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Department of the Treasury
Internal Revenue Service2011

Instructions for Form 1042-S
Foreign Person’s U.S. Source Income Subject to Withholding

Every person required to deduct exemption for income that is effectivelySection references are to the Internal
and withhold any tax under connected with the conduct of a trade orRevenue Code unless otherwise noted.
Chapter 3 of the Code is liable for business in the United States, or youCAUTION

!
General Instructions such tax. Every person required to deduct released the tax withheld to the recipient.

and withhold any tax on payments made For exceptions, see Amounts That Are
Use the 2011 Form 1042-S only to expatriates is liable for such tax. Not Subject to Reporting on Form 1042-S
for income paid during 2011. Do on page 5.Do not use Form 1042-S to report an
not use the 2011 Form 1042-S forCAUTION

!
item required to be reported on— Amounts paid to bona fide residents of

income paid during 2010. • Form W-2 (wages and other U.S. possessions and territories are not
compensation made to employees (other subject to reporting on Form 1042-S if theWhat’s New than compensation for dependent beneficial owner of the income is a U.S.
personal services for which the beneficial citizen, national, or resident alien.Amounts paid for guarantee of
owner is claiming treaty benefits),indebtedness. New rules apply for If you are required to file Formincluding wages in the form of group-termpayments made on certain guarantees of 1042-S, you also must file Formlife insurance),indebtedness issued after September 27, 1042, Annual Withholding TaxCAUTION

!
• Form 1099, or2010. Use income code 41 for amounts Return for U.S. Source Income of Foreign• Form 8288-A, Statement of Withholdingpaid for these guarantees of Persons. See Form 1042 for moreon Dispositions by Foreign Persons ofindebtedness. information.U.S. Real Property Interests, or FormDividend equivalent payments. Use 8805, Foreign Partner’s Informationincome code 40 for U.S.-source dividend Where, When, and Statement of Section 1446 Withholdingequivalent payments other than substitute Tax. Withholding agents otherwise How To Filedividend payments (income code 34) or required to report a distribution partly on a Forms 1042-S, whether filed on paper ornotional principal contract income Form 8288-A or Form 8805 and partly on electronically, must be filed with the(income code 32). Use exemption code a Form 1042-S may instead report the Internal Revenue Service by March 15,10 for payments to a qualified securities entire amount on Form 8288-A or 2012. You also are required to furnishlender that assumes primary withholding Form 8805. Form 1042-S to the recipient of theresponsibilities. Use recipient code 21 or

income by March 15, 2012.22 for a qualified securities lender. Who Must File
Copy A is filed with the InternalExemption from requirement to Every withholding agent (defined on Revenue Service. Send all paper Formswithhold for certain payments to page 2) must file an information return on 1042-S with Form 1042-T, Annualqualified securities lenders. If you Form 1042-S to report amounts paid Summary and Transmittal of Formsmade U.S.-source substitute dividend during the preceding calendar year that 1042-S, to the address in the Formpayments to qualified securities lenders, are described under Amounts Subject to 1042-T instructions. You must use Formand these payments are part of a chain of Reporting on Form 1042-S on page 4. 1042-T to transmit paper Forms 1042-S.substitute dividend payments, you may be However, withholding agents who are Use a separate Form 1042-T to transmitexempt from withholding tax on the individuals are not required to report a each type of Form 1042-S. See Paymentspayments. See Amounts paid to qualified payment on Form 1042-S if they are not by U.S. Withholding Agents beginning onsecurities lenders on page 7. making the payment as part of their trade page 6 and the Form 1042-T instructionsPenalties increased. The penalties for or business and no withholding is for more information. If you have 250 orfailure to file, or provide correct and required to be made on the payment. For more Forms 1042-S to file, follow thecomplete, Forms 1042-S have increased. example, an individual making a payment instructions under Electronic Reporting onof interest that qualifies for the portfolio page 2.interest exception from withholding is notReminders

required to report the payment if the Attach only Copy A to FormFIRE System. For files submitted on the portfolio interest is paid on a loan that is 1042-T. Copies B, C, and DFIRE System, it is the responsibility of the not connected to the individual’s trade or should be provided to the recipient
TIP

filer to check the status within 5 business business. However, an individual paying of the income. Copy E should be retaineddays to verify the results of the an amount that actually has been subject by the withholding agent.transmission. The IRS will not mail error to withholding is required to report the Extension of time to file. To request anreports for files that are bad. payment. Also, an individual paying an extension of time to file Forms 1042-S,
amount on which withholding is required file Form 8809, Application for ExtensionPurpose of Form must report the payment, whether or not of Time To File Information Returns. See

Use Form 1042-S to report income the individual actually withholds. See the Form 8809 instructions for where to
described under Amounts Subject to Multiple Withholding Agent Rule on page file that form. You should request an
Reporting on Form 1042-S on page 4 and 12 for exceptions to reporting when extension as soon as you are aware that
to report amounts withheld under Chapter another person has reported the same an extension is necessary, but no later
3 of the Internal Revenue Code. payment to the recipient. Also see than the due date for filing Form 1042-S.

Publicly Traded Partnerships (SectionAlso use Form 1042-S to report By filing Form 8809, you will get an
1446 Withholding Tax) on page 6.distributions of effectively connected automatic 30-day extension to file Form

income by a publicly traded partnership or You must file a Form 1042-S even if 1042-S. If you need more time, a second
nominee. See Publicly Traded you did not withhold tax because the Form 8809 may be submitted before the
Partnerships (Section 1446 Withholding income was exempt from tax under a U.S. end of the initial extended due date. See
Tax) on page 6. tax treaty or the Code, including the Form 8809 for more information.
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If you are requesting extensions of Need assistance? For additional Requirements in the Instructions for Form
time to file for more than 10 information and instructions on filing 1042.
withholding agents or 10 or more Forms 1042-S electronically, extensionsCAUTION

!
payers, you must submit the extension of time to file (Form 8809), and hardship Definitionsrequests electronically. See Pub. 1187, waivers (Form 8508), see Pub. 1187. You

Withholding agent. A withholding agentSpecifications for Filing Form 1042-S, also may call the Information Reporting
is any person, U.S. or foreign, that hasForeign Person’s U.S. Source Income Program at 866-455-7438 (toll-free) or
control, receipt, or custody of an amountSubject to Withholding, Electronically, for 304-263-8700 (not a toll-free number). Do
subject to withholding or who canmore information. not call the Information Reporting
disburse or make payments of an amountProgram to answer tax law questions.Recipient copies.  You may request
subject to withholding. The withholdingSee Caution below for additionalan extension of time to provide the
agent may be an individual, corporation,information. The Information Reportingstatements to recipients by sending a
partnership, trust, association, or anyProgram also may be reached by fax atletter to:
other entity. The term withholding agent877-477-0572 and international fax at

