
Lesson 14: Form 1042-S Conclusion

So, we touched on amended forms earlier, but let’s talk more about the process.  If a

withholding agent filed a Form 1042-S with the IRS, but later discovered that it made an error

on that form, it must correct the error as soon as possible.   The amended form must have the

same unique form identifierfies as the original form that is being amended.  The withholding

agent would check the “Amended” box and provide the amendment number, which must be

numeric and only one digit in length.  Each time that the withholding agent amends the same

form, it must provide the amendment number in the provided box.  When the withholding

agent provides an amended Form 1042-S to a recipient, it must also file the amended form

with the IRS.

Withholding agents would not file an amended return if they provided Form 1042-S to the

recipients and need to make corrections to those forms before filing with the IRS.  So, this

assumes that the withholding agent issued Forms 1042-S, Copies B, C, and D, one of which

made its way to the recipient, but did not file Copy A with the IRS yet.  In that case, it would

correct the form and send a new one to the recipient, but not amend it, because the

withholding agent did not yet file with the IRS.

If any of the information that the withholding agent corrects on a Form 1042-S would change

the information reported on an already filed Form 1042, then the withholding agent would

have to correct the Form 1042 as well by filing an amended return.

Now, a serious note.  Penalties.  First, we have penalties for filing an incorrect substitute Form

1042-S.  Privately printed substitute Forms 1042-S must be exact copies of both the format

and content of the official Form 1042-S.   Withholding agents that file a substitute for Form

1042-S, Copy A, with the IRS that is not an exact copy of the official Form 1042-S, Copy A, may

be subject to a penalty for failure to file a correct information return.

The next penalty is failure to furnish correct Forms 1042-S to recipient.  Withholding agents

that fail to provide Forms 1042-S to recipients and cannot show reasonable cause, may see a

penalty of up to $280 for each failure to furnish Form 1042-S to the recipient when due.  The



IRS may impose this penalty for failure to include all required information or for furnishing

incorrect information on Form 1042-S.  Withholding agents that use substitute forms that do

not meet the requirements will be considered to have a failure to furnish Forms 1042-S to the

recipients.  Here, the maximum penalty is $3,392,000 for all failures to furnish correct

recipient statements during a calendar year.  If the withholding agent provides the correct

statement on or before August 1, then the IRS may impose reduced penalties similar to those

for failing to file a correct Form 1042-S.

Similar to our last penalty, if the withholding agent intentionally disregards the requirement

to report correct information, then the IRS increases each $280 penalty to the greater of $560

or 10% of the total amount of items required to be reported, with no maximum penalty.

Next, we have late filing of a correct Form 1042-S.  The IRS may impose a penalty for failure to

file each correct and complete Form 1042-S when due.  This include extensions, unless the

withholding agent can demonstrate that the failure was due to reasonable cause and not

willful neglect.  This penalty is based on when the withholding agent  files a correct Form

1042-S and is applied as follows:

- $50 per Form 1042-S if the withholding agent correctly files within 30 days a�er the

required filing date with the maximum penalty of $565,000 per year and $197,500 for a

small business.

- $110 per Form 1042-S if the withholding agent correctly files more than 30 days a�er

the due date, but by August 1; the maximum penalty is $1,696,000 per year and

$565,000 for a small business.

- $280 per Form 1042-S if the withholding agent files a�er August 1 or it does not file

correct Forms 1042-S, then the maximum penalty is $3,392,000 per year and

$1,130,500 for a small business.



Withholding agents that intentionally disregard the requirement to report correct information

may see a penalty per Form 1042-S that is increased to the greater of $560 or 10% of the total

amount of items required to be reported, with no maximum penalty.

And last, we have our failure to file electronically.  If a withholding agent is required to file

electronically, which seems to be all of them lately, but they fail to do so, and do not have an

approved waiver on record, then the IRS may impose penalties, unless the withholding agent

establishes reasonable cause for its failure. 

