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Forms 1042 and 1042S Compliance 
(edited transcript) 

  
Bob Driscoll: Thank you, Evelyn, and welcome. My name is Bob Driscoll. I'm a 

manager in large business and international on the international 
side of the house. I'm based in Houston, Texas, just down the road. 
Today we're going to talk about withholding agent compliance. 

 
 Abbreviated as WA. Withholding agent compliance, with respect 

to chapter three and four withholding is reported on Forms 1042 
and 1042-S. How many of you have experience with the 1042 and 
1042-S? About half the room has some experience. Today's 
agenda. First, we're going to start off looking at the 1042-S, and 
then the 1042 itself, the summary income tax report return. We 
will look at these items: common errors, how and where to report 
different withholding scenarios, what's new for 2017, and how to 
file an amended 1042-S, and then moving over to similar issues on 
the 1042, even though the 2017 Form 1042 has not yet been 
published.  

 
 This will give you a preview of what you can expect to see when it 

is published for 2017. Now our objectives. After this presentation, 
you'll be able to define reporting obligations of the WA under 
chapter three and four. And the 1042 and 1042-S is used for both 
purposes, both chapter three and chapter four reporting would be 
reported on these forms. Common errors. Changes that are coming 
for the 2017 tax year. How to accurately file an amended 1042-S. 
Different scenarios, and where these scenarios would show up in 
the different boxes on the 1042-S. And then a neat little crosswalk 
that shows you how the 1042-S and the 1042 information 
interrelate on this crosswalk.  

 
 So let's begin with chapter three withholding. A payment is subject 

to chapter three withholding if it is income from sources within the 
United States. It's often referred to as FDAP income – Fixed 
Determinable Annual or Periodic income. It's also known as NECI 
– Non-Effectively Connected Income. And sometimes you'll see 
that reported on the schedule NEC of a 1040-NR. Or section one of 
the 1120-F by foreign corporations. Usually it's only reported on 
those forms when the withholding agent did not properly withhold 
at source. So, again, today's emphasis is to stress proper 
withholding agent compliance. Chapter three generally requires 
withholding agents to collect the substantive tax liability of a 
foreign person that's imposed under sections 871(a)(1) and 881(a).  
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 Most types of US sourced income received by a foreign person are 
subject to a withholding tax of 30 percent. A reduced rate or 
exemption may apply if there is a tax treaty between the foreign 
person's country of residence and the US, or the rate is otherwise 
reduced under the code. For instance, with respect to portfolio debt 
interest. The tax is generally withheld from the payment at the time 
of payment. A withholding agent can be a US or foreign person, in 
whatever capacity acting. A person who has control, receipt, 
custody disposal of an amount subject to chapter three 
withholding. A withholding agent may be an individual, 
corporation, partnership, trust, association, nominee. You may be a 
withholding agent even if there is no requirement to withhold from 
a payment, or even if another person has withheld the required 
amount.  

 
Where you have a chain of – if you have a payment that moves 
through several persons before it ends up with the foreign person, 
there may be withholding done at more than one stage along the 
way. And even if there isn't withholding, there is almost always a 
reporting requirement. So payments almost always have to be 
reported, even if you, the withholding agent, do not need to 
withhold tax. Moving on to chapter four, also known as FATCA. 
FATCA withholding became effective under chapter four became 
effective in 2014. Chapter four generally requires withholding 
agents to withhold tax on certain payments to foreign financial 
institutions.  US financial institutions, and other US withholding 
agents, must withhold 30 percent on certain payments to foreign 
entities that are non-participating FFIs, and certain non-financial 
foreign entities. Under chapter four of the code, a withholding 
agent that makes a withholdable payment to an FFI must withhold 
30 percent, unless the withholding agent is able to treat the FFI, the 
foreign financial institution, as a participating FFI, a deemed 
compliant FFI, or an exempt beneficial owner. You may have to 
use presumption rules under chapter four.  
 