Internal Revenue Service also includes, but is not limited to, a304-579-4105 (not a toll-free number).
Information Returns Branch qualified intermediary (QI), a nonqualified

This call site does not answer taxAttn: Extension of Time Coordinator intermediary (NQI), a withholding foreign
law questions concerning the240 Murall Drive, Mail Stop 4360 partnership (WP), a withholding foreign
requirements for withholding of taxCAUTION

!
Kearneysville, WV 25430 trust (WT), a flow-through entity, a U.S.

on payments of U.S. source income toSee Extension of time to file in Pub. 515, branch of a foreign insurance company or
foreign persons under Chapter 3 of theWithholding of Tax on Nonresident Aliens foreign bank that is treated as a U.S.
Code. If you need such assistance, youand Foreign Entities. person, a nominee under section 1446,
may call 267-941-1000 (not a toll-free and an authorized foreign agent. AIf you are requesting an extension number) from 6:00 a.m. to 11:00 p.m. person may be a withholding agent evenof time to file for recipients of more Eastern time or write to: if there is no requirement to withhold fromthan 10 withholding agents, youCAUTION

!
a payment or even if another person hasmust submit the extension requests Internal Revenue Service already withheld the required amountelectronically. See Pub. 1187, Part D, International Section from a payment.Section 4, for more information. Philadelphia, PA 19255-0725

Generally, the U.S. person who paysElectronic Reporting Additional Information (or causes to be paid) the item of U.S.
If you file 250 or more Forms 1042-S, you source income to a foreign person (or toFor more information on the withholding
are required to submit them electronically. its agent) must withhold. However, otherof tax, see Pub. 515. To order this

Electronic submissions are filed using persons may be required to withhold. Forpublication and other publications and
the Filing Information Returns example, if a payment is made by a QIforms, call 1-800-TAX-FORM
Electronically (FIRE) System. The FIRE (whether or not it assumes primary(1-800-829-3676). You also can
System operates 24 hours a day, 7 days withholding responsibility) that knows thatdownload forms and publications from
a week, at http://fire.irs.gov. For more withholding was not done by the personIRS.gov.
information, see Pub. 1187. from which it received the payment, then

Record Retention that QI is required to do the appropriateThe electronic filing requirement
Withholding agents should retain a copy withholding. In addition, withholding mustapplies separately to original and
of the information returns filed with the be done by any QI that assumes primaryamended returns. Any person, including a
IRS, or have the ability to reconstruct the withholding responsibility under Chapter 3corporation, partnership, individual,
data, for at least 3 years after the of the Code, a WP, a WT, a U.S. branchestate, and trust, that is required to file
reporting due date. of a foreign insurance company or foreign250 or more Forms 1042-S must file such

bank that agrees to be treated as a U.S.returns electronically. The filing Substitute Forms person, or an authorized foreign agent.requirement applies individually to each
The official Form 1042-S is the standard Finally, if a payment is made by an NQI orreporting entity as defined by its separate
for substitute forms. Because a substitute a flow-through entity that knows, or hastaxpayer identification number (TIN). This
form is a variation from the official form, reason to know, that withholding was notrequirement applies separately to original
you should know the requirements of the done, that NQI or flow-through entity isand amended returns. For example, if you
official form for the year of use before you required to withhold since it also fallshave 300 original Forms 1042-S, they
modify it to meet your needs. The IRS within the definition of a withholdingmust be filed electronically. However, if
provides several means of obtaining the agent.200 of those forms contained erroneous
most frequently used tax forms. Theseinformation, the amended returns may be Authorized foreign agent. An agent isinclude the Internet and DVD. For detailsfiled on paper forms because the number an authorized foreign agent only if all fouron the requirements of substitute forms,of amended Forms 1042-S is less than of the following apply.see Pub. 1179, General Rules andthe 250-or-more filing requirement.

1. There is a written agreementSpecifications for Substitute Forms 1096,
If you file electronically, do not file between the withholding agent and the1098, 1099, 5498, W-2G, and 1042-S.
the same returns on paper. foreign person acting as agent.

You are permitted to useDuplicate filing may cause penaltyCAUTION
!

2. The IRS International Section has
substitute payee copies of Formnotices to be generated. been notified of the appointment of the
1042-S (that is, copies B, C, andCAUTION

!
agent before the first payment for whichNote. Even though as many as 249 D) that contain more than one type of the authorized agent acts on behalf of theForms 1042-S may be submitted on income. This will reduce the number of withholding agent. (This notification mustpaper to the IRS, the IRS encourages Forms 1042-S you send to the recipient. be sent to the following address:filers to transmit forms electronically. Under no circumstances, however, may

Internal Revenue ServiceHardship waiver. To receive a hardship the copy of the form filed with the IRS
International Sectionwaiver from the required filing of Forms (copy A) contain more than one type of
Philadelphia, PA 19255-07251042-S electronically, submit Form 8508, income.

Request for Waiver From Filing
Deposit RequirementsInformation Returns Electronically. Waiver 3. The books and records and

requests should be filed at least 45 days For information and rules concerning relevant personnel of the foreign agent
before the due date of the returns. See federal tax deposits, see Depositing are available to the IRS so that the IRS
Form 8508 for more information. Withheld Taxes in Pub. 515 or Deposit may evaluate the withholding agent’s
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compliance with its withholding and dividend from U.S. sources. Dividend entity must indicate its status as a QI on a
reporting obligations. equivalent payments include the following Form W-8IMY submitted to a withholding

4. The U.S. withholding agent remains payments. agent. For information on a QI withholding
fully liable for the acts of its agent and agreement, see Rev. Proc. 2000-12,1. A substitute dividend made under a
does not assert any of the defenses that which is on page 387 of Internal Revenuesecurities lending or sale-repurchase
otherwise may be available. Bulletin (IRB) 2000-4 at www.irs.gov/pub/transaction involving a U.S. stock,

irs-irbs/irb00-04.pdf. Also see the2. A payment made under a specifiedFor further details, see Regulations following documents.notional principal contract, andsection 1.1441-7(c). • Notice 2001-4, which is on page 267 of3. Any payment determined by the
Beneficial owner. For payments other Internal Revenue Bulletin 2001-2 at http://IRS to be substantially similar to a
than those for which a reduced rate of www.irs.gov/pub/irs-irbs/irb01-02.pdf;payment in (1) or (2).
withholding is claimed under an income • Rev. Proc. 2003-64, Appendix 3,

