
Lesson 5 – Form 1042 walkthrough Part 4

Okay, okay, let’s finally move on to the next section!  But before we do, let’s talk about this new

note that the IRS inserted before LIne 61.

The purpose of this note is to clarify that taxpayers must enter the totals from the Record of Tax

Liability table on Lines 64b through 64d, in the manner indicated in the instructions for those

lines.  This is a new reminder for taxpayers as they calculate their liabilities for the tax year.

Now, on to Line 61.  This is where the withholding agent enters the number of Forms 1042-S

filed on paper and electronically.  Now, you can start to see all of the information on Form

1042-S being aggregated into one Form 1042 return.  This reporting of Form 1042-S information

on the Form 1042 is part of the reconciliation of amounts that should be in your workpapers!

The following organizations must report Form 1042-S electronically:

- All financial institutions

- Withholding agents that file 250 or more Forms 1042-S

- Partnerships that have more than 100 partners or that must file 100 or more Forms

1042-S for the year 2020.  We specify 2020 here, because the rules are changing!  We

expect this number to lower each year to the point where almost all organizations are

filing electronically.  In fact, for tax year 2021, the threshold is expected to lower from

100 to 50.  Stay tuned!

Next is Line 62, which includes five boxes.  Line 62 is for the total amounts reported on all Forms

1042-S and 1000, which is an Ownership Certificate.  This is for all Forms 1042-S and 1000 for

the calendar year, regardless of whether the form was filed electronically or on paper.



Withholding agents must confirm that they reconciled amounts on Form 1042 with amounts on

Form 1042-S.  This includes Forms 1042-S filed electronically.   If these amounts are not

reconciled, there is a good chance that the withholding agent will receive a note from the IRS!

Now, the amount on Line 62a is the total U.S. source FDAP income, other than U.S. source

substitute payments, that the withholding agent reported.  This amount on Line 62a must equal

the sum of all amounts reported on Forms 1042-S, box 2, which is where the withholding agent

enters gross income on that form, minus the sum of all amounts that are U.S. source substitute

payments that the withholding agent reports on Line 62b.  Let’s talk about that line.

Line 62b is for the total U.S. source substitute payments reported.  We have two lines here.  Line

62b(1) must equal the sum of all amounts on Form 1042-S box 2 that are U.S. source substitute

dividend payments.  Line 62b(2) must equal all amounts shown on Form 1042-S box 2 that are

U.S. source substitute payments other than substitute dividend payments.

Now, on Line 62c, the withholding agent adds Lines 62a, 62b(1), and 62b(2) and enters that

total.  This amount must equal the sum of all amounts shown on Forms 1042-S box 2 and all

amounts shown as gross interest paid on Forms 1000.

Finally, on Line 62d, the withholding agent enters the gross amounts actually paid if different

from gross amounts reported.  This is the gross amount reportable on Forms 1000 and 1042-S if

different from the total gross amounts actually reported on Forms 1000 and Forms 1042-S, or

the amount on Line 62c.

The next line is for the withholding agent to designate a third party designee.  This is where a

withholding agent wants to allow any individual, corporation, firm, organization, or partnership

to discuss the Form 1042 for the applicable year with the IRS.  In this case, the withholding



agent would check the ‘yes’ box in this section.  It would also enter the name and phone of the

designee along with any five digits that the designee chooses as his or her personal

identification number or PIN.  This authorization applies only to the tax form on which it

appears.  So, if the withholding agent completes this line on a 2020 Form 1042, then it applies

only for the 2020 Form 1042 – not a 2021 Form 1042 or 2019 Form 1042, only the 2020 Form

1042.

So, if the withholding agent checks the ‘yes’ box, it is authorizing the IRS to call the designee to

answer any questions relating to the information reported on this tax return.  It is also

authorizing the designee to:

- Exchange information concerning this tax return with the IRS, and

- Request and receive written tax return information relating to the tax return, including

copies of specific notices, correspondence, and account transcripts.

Withholding agents cannot use this section to designate someone to receive refund checks,

bind the withholding agent to anything – including tax liability, or otherwise represent the

withholding agent before the IRS.  There are different ways to expand powers to a designee

which we will not discuss in this lesson.  The most common is through using a Power of

Attorney, or Form 2848.

These authorizations actually expire one year from the due date of the form, without any

extensions.  This means that for a 2020 Form 1042 that is generally due on March 15, 2021, the

authorization will expire on March 15, 2022.  If the withholding agent or the designee wants to

terminate this authorization, then the withholding agent must draft a written statement

conveying its wish to revoke the authorization and submit it to the IRS service center that

processed the Form 1042.



Next, we have the signature line.  Here, the withholding agent signs under penalties of perjury

that it has examined the return, including accompanying schedules and statements, and to the

best of its knowledge and belief, it is true, correct, and complete.  Pretty standard for a tax

return.  The withholding agent would have an authorized person sign the Form 1042, date it,

and enter both the capacity in which it is acting – such as a Tax Director or Chief Accountant,

and a daytime telephone number in case the IRS must contact the withholding agent.

Our last section on page 1 of the Form 1042 is for paid preparer’s only.  These are the tax

preparers that withholding agents hire to do their tax returns.  The paid preparer would enter

his or her name, the name, address, telephone number, and EIN of the firm or organization of

the preparer.  The preparer would sign the form and date it.  If self-employed, then it would

check the box to indicate as such.  Also, we see a line for PTIN.  The IRS now requires paid

preparers to request a Preparer Taxpayer Identification Number or PTIN each year.  Yes, another

type of TIN!  The preparer must enter this number on the PTIN line.