If you determine that you are making a withholdable payment to an 
entity and cannot reliably associate the payment with a valid Form 
W8 or other documentation then you're required to treat the entity 
payee as a non-participating FFI and withhold 30 percent. If you, 
the withholding agent, make a payment that is subject to both 
chapter four and chapter three withholding, you first look to the 
requirements under chapter four. If you withhold on the payment 
under chapter four, then the chapter three withholding is usually 
relieved. You do not have to also withhold under chapter three. 
WA's must file a Form 1042-S for amounts subject to chapter three 
withholding, and chapter four reportable amounts, unless an 
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exception applies. The form can be filed electronically or on paper. 
A separate Form 1042-S is required for each recipient of income, 
to whom you make payments during the preceding calendar year, 
regardless of whether you withheld or were required to withhold 
tax. You must use a separate Form 1042-S for each type of income 
that you pay to the same recipient. Consolidated 1042-S's, listing 
all income types to a single participant, a single payee, are not 
permissible, and should not be provided to the recipient, or filed 
with IRS. You must furnish a Form 1042-S for each recipient, even 
if you do not withhold tax.  
 
Filing requirements. WA's may be required to file electronically. 
The code provides that any person who is required to file 250 or 
more information returns must file such returns electronically. The 
1042-S is the information return. The 250 or more requirement 
applies separately for each type of information return, and 
separately to each type of amended return, if any. Financial 
institutions that are required to report payments under chapter three 
or four withholding must electronically file Forms 1042-S 
regardless of the number of forms. Prior year data may be filed 
electronically, however each tax year must be submitted in a 
separate file transmission. Electronic reporting eliminates the need 
for electronic filers to send paper documents to the IRS. Do not 
send copies of the paper forms to the IRS for any forms filed 
electronically. That would result in duplicate filing.  

 
The IRS has made a series of changes and clarifications to the 
Form 1042-S, and the instructions for 2017, in an effort to assist 
withholding agents to more accurately report income and 
withholding information. Many of the clarifying changes 
underscore the need for exact reporting of the recipient's name on 
all copies of the 1042-S. And for the need to report identical 
information on all copies of the 1042-S, copies A, B, C, D, and E.  
If the information is not consistent on all copies, you will cause a 
filing problem. Withholding agents may create a substitute version 
of the Form 1042-S. For instructions, please see Publication 1187, 
if you want to use substitute forms.  

 
Common errors that we see. IRS often comes across the same 
errors made by withholding agents. These errors are easily 
corrected. Errors may lead to delays in processing the recipient's 
return, and claims for credit or refund. Often these errors involve a 
withholding agent, providing inconsistent information on copies of 
the Form 1042-S, provided to the recipient, versus what the 
withholding agent filed with IRS. Joint owners. A Form 1042-S 
must never report more than one recipient. In the case of joint 
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owners, 1042-S can only list one of the owners as a recipient in 
box 13a.  

 
 In the case of payments to joint accounts, the withholding agent 

has two options. One, list the owner's name whose status the 
withholding agent relied upon to determine the withholding tax 
rate reported in box 13-A, or, the second option is if separate 1042-
S's are requested, allocate the payment and the tax withheld among 
the joint owners. Recipient's name on the 1042-S copies. The name 
must be consistent on all copies, A through E. The recipient's name 
must be reported exactly as it appears on the official 
documentation provided to the withholding agent. It should match 
the information provided to you on the W8, the W9 if it's a 
services type income, the W4, there should be consistency. If it's a 
middle name or a middle initial, that should also be included. And 
don't use nicknames. If it's John, report John, not Jack. Another 
issue, using a prior year Form 1042-S.  

 
Make sure that you use the correct form for the year in which the 
payment was made, and for which you are reporting. The amended 
box is checked on the copy filed with IRS, but the withholding 
agent has not provided a copy of the amended form to the 
recipient. So if you need to amend the Form 1042-S, make sure 
you give a copy to the recipient, to the payee, as well.  
 
Truncating TINs. Withholding agents may truncate the recipient's 
TIN, that is Social Security Number, ITIN, or EIN, on the 
recipient's copy of form 1042-S. That is copies B, C, and D. To 
truncate the recipient's TIN, only the last four digits of the TIN 
must be displayed, and the remaining digits must be replaced with 
either asterisks or X's, as shown on the slide. Withholding agents 
may also truncate a recipient's foreign TIN. This comes up in 
chapter four withholding. The same rules for truncating a US TIN, 
stated above, must be followed. That is show the last four digits, 
and the other places should be replaced by asterisks or X's.  