Exempt recipient. Generally, an exempttax treaty, the beneficial owner of income 2003-32 I.R.B. 306, available at http://
recipient is any payee that is not requiredis, generally, the person who is required www.irs.gov/irb/2003-32_IRB/ar19.html;
to provide Form W-9 and is exempt fromunder U.S. tax principles to include the • Rev. Proc. 2004-21, 2004-14 I.R.B.
the Form 1099 reporting requirements.income in gross income on a tax return. A 702, available at http://www.irs.gov/irb/
See the Instructions for the Requester ofperson is not a beneficial owner of 2004-14_IRB/ar10.html; and
Form W-9 for a list of exempt recipients.income, however, to the extent that • Rev. Proc. 2005-77, 2005-51 I.R.B.

person is receiving the income as a 1176, available at www.irs.gov/irb/Expatriate. A person is considered an
nominee, agent, or custodian, or to the 2005-51_IRB/ar13.html.expatriate if he or she relinquishes U.S.
extent the person is a conduit whose citizenship or, in the case of a long-term A branch of a financial institution may
participation in a transaction is resident of the United States, ceases to not act as a QI in a country that does not
disregarded. In the case of amounts paid be a lawful permanent resident as defined have approved know-your-customer
that do not constitute income, beneficial in section 7701(b)(6). (KYC) rules. Countries having approved
ownership is determined as if the KYC rules are listed on IRS.gov.Fiscally transparent entity. An entity is
payment were income. Branches that operate in non-KYCtreated as fiscally transparent with

Foreign partnerships, foreign simple approved jurisdictions are required to actrespect to an item of income for which
trusts, and foreign grantor trusts are not as nonqualified intermediaries.treaty benefits are claimed to the extent
the beneficial owners of income paid to that the interest holders in the entity must, Nonqualified intermediary (NQI). An
the partnership or trust. The beneficial on a current basis, take into account NQI is any intermediary that is not a U.S.
owners of income paid to a foreign separately their shares of an item of person and that is not a QI.
partnership are generally the partners in income paid to the entity, whether or not Private arrangement intermediarythe partnership, provided that the partner distributed, and must determine the (PAI). A QI may enter into a privateis not itself a partnership, foreign simple character of the items of income as if they arrangement with another intermediaryor grantor trust, nominee, or other agent. were realized directly from the sources under which the other intermediaryThe beneficial owner of income paid to a from which realized by the entity. For generally agrees to perform all of theforeign simple trust (a foreign trust that is example, partnerships, common trust obligations of the QI. See Section 4 of thedescribed in section 651(a)) is generally funds, and simple trusts or grantor trusts sample withholding agreement in Rev.the beneficiary of the trust, if the are generally considered to be fiscally Proc. 2000-12 for details.beneficiary is not a foreign partnership, transparent with respect to items of

Non-exempt recipient. A non-exemptforeign simple or grantor trust, nominee, income received by them.
recipient is any person who is not anor other agent. The beneficial owner of a Flow-through entity. A flow-through exempt recipient.foreign grantor trust (a foreign trust to the entity is a foreign partnership (other than

extent that all or a portion of the income Nonresident alien individual. Anya withholding foreign partnership), a
of the trust is treated as owned by the individual who is not a citizen or residentforeign simple or grantor trust (other than
grantor or another person under sections of the United States is a nonresident aliena withholding foreign trust), or, for any
671 through 679) is the person treated as individual. An alien individual meetingpayments for which a reduced rate of
the owner of the trust. The beneficial either the “green card test” or thewithholding under an income tax treaty is
owner of income paid to a foreign “substantial presence test” for theclaimed, any entity to the extent the entity
complex trust (a foreign trust that is not a calendar year is a resident alien. Anyis considered to be fiscally transparent
foreign simple trust or foreign grantor person not meeting either test is aunder section 894 with respect to the
trust) is the trust itself. nonresident alien individual. Additionally,payment by an interest holder’s

an alien individual who is a resident of aThe beneficial owner of income paid to jurisdiction.
foreign country under the residencea foreign estate is the estate itself. Foreign person. A foreign person
article of an income tax treaty, or an alienA payment to a U.S. partnership, U.S. includes a nonresident alien individual, a
individual who is a bona fide resident oftrust, or U.S. estate is not subject to 30% foreign corporation, a foreign partnership,
Puerto Rico, Guam, the Commonwealthforeign-person withholding. A U.S. a foreign trust, a foreign estate, and any
of the Northern Mariana Islands, the U.S.partnership, trust, or estate should other person that is not a U.S. person.
Virgin Islands, or American Samoa, is aprovide the withholding agent with a Form The term also includes a foreign branch
nonresident alien individual. See Pub.W-9, Request for Taxpayer Identification or office of a U.S. financial institution or
519, U.S. Tax Guide for Aliens, for moreNumber and Certification. These U.S. clearing organization if the foreign
information on resident and nonresidentbeneficial owner rules generally apply for branch is a QI. Generally, a payment to a
alien status.purposes of section 1446; however, there U.S. branch of a foreign person is a

are exceptions. payment to a foreign person. Even though a nonresident alien
individual married to a U.S. citizenDisregarded entity. A business entity Intermediary. An intermediary is a
or resident alien may choose to bethat has a single owner and is not a person that acts as a custodian, broker, CAUTION

!
treated as a resident alien for certaincorporation under Regulations section nominee, or otherwise as an agent for
purposes (for example, filing a joint301.7701-2(b) is disregarded as an entity another person, regardless of whether
income tax return), such individual is stillseparate from its owner. that other person is the beneficial owner
treated as a nonresident alien forof the amount paid, a flow-through entity,Dividend equivalent. Under section
withholding tax purposes.or another intermediary.871(m) (formerly 871(l)), a dividend

equivalent is a payment that, directly or Qualified intermediary (QI). A QI is Payer. A payer is the person for whom
indirectly, is contingent on, or determined an intermediary that is a party to a the withholding agent acts as a paying
by reference to, the payment of a withholding agreement with the IRS. An agent pursuant to an agreement whereby
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the withholding agent agrees to withhold with the conduct of a trade or business in made to it for its partners, beneficiaries,
and report a payment. the United States. or owners. For information on these

• A foreign trust to the extent that all or a withholding agreements, see Rev. Proc.Presumption rules. The presumption
portion of the trust is treated as owned by 2003-64. Also see Rev. Proc. 2004-21rules are those rules prescribed under
the grantor or other person under and Rev. Proc. 2005-77.Chapter 3 and Chapter 61 of the Code
sections 671 through 679 (a foreignthat a withholding agent must follow to
grantor trust). Amounts Subject todetermine the status of a beneficial owner • A U.S. branch that is not treated as a(for example, as a U.S. person or a Reporting on Form 1042-SU.S. person unless the income is, or isforeign person) when it cannot reliably
treated as, effectively connected with the Amounts subject to reporting on Formassociate a payment with valid
conduct of a trade or business in the 1042-S are amounts paid to foreigndocumentation. See, for example,
United States. persons (including persons presumed toRegulations sections 1.1441-1(b)(3),

be foreign) that are subject to withholding,Specified notional principal contract1.1441-4(a), 1.1441-5(d) and (e),
even if no amount is deducted and(SNPC). An SNPC is any notional1.1441-9(b)(3), 1.1446-1(c)(3), and
withheld from the payment because of aprincipal contract that satisfies one or1.6049-5(d). Also see Pub. 515.
treaty or Code exception to taxation or ifmore of the following.

