
Lesson 6: Form 1042-S Walkthrough Part 4

Next, we move on to Box 5 for withholding allowance, which you may remember from our

lesson on Form 8233, Exemption From Withholding on Compensation for Independent (and

Certain Dependent) Personal Services of a Nonresident Alien Individual, specifically Part II.

Withholding agents complete this box only if the income code reported in Box 1 is for one of the

following:

16, for scholarship or fellowship grants,

17, for compensation for independent personal services,

18, for compensation for dependent personal services,

19, for compensation for teaching,

20, for compensation during studying and training, or

42, for earnings as an artist or athlete with no central withholding agreement.

So, as you can see, it is very specific set of compensation that can be entered in Box 5.

The same is true for Box 6, Net Income, because this box is reserved for those who have entered

an amount in Box 5.  In that case, the withholding agent would apply the withholding allowance

from Box 5 and enter the net income in Box 6.

 Next, we have Boxes 7a, 7b, and 7c, all relating to Federal Income Tax Withheld.  Box 7a is

where the withholding agent enters the total amount of U.S. federal tax that it actually withheld



under chatper 3 or chapter 4.  If it did not withhold any tax, then it would enter 0.  Withholding

agents must complete this box in all cases, even if it did not deposit any taxes.

Box 7b is for the escrow procedures we have mentioned during our Form 1042 walkthrough.  As

a reminder, this is where the withholding agent applies withholding to an amount for which it

needs additional information in order to determine the correct withholding rate to apply.  In this

case, it does not have to deposit the amount until it is able to make that determination.  So, in

Box 7b, the withholding agent will check the box stating that it withheld an amount during the

calendar year and was not required to deposit with the IRS pursuant to the escrow procedures.

Box 7c is also a checkbox.  Here, the withholding agent will check the box if it is a partnership

that received an amount subject to withholding during the preceding calendar year and they

are withholding on the amount includible in a non-U.S. partner’s share after March 15 of the

subsequent year.  Withholding agents check this box only if they designate the deposit as

attributable to the preceding year.  In that case, the partnership will have to report the

associated income and tax withheld on Forms 1042 and 1042-S for the preceding year.  Now, if

the partnership withholds on a non-U.S. partner’s share of income after March 15 of the

subsequent year, then the due date for filing and furnishing Form 1042-S is September 15 of the

subsequent year.

Let’s look at a quick example.  On April 1, 2021, a partnership withholds on a non-U.S. partner’s

share of undistributed income for the 2020 calendar year.  The partnership may designate the

deposit as made for 2020 and report the liability and tax withheld on the 2020 Form 1042 and

the 2020 Form 1042-S for the partner.  The partnership must also confirm that its chapter 3

status on such forms reflects its status as a partnership, including if it is a withholding

partnership.  The extended deadline of September 15, 20210, is also applicable when a

partnership is reporting on Form 1042-S an allocation of income after March 15 of the

subsequent year to a non-U.S. partner for the prior year, but not withholding is required on the

income.  In that case, Box 7c must be checked, even though there is no withholding.  These new

rules are related to the proposed regulations issued on December 18, 2018.



Let’s move on to Box 8.  Here, withholding agents that are filing this Form 1042-S to report

income that has already been subject to withholding by another withholding agent will enter

the amount actually withheld by the other withholding agent.

Next, we have Box 9 for overwithheld tax repaid to a recipient pursuant to the adjustment

procedures.  Here, withholding agents will complete Box 9 only if they repaid a recipient under

the reimbursement or setoff procedures during the calendar year following the year in which

the payment was made.  In other words, if the payment was made in 2020 and the withholding

agent realized the overwithholding error, it would have had to adjust this error in 2021, before

March 15, the due date for the return.  If this happened, then the withholding agent would

complete Box 9.  But, if the withholding agent repaid the recipient under the reimbursement or

setoff procedures during the 2020 calendar year, then it would not complete Box 9.  It would

reduce the amount of withholding that it reported in Box 7a.

Box 10 is where the withholding agent will combine the amounts reported in Box 7a, for federal

tax withheld,  Box 8, tax withheld by other withholding agents, and Box 9, overwithheld tax

repaid to recipient pursuant to adjustment procedures.  The withholding agent will add these

amounts together and enter the total in Box 10.  This box is mandatory and the withholding



agent must complete it even if it did not deposit any taxes.

Next, Box 11, is for the tax paid by the withholding agent or amounts not withheld.  Here, the

withholding agent enters the total amount of tax that it paid and did not withhold from the

payment to the recipient.  This amount should be the amount that the withholding agent paid

from its own funds rather than through withholding from a payment it made to a recipient.  It is

important to remember that any amount reported in Box 11 must be included in Box 10.

Box 12a is one we have seen before!  Finally, some overlap with other forms.  This is where the

withholding agent enters its Employer Identification Number of EIN.  Withholding agents must

enter their EINs in this box, but remember if they are filing Form 1042-S as a QI, WP, or WT, then

it would enter its QI-EIN, WP-EIN, or WT-EIN.   It is important to remember that the withholding

agent must enter its complete EIN and not truncate for security purposes.  It is required in full.

The next two Boxes relate to the chapter 3 and 4 status code of the withholding agent.  We

talked a bit about status codes previously and this is the first set of boxes where the withholding

agent will enter these codes.  You may recall in our last lesson on Form 1042, there were similar

required boxes for the withholding agent.  It is important for Boxes 12b and 12c here on the

Form 1042-S to match the boxes on Form 1042.  These points about boxes on different forms



that need to match are good steps to incorporate into your reconciliation workpapers for Forms

1042 and 1042-S.

Both chapter 3 and 4 status codes are required regardless of the types of payments that the

withholding agent makes.

Similar to what we learned on the Form 1042, a U.S. financial institutions would indicate their

chapter 4 status as 01, U.S. Withholding Agent – FI.  They would not use this status code for

their chapter 3 status.  Also, when a non-U.S. branch of a U.S. financial institution issues a Form

1042-S, it would indicate a chapter 4 status of 50, U.S. withholding agent – foreign branch of FI,

and not 01, U.S. withholding agent FI.

We find these codes in the same Appendix A or behind Copies C and D of the Form 1042-S.

  



 