 
 The recipient's TIN, and the foreign TIN, must not however be 

truncated on copy A, on the copy that comes to IRS. So don't – do 
not truncate the TIN on copy A. In addition, the withholding  
agent's EIN should not be truncated on any of the five copies. The 
withholding agent's EIN should be shown in full on all five copies. 
Additional errors that we come across. Dollar amounts include 
cents on one copy, but report whole dollars on other copies. Again, 
be consistent, so that things match. Tax rates are not exactly the 
same on all copies. One might show 30.00, another may show 
29.5, close but no cigar. They must exactly match.  
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 Chapter three and chapter four notation. The chapter three and four 

checkboxes have been removed, and withholding agents must 
instead either must enter either three or four as the chapter 
indicator. The 1042-S should show withholding under chapter 
three or chapter four, not both, it can't be both, it has to be either 
three or four. And then the escrow box. This is a procedure that a 
withholding agent could use. It's voluntary. It's not required. If the 
withholding agent applies the escrow procedure, that is WA does 
not deposit the withheld amount that is being reported, then the 
box on the 1042-S, box 7B, should be checked on all five copies of 
the 1042-S.  

 
 And, again, the escrow procedure is a voluntary procedure under 

the regulations. Okay. So now we'll look at a couple of different 
scenarios, and where amounts should be reported in the different 
boxes on the 1042-S. Box 7A. Enter the total amount of US federal 
tax that you actually withheld in box 7A. If you did not withhold 
any tax, enter zero. Box 7A must never be blank. It must have 
digits in there, okay? It must be completed. And now we're going 
to look at situations where withholding may have been done by 
other withholding agents.  

 
 This may happen when the US withholding agent, say a US 

corporation, pays a dividend, but it's paid first to perhaps a US 
bank, and then to a foreign bank, and then eventually reaches the 
foreign beneficial owner. This is a very common scenario. So the 
primary withholding agent is usually the withholding agent from 
where the payment originates. In my case, from the US 
corporation. And it has primary withholding responsibility for all 
payments. An intermediary is a custodian, broker, nominee, or any 
other person that acts as an agent for another person. So in my 
scenario, actually where it goes from the US corp to the US bank, 
the US bank is probably going to be the primary withholding 
agent, because it's the last US person before the payment goes to a 
foreign person.  

 
So we're going to use two common scenarios here to discuss how 
the primary withholding agent completes the Form 1042-S, and 
how a non-qualified intermediary, NQI, or flow through entity, 
FTE, completes the 1042-S. A foreign flow through entity would 
be like a foreign partnership. Just as an aside, remember that 
payments being made to US partnerships are different from 
payments being made to foreign partnership. Payments being made 
to US partnerships are usually payments going from US to US, so 
there would be no NRA withholding, because it's US to US.  
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 So as long as the US partnership, or a US LLC treated as a 

partnership provides a W9 to the withholding agent, there would 
be no withholding when it goes from withholding agent to US 
partnership, and the US partnership would then have to withhold 
on payments that are attributable to the foreign partners. A foreign 
partnership, though, in most cases, the withholding agent looks 
through the foreign partnership based upon documentation, with 
what's called the W8-IMY, as an intermediary, that it gives to the 
withholding agent, along with the documents of each of its 
partners, so that the withholding agent withholds and reports, as 
though the payments went directly to the partners, even though of 
course the payment first goes to the foreign partnership, and then 
to its partners.  

 
 There's two little typos here in the dark blue boxes at the bottom. 