Publicly traded partnership (PTP). A any amount withheld was repaid to the• In connection with entering into the
PTP is any partnership in which interests payee. Amounts subject to withholdingcontract, any long party to the contract
are regularly traded on an established are amounts from sources within thetransfers the underlying security to any
securities market (regardless of the United States that constitute (a) fixed orshort party to the contract.
number of its partners). However, it does determinable annual or periodical (FDAP)• In connection with the termination of
not include a PTP treated as a income; (b) certain gains from thethe contract, any short party to the
corporation under section 7704. disposal of timber, coal, or domestic ironcontract transfers the underlying security

ore with a retained economic interest; andto any long party to the contract.Qualified securities lender (QSL). A
(c) gains relating to contingent payments• The underlying security is not readilyQSL is a foreign financial institution that
received from the sale or exchange oftradable on an established securitiessatisfies all of the following.
patents, copyrights, and similar intangiblemarket.• It is a bank, custodian, broker-dealer,
property. Amounts subject to withholding• In connection with entering into theor clearing organization that is regulated
also include distributions of effectivelycontract, the underlying security is postedby the government in its home jurisdiction
connected income by a publicly tradedas collateral by any short party to theand that regularly borrows and lends the
partnership. Amounts subject to reportingcontract with any long party to thesecurities of U.S. corporations to
include, but are not limited to, thecontract.unrelated customers.
following U.S. source items.• The IRS identifies the contract as an• It is subject to audit by the IRS under
• Corporate distributions. The entireSNPC.section 7602 or by an external auditor if it
amount of a corporate distributionis a QI. U.S. branch treated as a U.S. person.
(whether actual or deemed) must be• It provides to the withholding agent an The following types of U.S. branches (of
reported, regardless of any estimate ofannual certification of its QSL status. foreign entities) may reach an agreement
the portion of the distribution that• For the transition period described in with the withholding agent to treat the
represents a taxable dividend. AnyNotice 2010-46, it meets the requirements branch as a U.S. person: (a) a U.S.
distribution, however, that is treated asto qualify as a QSL. branch of a foreign bank subject to
gain from the redemption of stock is notregulatory supervision by the FederalRecipient. A recipient is any of the an amount subject to withholding. ForReserve Board or (b) a U.S. branch of afollowing: information on dividends paid by aforeign insurance company required to file• A beneficial owner of income. qualified investment entity (QIE), seean annual statement on a form approved• A QI. Pub. 515.by the National Association of Insurance• A WP or WT. • Interest. This includes the portion of aCommissioners with the Insurance• An authorized foreign agent. notional principal contract payment that isDepartment of a State, Territory, or the• A U.S. branch of certain foreign banks characterized as interest.District of Columbia.or insurance companies that is treated as • Rents.a U.S. person. The U.S. branch must provide a Form • Royalties.• A foreign partnership or a foreign trust W-8IMY evidencing the agreement with • Compensation for independent(other than a WP or WT), but only to the the withholding agent. personal services performed in theextent the income is effectively connected United States.A U.S. branch that is treated as awith its conduct of a trade or business in • Compensation for dependentU.S. person is treated as suchthe United States. personal services performed in thesolely for purposes of determiningCAUTION

!
• A payee who is not known to be the United States (but only if the beneficialwhether a payment is subject tobeneficial owner, but who is presumed to owner is claiming treaty benefits).withholding. The branch is, for purposesbe a foreign person under the • Annuities.of information reporting, a foreign person,presumption rules. • Pension distributions and otherand payments to such a branch must be• A PAI. deferred income.reported on Form 1042-S.• A partner receiving a distribution of • Most gambling winnings. However,Withholding certificate. The termeffectively connected income from a PTP proceeds from a wager placed in“withholding certificate” generally refers toor nominee. blackjack, baccarat, craps, roulette, orForm W-8 or Form W-9.• A QSL. big-6 wheel are not amounts subject to

Note. Throughout these instructions, aA recipient does not include any of the reporting.
reference to or mention of “Form W-8” isfollowing: • Cancellation of indebtedness.
a reference to Forms W-8BEN, W-8ECI,• An NQI. Income from the cancellation of
W-8EXP, and/or W-8IMY.• A nonwithholding foreign partnership, if indebtedness must be reported unless the

the income is not effectively connected Withholding foreign partnership (WP) withholding agent is unrelated to the
with its conduct of a trade or business in or withholding foreign trust (WT). A debtor and does not have knowledge of
the United States. WP or WT is a foreign partnership or trust the facts that give rise to the payment.
• A disregarded entity. that has entered into a withholding • Effectively connected income (ECI).
• A foreign trust that is described in agreement with the IRS in which it agrees ECI includes amounts that are (or are
section 651(a) (a foreign simple trust) if to assume primary withholding presumed to be) effectively connected
the income is not effectively connected responsibility for all payments that are with the conduct of a trade or business in

-4- Instructions for Form 1042-S (2011)
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the United States even if no withholding tax under section 117 are not subject to Canada, you generally must report the
certificate is required, as, for example, reporting. interest on Form 1042-S. This reporting
with income on notional principal • Amounts paid to foreign requirement applies to interest on a
contracts. Note that bank deposit interest, governments, foreign controlled banks deposit maintained at a bank’s office in
which generally is not subject to Form of issue, and international the United States. However, this reporting
1042-S reporting, is subject to Form organizations. These amounts are requirement does not apply to interest
1042-S reporting if it is effectively subject to reporting even if they are paid on certain bearer certificates of
connected income. ECI of a PTP exempt under section 892 or 895. deposit if paid outside the United States.
distributed to a foreign partner must be • Foreign targeted registered Although you only have to report
reported on Form 1042-S. obligations. Interest paid on registered payments you make to residents of

obligations targeted to foreign markets Canada, you can comply by reporting• Notional principal contract income.
paid to a foreign person other than a bank deposit interest to all foreignIncome from notional principal contracts
financial institution or a member of a persons if that is easier.that the payer knows, or must presume, is
clearing organization is an amounteffectively connected with the conduct of When completing Form 1042-S, use
subject to reporting.a U.S. trade or business is subject to income code 29 in box 1 and exemption• Original issue discount (OID) fromreporting using income code 32. The code 02 in box 6.
the redemption of an OID obligation.amount to be reported is the amount of