Okay, that about covers all of our key points for filing Form 1042-S.  Before we wrap up this

very long lesson, let’s have a look at the common errors that withholding agents can avoid

when completing these forms.   Here they are:

- Review the information provided in Publication 515 and these instructions.

- Comply with the requirements in Publication 1187 if an electronic filer.

- Complete all required fields.

- Provide a unique form identifier at the top of the form.

- The income code in Box 1 must correctly reflect the type of income paid to the

recipient.

- The gross income in Box 2 cannot be zero.

- If the amount reported in Box 2 is a withholdable payment, then be sure that Boxes 4a,

4b, and 13g are complete.

- If the amount reported in Box 2 is not subject to chapter 4 withholding or is not a

withholdable payment, be sure that Box 4b is "00.00"  and that there is an applicable

exemption code in Box 4a.

- If the amount reported in Box 2 is an amount subject to chapter 3 withholding, be sure

to complete Boxes 12b, 12c, and 13f.

- The exemption code in Box 3a must correctly identify the proper tax status for the type

of income paid to the recipient.



- The exemption code in Box 4a must correctly identify the proper tax status for the type

of income paid to the recipient or if exemption code 15 is used, payee not subject to

chapter 4 withholding, the chapter 4 status code of the recipient must correctly reflect

this exemption.

- If using exemption code 04, exempt under tax treaty, then the country code in Box 13b

must be a valid treaty country. Countries with which the United States has a tax treaty

are listed

at IRS.gov/Businesses/International-Businesses/United-States-Income-Tax-Treaties-A-t

o-Z.

- The withholding agent's name, address, chapter 3 and 4 status codes, EIN, QI-EIN,

WP-EIN, WT-EIN, and GIIN (if any) must be reported in Boxes 12a–i

- The recipient's name, address, U.S. TIN, GIIN, and country code must be reported in

Boxes 13a–e and 13h. In most cases, these will reflect a non-U.S. address.

- In the case of joint owners, Form 1042-S can only list one of the owners as the recipient

in Box 13a. Form 1042-S must not be completed with more than one of the joint

owners as the recipient.

- The country code in Boxes 13b and 15f must be present and correctly coded and

cannot be "US" unless the intermediary identified in line 15 is a U.S. branch that is not

treated as a U.S. person.

- Do not use "OC" or "UC" except as specifically allowed.

- For direct account holders, report the recipient's account number in Box 13k.

- If the amount reported in Box 2 is a withholdable payment and an amount subject to

chapter 3 withholding and the tax rate in Box 4b is 00.00, the be sure that Boxes 3a and

3b are complete.

- If the rate entered in Box 4b is 30.00, then it is acceptable to  enter information in

Boxes 3a and 3b.

- If a withholding agent is a QI, WP, or WT that is pool reporting for its direct account

holders only, then be sure that there is either a chapter 3 status code in Box 13f or

chapter 4 status code Box 13g.

https://www.irs.gov/businesses/international-businesses/united-states-income-tax-treaties-a-to-z
https://www.irs.gov/businesses/international-businesses/united-states-income-tax-treaties-a-to-z


- If the recipient in Box 13 or entity in Box 15 is a participating FFI, registered

deemed-compliant FFI, sponsored FFI, direct reporting NFFE, or sponsored direct

reporting NFFE, then be sure the entity's GIIN or the GIIN of the sponsoring entity is in

Box 13h or 15e .

- Use only income, status, and exemption codes specifically listed in these instructions.

- Use only tax rates that are allowed by statute, regulations, or treaty.

- Do not "blend" withholding rates. Instead, if necessary, submit multiple Forms 1042-S

to show changes in tax rate. 

And one last note, amounts paid to an individual that is a bona fide resident of a U.S. possession

or territory are not subject to reporting on Form 1042-S if the beneficial owner of the income is

a U.S. citizen, national, or resident alien, such amounts may be subject to Form 1099 reporting. 

Well, that covers our Form 1042-S lesson and walk through.  It has been a long journey, but

this is one of the pivotal forms of chapter 3 and 4.  See you soon!