The dark blue box to the left should say refer to slide 15, and the 
one to the right should say refer to slide 16. So now moving onto 
slide 15. This is a case where payment is being made to either an 
NQI, or an FTE. Like a foreign partnership. So the primary 
withholding agent makes a payment to an intermediary or FTE. It 
would then fill out the boxes, as described here. The FTE or – I'll 
use FTE instead of intermediary here. The foreign partnership's 
EIN goes in box 15A, the foreign partnership's name in 15D, and 
then complete as much as possible in the other boxes. Report the 
withholding tax that you actually withheld in box 7A. And then for 
situations which usually financial institutions come across, dealing 
with payments to QI's, WP's, or WT's, that assume withholding, 
you should report them as the recipient – that is the payee – and the 
chapter three status code should be zero, nine, 11, or 12.  

 
So that's a situation where the US withholding agent has received 
the proper documentation from say the foreign partnership, and 
this is how you, the WA, complete the 1042-S  Sometimes errors 
occur, either the documentation is incomplete, or it's not current, or 
it wasn't received in time by the US withholding agent. And the 
intermediary, either the NQI or the foreign partnership, all of a 
sudden has a residual withholding obligation as you can see on line 
three here.  
 
Let's say we have a US corporation makes – is going to make a 
dividend payment to the foreign partnership, and there are three 
partners. One US partner, a US individual, that's provided a W9, 
and two foreign partners (NRAs) that each provide a W8-BEN.  
Both W-8BENs show 15 percent withholding for these NRA 
individuals, but for some reason, for one of the payments that's 
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allocated to the foreign persons, let's say there's a $300.00 dividend 
payment, so allocated one third, one third, one third – so one third 
goes to the US person. A W9 was provided. So there's no 
withholding on the US person. The US individual is going to report 
that on his or her 1040. Then the first NRA, the withholding is 
done properly at 15 percent. So that the net payment is passed on 
from the foreign partnership to that NRA.  But for some reason the 
withholding agent didn't withhold any tax, let's say withheld zero 
on the $100 payment that's allocated to NRA two. So when the 
payments come to the foreign partnership, the foreign partnership 
realizes that the US withholding agent should have withheld 15 
percent on the amount allocated to the NRA two, then all of a 
sudden the foreign partnership has a residual withholding 
obligation. The foreign partnership has to withhold the 15 percent 
that should have been withheld by the US withholding agent, and 
also has to file a 1042-S, just for that one foreign person. Nothing 
to be done for NRA one, because that withholding was done 
properly. So in this case, the foreign partnership goes through the 
steps here on slide 16.   
 
In my example, the foreign partnership would report $0.00 in Box 
8 because the US withholding agent forgot to withhold on the 
payment to NRA two, and then in box seven, it would report the 
$15.00 that it has to withhold with respect to the payment to NRA 
two so that the numbers come out properly. This happens all the 
time. There are many reasons why the documentation doesn't get to 
the withholding agent timely, or the documentation may be out of 
date. So this scenario happens quite a few times. And it forces the 
foreign partnership to file a 1042-S, and a 1042.  
 
Okay, now we're moving onto box nine. When would box nine 
show an amount? Box nine would show an amount when the 
withholding agent has failed to withhold. And then on March 15, it 
realizes, wait a minute, I should have withheld on that payment. 
Say in a simple scenario where the US corporation makes a 
dividend payment to a foreign shareholder, and it doesn't withhold 
at all. Let's say it's an NRA individual, it's in a treaty country, let's 
say it's 15 percent withholding that the W8-BEN shows, but for 
some reason, the withholding wasn't done. Okay? And March 15 
has – is about to come and go. So the withholding agent says, well, 
I want to make sure that I satisfy my withholding tax liability, 
because I'm liable for that tax if I don't withhold it. So WA pays 
the tax out of pocket. It has not withheld from the payment, 
because the payment was already made in the previous calendar 
year. So that amount is going to show up on box nine. Okay? And 
there should be no amount on box 7A or box eight. So that's a 



 
 

  Page 8 of 14 

payment that's made out of pocket by the withholding agent when 
it failed to withhold at the time of payment.  
 
Box ten. This is the total withholding credit that belongs so to 
speak to the foreign person. So it's a sum of 7A plus box eight, but 
not box nine. Because box nine is not an amount that was not 
withheld from the payment. So the beneficial owner only gets 
credit for what was withheld from the payment. And then finally 
we move onto box 11.  
 