On the statements furnished to theThe amount subject to reporting is thecash paid on the contract during the
Canadian recipients, you must include anamount of OID actually includible in thecalendar year. Any amount of interest
information contact phone number ingross income of the foreign beneficialdetermined under the provisions of
addition to the name in box 12a on Formowner of the income, if known. Otherwise,Regulations section 1.446-3(g)(4)
1042-S. You also must include athe withholding agent should report the(dealing with interest in the case of a
statement that the information on the formentire amount of OID as if the recipientsignificant non-periodic payment) is
is being furnished to the United Statesheld the instrument from the date ofreportable as interest and not as notional
Internal Revenue Service and may beoriginal issuance. See Pub. 1212, Guideprincipal contract income. See, however,
provided to the government of Canada.to Original Issue Discount (OID)the separate reporting for other

Instruments.U.S.-source dividend equivalent Interest and OID from short-term
• Certain dispositions of U.S. realpayments. obligations.  Interest and OID from any
property interests. See Withholding on• REMIC excess inclusions. Excess obligation payable 183 days or less from
Dispositions of U.S. Real Propertyinclusions from REMICs (income code the date of original issue should not be
Interests by Publicly Traded Trusts and02) and withheld tax must be reported on reported on Form 1042-S.
Qualified Investment Entities (QIEs) onForm 1042-S. A domestic partnership Registered obligations targeted topage 6.must separately state a partner’s foreign markets.  Interest on a• Other U.S.-source dividendallocable share of REMIC taxable income registered obligation that is targeted toequivalent payments. Other U.S.-sourceor net loss and the excess inclusion foreign markets and qualifies as portfoliodividend equivalent payments areamount on Schedule K-1 (Form 1065). If interest is not subject to reporting if it ispayments other than substitute dividendsthe partnership allocates all or some paid to a registered owner that is athat qualify as U.S.-source dividendsportion of its allocable share of REMIC financial institution or member of aunder section 871(m) (formerly 871(l)).taxable income to a foreign partner, the clearing organization and you haveReport these amounts using income codepartner must include the partner’s received the required certifications.40.allocated amount in income as if that
• Guarantee of indebtedness. This Bearer obligations targeted to foreignamount was received on the earlier of the
includes amounts paid, directly or markets.  Do not file Form 1042-S tofollowing dates.
indirectly, for the provision of a guarantee report interest not subject to withholding• The date of distribution by the
of indebtedness issued after September on bearer obligations if a Form W-8 is notpartnership.
27, 2010. They must be paid by a required.• The date the foreign partner disposes
non-corporate resident or U.S.of its indirect interest in the REMIC Notional principal contract payments
corporation or by any foreign person if theresidual interest. that are not ECI.  Amounts paid on a
amounts are effectively connected with notional principal contract other than a• The last day of the partnership’s tax
the conduct of a U.S. trade or business. specified notional principal contractyear.
Report these amounts using income code (SNPC) that are not effectively connected
41.The partnership must withhold tax on with the conduct of a trade or business in

the portion of the REMIC amount that is the United States should not be reported
an excess inclusion. Amounts That Are Not on Form 1042-S. All amounts paid on an

SNPC should be reported on FormAn excess inclusion allocated to the Subject to Reporting
1042-S.following foreign persons must be on Form 1042-Sincluded in that person’s income at the Accrued interest and OID. Interest paid

same time as other income from the entity on obligations sold between interestInterest on deposits. Generally, no
is included in income. payment dates and the portion of thewithholding (or reporting) is required on

purchase price of an OID obligation that isinterest paid to foreign persons on• Shareholder of a real estate investment
sold or exchanged in a transaction otherdeposits if such interest is not effectivelytrust.
than a redemption is not subject toconnected with the conduct of a trade or• Shareholder of a regulated investment
reporting unless the sale or exchange isbusiness in the United States. For thiscompany.
part of a plan, the principal purpose ofpurpose, the term “deposits” means• Participant in a common trust fund.
which is to avoid tax, and the withholdingamounts that are on deposit with a U.S.• Patron of a subchapter T cooperative
agent has actual knowledge or reason tobank, savings and loan association, creditorganization.
know of such plan.union, or similar institution, and from• Students, teachers, and researchers.

certain deposits with an insuranceAmounts paid to foreign students, Exception for amounts previously
company.trainees, teachers, or researchers as withheld upon. A withholding agent

scholarship or fellowship income, and Exception for interest payments to should report on Form 1042-S any
compensation for personal services Canadian residents who are not U.S. amounts, whether or not subject to
(whether or not exempt from tax under an citizens.  If you pay $10 or more of U.S. withholding, that are paid to a foreign
income tax treaty), must be reported. source bank deposit interest to a payee and that have been withheld upon,
However, amounts that are exempt from nonresident alien who is a resident of including backup withholding, by another
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withholding agent under the presumption that is treated as gain from the sale or Payments by U.S.
rules. exchange of a U.S. real property interest

Withholding Agentsby the shareholder is subject toExample. A withholding agent (WA)
withholding at 35%.makes a payment of bank deposit interest In general. U.S. withholding agents

to a foreign intermediary that is a making payments described underAny distribution by a QIE on stock
nonqualified intermediary (NQI-B). NQI-B Amounts Subject to Reporting on Formregularly traded on a securities market in
failed to provide any information 1042-S on page 4 must file a separatethe United States is not treated as gain
regarding the beneficial owners to whom Form 1042-S for each recipient whofrom the sale or exchange of a U.S. real
the payment was attributable. Under the receives the income. Furthermore,property interest if the shareholder did not
presumption rules, WA must presume withholding agents filing paper Formsown more than 5% of that stock at any
that the amounts are paid to a U.S. 1042-S are not permitted to reporttime during the 1-year period ending on
non-exempt recipient. WA withholds 28% multiple types of income on copy A filedthe date of the distribution. These
of the payment under the backup with the IRS. These filers must use adistributions are included in the
withholding provisions of the Code and separate Form 1042-S for informationshareholder’s gross income as a dividend
files a Form 1099-INT reporting the reportable on a single type of income.(income code 06) from the QIE, not as
interest as paid to an unknown recipient. long-term capital gain. These filers cannot use a singleA copy of Form 1099-INT is sent to

Form 1042-S to report income ifAfter 2011, a RIC will be treated as aNQI-B. The beneficial owners of the bank
that income is reportable underCAUTION

