
Lesson 10: Chapter 4 Reporting on Forms 1042 and 1042-S

Hello and welcome back to our lesson chapter 4 reporting.  We have talked through chapter 61

reporting on Form 1099, the reporting of backup withholding under section 3406 on Form 945,

and chapter 3 reporting on Forms 1042 and 1042-S.  Here, we will continue our journey to

understand what chapter 4 reporting is, who does it, and to what amounts it applies.   This

lesson will focus on the Forms 1042 and 1042-S reporting aspects of chapter 4.  In our next

lesson, we will begin discussing Form 8966 reporting or the Foreign Account Tax Compliance Act

– FATCA Report.  Let’s start!

So, who does it?  Well, similar to chapter 3 reporting, U.S. and non-U.S. withholding agents that

make chapter 4 reportable payments to non-U.S. persons will be obligated to report that

chapter 4 income on Forms 1042 and 1042-S.

Now, we have already learned that chapter 4 reporting applies to sort of a subset of chapter 3

reporting when we are talking about Forms 1042 and 1042-S.  This reporting applies to chapter

4 withholdable amounts paid to non-U.S. persons.  We already learned that a chapter 4

withholdable amount generally is a financial payment, such as U.S. source interest and

dividends – remember, chapter 4 withholdable amounts is a smaller subset of amounts subject

to chapter 3 withholding or U.S. source fixed, determinable annual, or periodical income.  When

we talk about withholdable amounts, we generally refer to interest and dividends as those are

the most common financial payments.  There are many other financial payments, such as broker

fees, that would need to be considered under chapter 4.  We will cover these in much greater

detail in the Deep Dive Course!  For now, understand that chapter 4 withholdable amounts are

financial in nature.

Generally, chapter 4 withholding will not apply as the majority of recipients are compliant,

meaning they provided valid documentation to support their status, but this income will still

need to be reported.  When does the withholding actually apply? Remember, withholding



under chapter 4 happens where the income recipient did not provide a withholding certificate

to document status as a U.S. or non-U.S. person – more importantly here – it is where the

person did not document a chapter 4 status.  The other instance where withholding could apply

is where a person indicates that it is a nonparticipating financial institution.  Remember, a

nonparticipating financial institution is one that does not enter into an agreement with the IRS

to be compliant! So, in these instance, generally 30 percent chapter 4 withholding will apply.

A U.S. withholding agent will have to report withholdable payments or payments of U.S. source

financial amounts, generally interest and dividends, on a Form 1042 and 1042-S.  Now, this

information does overlap with lots of what we learned in our lessons on chapter 3 reporting.  All

of the same rules apply for filing Forms 1042 and 1042-S with the IRS, furnishing recipient

statements of Form 1042-S.  The only difference here is that the payor will be indicating on the

Forms 1042 and 1042-S that this U.S. source interest and dividends is being reported as chapter

4 income.   In a later module we will be walking through these forms and these rules will

become clearer when you see and discuss the forms.

And that concludes our lesson on chapter 4 withholding with respect to Forms 1042 and 1042-S

reporting.  Later in this module, we will explain one other type of reporting related to chapter 4,

called Form 8966 reporting or the FATCA Report.   In order to keep our focus on Form 1042 and

1042-S reporting, our next lesson will begin discussing extensions related to these forms for

both chapters 3 and 4 reporting.  See you then!