Now, box 11 will be used when you, the withholding agent, use the 
reimbursement or the setoff procedures to mitigate an over-
withholding scenario. Has anyone here used these procedures? 
These are voluntary procedures. What happens is that it could be 
that at the time of payment, during the calendar year, the 
withholding agent over-withholds on a payment, perhaps because 
the withholding agent didn't have the documentation in time. So 
the reimbursement procedure is a procedure to adjust over-
withholding in which the withholding agent repays the recipient, 
then reimburses itself by reducing a future deposit of withheld tax. 
The setoff procedure is to adjust for over-withholding in which the 
withholding agent repays the recipient by reducing withholding on 
a later payment to the same recipient. These are voluntary 
procedures that the WA can use between January 1 and March 15, 
following the calendar year where the payment was made.  

 
So if the documentation is provided within that short window, 
January 1 to March 15, the withholding agent can use these to 
make the foreign person whole, to make adjustments. And it 
explains on this slide, the timing that's required, the adjustment has 
to be done between January 1, and usually March 15, unless the 
forms are filed earlier. And if the procedures are not used 
voluntarily within that timeframe, then they can't be used at all, 
and there should be no amounts reported in box 11.  

 
 Now. This is a situation where you – where the withholding agent 

may use any un-deposited amount of tax, so tax has been withheld, 
but hasn't yet been deposited, to make any necessary adjustments 
between the withholding agent, and the recipient, the beneficial 
owner. If the un-deposited amount is enough to make adjustments, 
withholding agent will not use either the reimbursement or the 
setoff procedure to adjust for the over-withholding. It just makes 
an adjustment to the deposit amounts, and no amounts should be 
reported in box 11. However, if March 15 has come and gone – 
then the withholding agent cannot make these over withholding 
adjustments, okay? So do not repay the recipient. Do not reduce 
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box 7A from what was withheld. And no amount should be 
recorded in box 11. Okay? At that point, after March 15, the only 
recourse for the foreign person to get back the amount that was 
over-withheld is to file a US income tax return. It has to file the 
1040-NR, or the 1120-F, as the case may be. Okay.  

 
What's new for 2017? These are some of the items that are new for 
2017. The first one is the unique form identifier, the UFI. Here's a 
picture of where the UFI is located, at the top of the form. Okay. 
It's mandatory for calendar year 2017, the UFI must be numeric, 
exactly ten digits, and may not be the recipient's US or foreign 
TIN. A withholding agent must assign the UFI number to each 
original form 1042-S that it files. So here's an example.  

 
 The withholding agent has three recipients – A, B, and C. There 

are two different types of income for recipient A, so there are two 
separate 1042-S's that must be reported, because they're going to 
be different income codes, and you see these random ten digits that 
are associated with that particular 1042-S.  You, the withholding 
agent, create the UFI. And the numbers should be randomly 
generated. It's hoped that the UFI will help to cut down on 
instances of identity theft and fraud. So you can randomly generate 
these numbers. I guess you can possibly purchase a program that 
does that.  

 
 So if A, B, C amends the 1042-S, it would indicate the UFI to be 

what was originally reported, and indicate amended number one, in 
the box at the top, that's also new. This slide shows the amended 
boxes. You would check the amended box, and then to the right, 
where it says amendment number, you would indicate which 
amendment this is. Is it amended for the first time, the second 
time? But the UFIs should not change with respect to that 
particular 1042-S that is being reported. Also, the pro rata box has 
been moved. The larger withholding agents may use this.  

 
 It used to be at the top of the form. Now it's been moved down to 

the middle, to the middle right. And this item here also affects 
financial institutions. Do we have any financial institutions in the 
audience? Okay. Well, I'm a parent with children. And I consider 
myself a financial institution. Maybe you've been in that situation, 
too. And this is a situation where if there's an obligation 
maintained at a US office or US branch of the financial institution 
– and then – that the 1042-S should include also the foreign 
person's foreign TIN, and if the foreign person is an individual, 
should also include the individual's date of birth.  
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 More information on amending a 1042-S. So in this example, if – 
as described here, if a withholding agent files with the IRS a 1042-
S with an incorrect recipient name, it must file with the IRS an 
amended 1042-S to amend the original filing. The amended form 
should be filed with the recipient name that was originally 
reported, the incorrect name. Report zeroes in all of the dollar 
fields. This will remove the amount reported using the incorrect 
recipient name. The withholding agent would then file an original 
1042-S, that is with a brand new UFI, using the correct recipient 
name and information. So, as always, it's best to get it right the 
first time, so you don't have to amend.  