!
QIE only on distributions the RIC makesdeposit interest are two customers of

different income, recipient, or exemptionto a nonresident alien or foreignNQI-B, X and Y. Both X and Y have
codes, or is subject to different rates ofcorporation that are attributable toprovided NQI-B with documentary
withholding.distributions the RIC received from aevidence establishing that they are

REIT. A withholding agent may be permittedforeign persons and therefore not subject
to use substitute payee copies of Formto backup withholding. NQI-B must file a Use Forms 1042-S and 1042 to report 1042-S (copies B, C, and D) that containForm 1042-S reporting the amount of and pay over the withheld amounts. All more than one type of income. Seebank deposit interest paid to each of X other withholding required under section Substitute Forms on page 2 for details.and Y and the proportionate amount of 1445 is reported and paid over using

withholding that occurred. See Payments Made to Persons WhoForm 8288, U.S. Withholding Tax Return
Are Not Recipients beginning on page 8 iffor Dispositions by Foreign Persons ofWithholding on the payment is made to a foreign personU.S. Real Property Interests, and Form
that is not a recipient.8288-A, Statement of Withholding onDispositions of U.S. Real

Dispositions by Foreign Persons of U.S. Payments to RecipientsProperty Interests by Real Property Interests.
Payments directly to beneficialPublicly Traded Trusts For more information on reporting owners. A U.S. withholding agent

income from real property interests, see making a payment directly to a beneficialand Qualified Investment U.S. Real Property Interest in Pub. 515. owner must complete Form 1042-S andEntities (QIEs) treat the beneficial owner as the recipient.
In general, when a publicly traded trust Boxes 17 through 20 should be left blank.Publicly Traded
makes a distribution to a foreign person A U.S. withholding agent should completePartnerships (Sectionattributable to the disposition of a U.S. box 21 only if it is completing Form
real property interest, it must withhold tax 1042-S as a paying agent acting pursuant1446 Withholding Tax)
under section 1445. However, this to an agreement.A publicly traded partnership (PTP)
withholding liability is shifted to the person Under a grace period rule, a U.S.(defined on page 4) that has effectively
who pays the distribution to a foreign withholding agent may, under certainconnected income, gain, or loss must pay
person (or to the account of the foreign circumstances, treat a payee as a foreigna withholding tax on distributions of that
person) if the special notice requirement person while the withholding agent waitsincome made to its foreign partners and
of Regulations section 1.1445-8(f) and for a valid withholding certificate. A U.S.file Form 1042-S using income code 27. A
other requirements of Regulations section withholding agent who relies on the gracenominee that receives a distribution of
1.1445-8(b)(1) are satisfied. period rule to treat a payee as a foreigneffectively connected income from a PTP

The amount subject to withholding for person must file Form 1042-S to report allis treated as the withholding agent to the
a distribution by a publicly traded trust is payments during the period that personextent of the amount specified in the
determined under the large trust rules of was presumed to be foreign even if thatqualified notice received by the nominee.
Regulations section 1.1445-5(c)(3). person is later determined to be a U.S.For this purpose, a nominee is a domestic

person based on appropriateperson that holds an interest in a PTP onThe rate of withholding is as follows:
documentation or is presumed to be abehalf of a foreign person. See1. Distribution by a publicly traded U.S. person after the grace period ends.Regulations section 1.1446-4 and Pub.trust that makes recurring sales of

515 for details. In the case of foreign joint owners, yougrowing crops and timber—10%.
may provide a single Form 1042-S made2. Distribution by a publicly traded If you are a nominee that is the out to the owner whose status you reliedtrust not described in (1) above—35%. withholding agent under section upon to determine the applicable rate of

1446, enter the PTP’s name and
TIP

Special rules apply to qualified withholding (the owner subject to the
other required information in boxes 17investment entities (QIEs). A QIE is any highest rate of withholding). If, however,
through 20 on Form 1042-S.real estate investment trust (REIT) or any any one of the owners requests its own

regulated investment company (RIC) that Form 1042-S, you must furnish a FormOther partnerships that have
is a U.S. real property holding 1042-S to the person who requests it. Ifeffectively connected gross income
corporation. Generally, any distribution more than one Form 1042-S is issued forallocable to foreign partners must pay a
from a QIE attributable to gain from the a single payment, the aggregate amountwithholding tax under section 1446.
sale or exchange of a U.S. real property paid and tax withheld that is reported onThese amounts are reported on Form
interest is treated as such gain by the all Forms 1042-S cannot exceed the total8804, Annual Return for Partnership
nonresident alien, foreign corporation, or amounts paid to joint owners and the taxWithholding Tax (Section 1446), and
other QIE receiving the distribution. withheld on those payments.Form 8805, Foreign Partner’s Information

A distribution by a QIE to a Statement of Section 1446 Withholding Payments to a qualified intermediary,
nonresident alien or foreign corporation Tax. withholding foreign partnership, or
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withholding foreign trust. A U.S. Form 1042-S, even though you are • The recipient of the substitute dividend
withholding agent that makes payments paying that income to a QI. is a QSL, and
to a QI (whether or not the QI assumes • With respect to the substitute dividendYou also may be required under theprimary withholding responsibility), a it receives from the withholding agent, thepresumption rules to treat a paymentwithholding foreign partnership (WP), or a QSL states that it will withhold and remitmade to a QI as made to a payee that is awithholding foreign trust (WT) generally or pay the proper amount of U.S.U.S. non-exempt recipient from which youshould complete Forms 1042-S treating gross-basis tax. Use exemption code 10.must withhold 28% of the payment underthe QI, WP, or WT as the recipient. If the QSL is also a QI with primarythe backup withholding provisions of theHowever, see Payments allocated, or withholding responsibility, use exemptionCode. In this case, you must report thepresumed made, to U.S. non-exempt code 10 and not exemption code 06.payment on the appropriate Form 1099.recipients on this page for exceptions. See the General Instructions for Certain Amounts paid to certain U.S.The U.S. withholding agent must Information Returns (Forms 1097, 1098, branches.  A U.S. withholding agentcomplete a separate Form 1042-S for 1099, 3921, 3922, 5498, and W-2G). making a payment to a “U.S. brancheach withholding rate pool of the QI, WP,

