dividends.   

Now, the interesting thing here is that withholding agents must file a Form 1042-S even if they 

did not withhold tax under chapter 3, because the income was exempt from tax under a U.S. tax 

treaty or Code.  This includes the exemption for income that is effectively connected with the 

conduct of a trade or business in the United States.  We call this type of income ECI. 

Withholding agents that file Forms 1042-S must also file a Form 1042, Annual Withholding Tax 

Return for U.S. Source Income of Foreign Persons..  We  discussed this form in our last lesson. 