 
 If an amended Form 1042-S is required, it must be filed with the 

IRS, and copies of the amended Form 1042-S must be furnished to 
the recipient, to the payee. When you, the withholding agent, 
discover you made an error, amend the 1042-S as soon as possible. 
You will need to file an amended form that must have the same 
UFI as the original form. Each time that you amend, increase the 
number of amendments at the top of the box. If any information 
you amend on Form 1042-S changes the information you 
previously reported to the IRS on Form 1042, then you must also 
amend your Form 1042. Amendments to the 1042-S don't always 
affect the 1042, which is a summary income tax return. But if it 
does change the Form 1042, then you must also amend the 1042.  

 
And with that we now move to the 1042 itself. The 1042 is used to 
report tax withheld under chapter three on amounts subject to 
withholding, tax withheld under chapter four on withholdable 
payments, and tax withheld pursuant to section 5000C on specified 
federal procurement payments. Every US and foreign withholding 
agent that is required to file a 1042-S must also file the 1042 
annually. Even if you were not required to withhold any tax.  

 
 The 1042 is filed with the Ogden service center, and due on or 

before March 15 of each year. The 2017 Form 1042 has not yet 
been released. But it should be coming out soon. As a withholding 
agent, you are personally liable for any tax required to be withheld.  
This liability is independent of the tax liability of the foreign 
person to whom you made the payment. So again, that's where box 
nine on the 1042-S could come into play, where you, the 
withholding agent, had to pay out of pocket, because you failed to 
withhold, and you have incurred the section 1461 liability for 
failure to withhold.  

 
 The following three slides will highlight changes to the 2016 form 

1042 that will show up on the 2017 form. Line 63C, adjustments to 
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withholding. Report the amounts repaid to the recipient based on 
the reimbursement or setoff procedures. Again, those procedures 
are voluntarily. If you the withholding agent did not employ those 
procedures, then that line should be zero. Line 63C(2), adjustments 
to under-withholding. In certain cases, withholding agents may 
withhold in the year following the calendar year in which the 
payment is made. In such cases, withholding done in the 
subsequent year, usually between January 1 and March 15, should 
be reported on 63C(2).  

 
 Amounts reported on this slide should be limited to amounts 

withheld in the year following the calendar year of under-
withholding. Common example here would be a US partnership 
that has foreign partners, no distributions were made during the 
previous year, but the partnership did earn income that is subject to 
withholding, with respect to the foreign persons. So in that window 
between January 1 and March 15, the US partnership must 
withhold with respect to that income that is attributable to the 
foreign partners. And such amounts would be reported here. Line 
65 now shows – now provides separate fields. 65a is tax paid 
during the calendar year.  

 
 65b is tax paid during the subsequent year. As I just mentioned, 

withholding agents should use this line to report deposits of tax 
withheld in the year following the calendar year in which the 
related payment was made. And also we have Section 2 of the 
Form 1042, the Form 1042 has been expanded to two pages. That 
began in either '15 or '16, and beginning last year, Section 2 
became mandatory. This section reconciles the amount of US 
source FDAP income reportable under chapter four, and paid by 
the withholding agent during the calendar year with the total 
amount of US source FDAP income reporting, reported, on all 
Forms 1042-S. So it compares FDAP withheld under chapter four 
with amounts with FDAP amounts withheld under the sum of 
chapter four and chapter three withholding. And it is mandatory. 
Common errors that we have seen. These errors, when there's 
inconsistent information, will usually result in delays in the 
processing of returns, and refund claims, if any. And possible 
denial of refund claims when the information is not consistent.  