treated as a U.S. person” (defined onExample 1.  WA, a U.S. withholdingor WT. For this purpose, a withholding
page 4) completes Form 1042-S asagent, makes a payment of U.S. sourcerate pool is a payment of a single type of
follows:dividends to QI, a qualified intermediary.income, determined in accordance with • If a withholding agent makes aQI provides WA with a valid Formthe income codes used to file Form
payment to a U.S. branch that hasW-8IMY with which it associates a1042-S, that is subject to a single rate of
provided the withholding agent with awithholding statement that allocates 95%withholding. A QI that does not assume
Form W-8IMY that evidences itsof the payment to a 15% withholding rateprimary withholding responsibility
agreement with the withholding agent topool and 5% of the payment to C, a U.S.provides information regarding the
be treated as a U.S. person, the U.S.individual. QI provides WA with C’s Formproportions of income subject to a
withholding agent treats the U.S. branchW-9. WA must complete a Form 1042-S,particular withholding rate to the
as the recipient.showing QI as the recipient in box 13awithholding agent on a withholding • If a withholding agent makes aand recipient code 12 (qualifiedstatement associated with Form W-8IMY.
payment to a U.S. branch that hasintermediary) in box 13b, for the dividendsA U.S. withholding agent making a
provided a Form W-8IMY to transmitallocated to the 15% withholding ratepayment to a QI, WP, or WT must use
information regarding recipients, the U.S.pool. WA also must complete a Formrecipient code 12 (qualified intermediary)
withholding agent must complete a1099-DIV reporting the portion of theor 04 (withholding foreign partnership or
separate Form 1042-S for each recipientdividend allocated to C.withholding foreign trust). A U.S.
whose documentation is associated withwithholding agent must not use recipient Example 2.  WA, a withholding agent, the U.S. branch’s Form W-8IMY. If acode 13 (private arrangement makes a payment of U.S. source payment cannot be reliably associatedintermediary withholding rate dividends to QI, a qualified intermediary. with recipient documentation, the U.S.pool—general), 14 (private arrangement QI provides WA with a valid Form withholding agent must complete Formintermediary withholding rate W-8IMY with which it associates a 1042-S in accordance with thepool—exempt organizations), 15 withholding statement that allocates 40% presumption rules.(qualified intermediary withholding rate of the payment to a 15% withholding rate • If a withholding agent cannot reliablypool—general), or 16 (qualified pool and 40% to a 30% withholding rate associate a payment with a Form W-8IMYintermediary withholding rate pool. QI does not provide any withholding from a U.S. branch, the payment must bepool—exempt organizations). Use of an rate pool information regarding the reported on a single Form 1042-S treatinginappropriate recipient code may cause a remaining 20% of the payment. WA must the U.S. branch as the recipient andnotice to be generated. apply the presumption rules to the portion reporting the income as effectively

of the payment (20%) that has not been connected income.A QI, WP, or WT is required to act
allocated. Under the presumption rules,in such capacity only for The rules above apply only to U.S.that portion of the payment is treated asdesignated accounts. Therefore,CAUTION

!
branches treated as U.S. personspaid to an unknown foreign payee. WAsuch an entity also may provide a Form (defined on page 4). In all othermust complete three Forms 1042-S: one CAUTION

!
W-8IMY in which it certifies that it is cases, payments to a U.S. branch of afor dividends subject to 15% withholding,acting as an NQI or flow-through entity for foreign person are treated as payments toshowing QI as the recipient in box 13aother accounts. A U.S. withholding agent the foreign person.and recipient code 12 (qualifiedthat receives a Form W-8IMY on which

intermediary) in box 13b; one for Amounts paid to authorized foreignthe foreign person providing the form
dividends subject to 30% withholding, agents.  If a U.S. withholding agentindicates that it is not acting as a QI, WP,
showing QI as the recipient in box 13a makes a payment to an authorizedor WT may not treat the foreign person as
and recipient code 12 (qualified foreign agent (defined on page 2), thea recipient. A withholding agent must not
intermediary) in box 13b; and one for withholding agent files Forms 1042-S foruse the EIN that a QI, WP, or WT
dividends subject to 30% withholding, each type of income (determined byprovides in its capacity as such to report
showing QI as the recipient in box 13a reference to the income codes used topayments that are treated as made to an
and recipient code 20 (unknown recipient) complete Form 1042-S) treating theentity in its capacity as an NQI or
in box 13b. authorized foreign agent as the recipient,flow-through entity. In that case, use the

provided that the authorized foreign agentAmounts paid to qualified securitiesEIN, if any, that is provided by the entity
reports the payments on Forms 1042-S tolenders. A withholding agent that makeson its Form W-8IMY in which it claims that
each recipient to which it makespayments of substitute dividends to ait is acting as an NQI or flow-through
payments. If the authorized foreign agentqualified securities lender (QSL) shouldentity.
fails to report the amounts paid on Formscomplete Form 1042-S treating the QSLPayments allocated, or presumed 1042-S for each recipient, the U.S.as the recipient. Use income code 34.made, to U.S. non-exempt recipients. withholding agent remains responsible forUse recipient code 21 or 22.You may be given Forms W-9 or other such reporting.

information regarding U.S. non-exempt The withholding agent is not required
In box 13b, use recipient code 17recipients from a QI together with to withhold on a substitute dividend

(authorized foreign agent).information allocating all or a portion of payment that is part of a series of
the payment to U.S. non-exempt dividend equivalent payments if it Amounts paid to a complex trust or an
recipients. You must report income receives, at least annually, a certificate estate.  If a U.S. withholding agent
allocable to a U.S. non-exempt recipient from the QSL that includes a statement makes a payment to a foreign complex
on the appropriate Form 1099 and not on with the following information. trust or a foreign estate, a Form 1042-S
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Amounts paid to a nonqualifiedmust be completed showing the complex recipient for which it has allocation
intermediary or flow-through entity. Iftrust or estate as the recipient. Use information and report the unallocated
a U.S. withholding agent makes arecipient code 05 (trust) or 10 (estate). portion of the payment on a Form 1042-S
payment to an NQI or a flow-throughSee Payments Made to Persons Who Are issued to “Unknown Recipient.” In either
entity, it must complete a separate FormNot Recipients beginning on page 8 for case, the withholding agent must include
1042-S for each recipient on whosethe treatment of payments made to the NQI information in boxes 17 through
behalf the NQI or flow-through entity actsforeign simple trusts and foreign grantor 20 on that form. See Example 6 and
as indicated by its withholding statementtrusts. Example 7 on page 9.
and the documentation associated with its The following examples illustrate FormDual claims.  A U.S. withholding agent Form W-8IMY. If a payment is made 1042-S reporting for payments made tomay make a payment to a foreign entity through tiers of NQIs or flow-through NQIs and flow-through entities.(for example, a hybrid entity) that is entities, the withholding agent mustsimultaneously claiming a reduced rate of Example 1. NQI, a nonqualifiednevertheless complete Form 1042-S fortax on its own behalf for a portion of the intermediary, has three account holders,the recipients to which the payments arepayment and a reduced rate on behalf of A, B, and QI. All three account holdersremitted. A withholding agent completingpersons in their capacity as interest invest in U.S. securities that produceForm 1042-S for a recipient that receivesholders in that entity on the remaining interest and dividends. A and B area payment through an NQI or aportion. If the claims are consistent and foreign individuals and have provided NQIflow-through entity must include in boxesthe withholding agent has accepted the with Forms W-8BEN. QI is a qualified17 through 20 of Form 1042-S the name,multiple claims, a separate Form 1042-S intermediary and has provided NQI with acountry code, address, and TIN, if any, ofmust be filed for the entity for those Form W-8IMY and the withholdingthe NQI or flow-through entity from whompayments for which the entity is treated statement required from a qualifiedthe recipient directly receives theas claiming a reduced rate of withholding intermediary. QI’s withholding statementpayment. A copy of the Form 1042-Sand separate Forms 1042-S must be filed states that QI has two withholding rateneed not be provided to the NQI orfor each of the interest holders for those pools: one for interest described byflow-through entity unless the withholdingpayments for which the interest holders income code 01 (interest paid by U.S.agent must report the payment to anare claiming a reduced rate of obligors—general) and one for dividendsunknown recipient. See Example 4 onwithholding. If the claims are consistent described by income code 06 (dividendspage 9.but the withholding agent has not chosen paid by U.S. corporations—general). NQI

