
Lesson 2 - Form 1042 Walkthrough Part 1

Okay, now, let’s start talking about the form.  On the top left, you will notice the indication that 

this is an official Form 1042.

On the top left, you will see the calendar year to which the form relates.  Here, we are looking

at a 2020 Form 1042.  This form is a good example for the need to periodically check for current

forms.  As of this writing, the 2021 form was not yet in final form.  As you recall, the OMB No. is

the Office of Management and Budget control number, which dictates the index number of the

document.  Generally, unless the form displays a valid OMB Number, no one is required to

provide the information requested on a form that is subject to the Paperwork Reduction Act.

At the top center of the form, we see the actual title of the Form 1042, Annual Withholding Tax

Return for U.S. Source Income of Foreign Persons, or non-U.S. persons, as we call them in this

course.  As always, as we just mentioned, it is a great idea to check the IRS website for any form

updates and instructions to be sure you are using the latest revisions of each and the latest

guidance.



Next, and this is a little bit out of order, we have the checkbox for amended returns.

Withholding agents that are amending their Forms 1042 will check this box.  If a withholding

agent has to make changes to its Form 1042 after submitting it to the IRS, then the withholding

agent must file an amended Form 1042.  It would use a Form 1042 for the year in which it is

amending.  For example, if a withholding agent noticed a mistake on a 2019 Form 1042, then it

would complete a 2019 Form 1042 to make the amendment.  The withholding agent would

complete the entire form, including all filing information for that calendar year and sign the

return.  Separately, the withholding agent would attach a statement explaining why it is filing an

amended return.  One example might be because the withholding agent noticed that the tax

liability for the month of May, in 2019 for our example, was calculated incorrectly due to a

mathematical error.  Withholding agents that overwithheld would not amend Form 1042 to

recover taxes.  There is a different process for this, which we will discuss in a bit related to

adjustments.

Just below that line, have a box for the name of the withholding agent, where it should enter its

complete name.



To the right of the name line, we have a box for employer identification number or EIN.  This is

where the withholding agent enters its own EIN if it is reporting on his own behalf or an

intermediary EIN if it is reporting in its capacity as a QI, WP, ET, or other intermediary.

To the right of that, we see some interesting boxes that are for the IRS use only.  The

withholding agent would not enter any information into these boxes, so let’s keep moving!

On the next line we have chapter 3 status code.  Here, the withholding agent enters its chapter

3 status code.

This list is found in the list of Type of Recipient, Withholding Agent, Payor, or Intermediary

Codes, on Form 1042-S.  There you will see a list of chapter 3 status types that we have seen on



other Forms W-8, so we will not walk you through each of those types of codes, but we do have

a bit of clarification for you.



The withholding agent must enter a code on this chapter 3 status code line.  It is mandatory.

They should not use codes 01 or 02 as their chapter 3 status codes.  You will notice that they are

not included in the list that we shared as well.  These codes are for U.S. withholding agents that

are FIs and U.S. withholding agents that are not, or ‘other.’  These are reserved for chapter 4

status types.  Withholding agents should choose the chapter 3 status type that most closely



aligns with its own classification for U.S. federal tax purposes.  As an example, a withholding

agent acting in its capacity as a QI when filing Form 1042 should use the chapter 3 status code

12, for QIs, even though it is a U.S. withholding agent that is an FI.  You can see that QI more

specifically describes the type of withholding agent for chapter 3 purposes.

Okay, let’s move on to the chapter 4 status types.  We find those on the same Form 1042-S, in

the chapter 4 status type section.  The chapter 4 status codes will look similar to the chapter 4

status types on Forms W-8 that we have seen in our walkthroughs of each form, so we will not

discuss each classification.  Similar to the chapter 3 status code, the withholding agent must

choose a chapter 4 status code that most closely aligns with its chapter 4 classification.  Since a

U.S. withholding agent may be just that for purposes of chapter 4, and it will not need another

status for chapter 4, then it may choose codes 01 or 02.  All others, likely organized outside of

the United States, will choose a chapter 4 status code that is not a U.S. withholding agent that is

an FI or other.  Similar to the chapter 3 status code, a chapter 4 status code is also a required

piece of information on Form 1042, so the withholding agent must enter a chapter 4 code on

this line.







And the last set of information that the withholding agent needs to enter on its own behalf is its

address.  It should include the suite, room, or other unit number after the street address.  If the

post office of the withholding agent does not deliver mail to the street address and it has a P.O.

box, then it would enter the P.O. box instead of the street address.  You can see that a P.O.

address is acceptable here for a withholding agent.  We had learned previously that it is not an

acceptable address for a beneficial owner receiving income.