 
So. First one here is processing issues with a 1042. And this relates 
to the record of federal tax liability, the ROFTL on page one, lines 
one through 60 of the 1042. ROFTL indicates the amount of the 
tax liability and the date when the liability arose. When does the 
tax liability arise? When the payment is made, okay? So that's 
what lines one through 60 show throughout the calendar year, 
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when the liability arises. Not when the deposits were made, but 
when the liability arises, which is generally the date the payment is 
made. The timing and amount of withholding drives the timing of 
when the deposits are required. The ROFTL is compared to the 
dates when deposits were actually made to determine if payments 
were timely made. And, if not, then the deposit penalty under 
section 6656 could apply.  

 
 Lines 63a through 63d indicate the actual withholding reported on 

forms 1042-S. This section references and breaks out the 
withholding based on boxes 7A through 11 on the Form 1042-S. 
We went into detail on those boxes just a little while ago. Line 64b 
through 64c breaks down the ROFTL by chapter three 
withholding, chapter four withholding, and section 5000C, 
specified federal procurement payments. Line 64a is required if 
you are making an adjustment to the total net tax liability. A 
common example is when a US corporation makes a distribution 
during the calendar year, and it makes an estimate of what its 
earnings and profits, E&P, are. And then it determines when it's 
time to file the 1042 that the amounts of E&P were different. So 
perhaps the amount of the distribution treated as a dividend 
actually increases or decreases, and therefore the remainder of the 
distribution is usually a return of capital. So that's when the net tax 
liability needs to be adjusted on this line here, 64a.  

 
A few more errors. The missing withholding agent's chapter four 
status. Failure to report the net tax liability. And, again, failure to 
complete Section 2 which is mandatory. Then here in the last 
minute we just – I'm not going to go through all these here, but this 
is a neat little chart. On this page and the next page. That shows 
you how you can tie out amounts between the 1042-S's, the sum of 
the 1042-S's, and the 1042 itself. And perhaps the software that 
you use would also show this as well, or you could determine if 
your software was working properly by making use of these charts. 
As I mentioned earlier, the 2017 Form 1042 and instructions are 
not yet out. But they should be out soon.  

 
 Finally, we have some pictures of the forms here. That brings my 

presentation to an end. Thank you.  
 
  



 
 

  Page 13 of 14 

Glossary 
 

FATCA – The Foreign Account Tax Compliance Act was enacted by the Congress in 
2010 as part of the Hiring Incentives to Restore Employment (HIRE) Act to combat tax 
evasion by US persons holding investments in offshore accounts. The Act generally 
requires foreign financial institutions and certain to report certain information about 
certain financial accounts held by U.S. taxpayers or by foreign entities in which U.S 
taxpayers hold a substantial ownership interest. 
 
FFI – Foreign financial institutions, that, under FATCA, report certain information about 
their account holders to be FATCA compliant. 
 
FTE – Flow-through entities are often used in transactions to hide or disguise illegal 
activities which result in examination adjustments and penalties 
 
FDAP – Fixed or determinable annual or periodic income is, generally, income that is 
includible in gross income under IRC Section 61. Income is fixed when it is paid in 
amounts known ahead of the time paid. Income is determinable whenever there is a basis 
for calculating the amount to be paid. 
 
NECI – Non-effectively connected income is income (dividends, rents, salaries, wages, 
premiums, annuities, compensation, remunerations, emoluments and other fixed or 
determinable annual or periodic gains, profits and income) of a foreign corporation not 
connected with United States business. 
 
NQI – non-qualified intermediary 
 
NRA – Non-resident alien withholding applies only to payments made to a payee that is a 
foreign person. It does not apply to payments made to U.S. persons. 
 
ROFTL – Record of federal tax liability 
 
TIN – Taxpayer identification number is the general name for a unique number that 
identifies a unique taxpayer appearing on a tax return as a primary, secondary, dependent 
or qualifying person; or a unique number identifying a tax preparer or electronic filer. 
 
UFI – Unique form identifier 
 
WA – Withholding agent is any person that has custody or control of an item of income 
of a foreign person subject to withholding. A withholding agent may be an individual, a 
trust, an estate, partnership, corporation, government agency, association, or tax-exempt 
foundation, whether domestic or foreign. 
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