to accept the multiple claims, or if the If a U.S. withholding agent makes provides WA, a U.S. withholding agent,
claims are inconsistent, a separate Form payments to an NQI or flow-through entity with its own Form W-8IMY, with which it
1042-S must be filed for the person(s) and cannot reliably associate the associates the Forms W-8BEN of A and B
being treated as the recipient(s). payment, or any portion of the payment, and the Form W-8IMY of QI. In addition,

with a valid withholding certificate (Forms NQI provides WA with a completeSpecial instructions for U.S. trusts and
W-8 or W-9) or other valid appropriate withholding statement that allocates theestates. Report the entire amount of
documentation from a recipient (either payments of interest and dividends WAincome subject to reporting, regardless of
because a recipient withholding certificate makes to NQI among A, B, and QI. All ofestimates of distributable net income.
has not been provided or because the the interest and dividends paid by WA to
NQI or flow-through entity has failed toPayments Made to Persons NQI are described by income code 01
provide the information required on aWho Are Not Recipients (interest paid by U.S. obligors—general)
withholding statement), the withholding and income code 06 (dividends paid byDisregarded entities. If a U.S. agent must follow the appropriate U.S. corporations—general). WA mustwithholding agent makes a payment to a presumption rules for that payment. If, file a total of six Forms 1042-S: twodisregarded entity but receives a valid under the presumption rules, an unknown Forms 1042-S (one for interest and oneForm W-8BEN or W-8ECI from a foreign recipient of the income is presumed to be for dividends) showing A as the recipient,person that is the single owner of the foreign, the withholding agent must two Forms 1042-S (one for interest anddisregarded entity, the withholding agent withhold 30% of the payment and report one for dividends) showing B as themust file a Form 1042-S in the name of the payment on Form 1042-S. For this recipient, and two Forms 1042-S (one forthe foreign single owner. The taxpayer purpose, if the allocation information interest and one for dividends) showingidentifying number (TIN) on the Form provided to the withholding agent QI as the recipient. WA must show1042-S, if required, must be the foreign indicates an allocation of more than 100% information relating to NQI in boxes 17single owner’s TIN. of the payment, then no portion of the through 20 on all six Forms 1042-S.
payment should be considered to beExample.  A withholding agent (WA) Example 2. The facts are the sameassociated with a Form W-8, Form W-9,makes a payment of interest to LLC, a as in Example 1, except that A and B areor other appropriate documentation. Theforeign limited liability company. LLC is account holders of NQI2, which is anForm 1042-S should be completed bywholly-owned by FC, a foreign account holder of NQI. NQI2 providesentering “Unknown Recipient” in box 13acorporation. LLC is treated as a NQI with a Form W-8IMY with which itand recipient code 20 in box 13b.disregarded entity. WA has a Form associates the Forms W-8BEN of A and BW-8BEN from FC on which it states that it Pro-rata reporting.  If the withholding and a complete withholding statementis the beneficial owner of the income paid agent has agreed that an NQI may that allocates the interest and dividendto LLC. WA reports the interest payment provide information allocating a payment payments it receives from NQI to A andon Form 1042-S showing FC as the to its account holders under the B. NQI provides WA with its Formrecipient. The result would be the same if alternative procedure of Regulations W-8IMY and the Forms W-8IMY of NQI2LLC was a domestic entity. section 1.1441-1(e)(3)(iv)(D) (no later and QI and the Forms W-8BEN of A and

A disregarded entity can claim to be than February 14, 2012) and the NQI fails B. In addition, NQI associates a complete
the beneficial owner of a payment if it is a to allocate more than 10% of the payment withholding statement with its Form
hybrid entity claiming treaty benefits. See in a withholding rate pool to the specific W-8IMY that allocates the payments of
Form W-8BEN and its instructions for recipients in the pool, the withholding interest and dividends to A, B, and QI.
more information. If a disregarded entity agent must file Forms 1042-S for each WA must file six Forms 1042-S: two
claims on a valid Form W-8BEN to be the recipient in the pool on a pro-rata basis. Forms 1042-S (one for interest and one
beneficial owner, the U.S. withholding If, however, the NQI fails to timely for dividends) showing A as the recipient,
agent must complete a Form 1042-S allocate 10% or less of the payment in a two Forms 1042-S (one for interest and
treating the disregarded entity as a withholding rate pool to the specific one for dividends) showing B as the
recipient and use recipient code 02 recipients in the pool, the withholding recipient, and two Forms 1042-S (one for
(corporation). agent must file Forms 1042-S for each interest and one for dividends) showing
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QI as the recipient. The Forms 1042-S provides the Forms W-8BEN of A and B, payment to D. Because NQI has allocated
issued to A and B must show information but not the Forms W-8BEN of C and D. 90% of the payment made to the 0%
relating to NQI2 in boxes 17 through 20 NQI also provides a withholding withholding rate pool, WA is not required
because A and B receive their payments statement that allocates a portion of the to report to NQI’s account holders on a
directly from NQI2, not NQI. The Forms interest payment to A and B but does not pro-rata basis. Instead, WA must file
1042-S issued to QI must show allocate the remaining portion of the Forms 1042-S for A, B, and C, entering
information relating to NQI in boxes 17 payment. WA must file three Forms $70, $10, and $10, respectively, in box 2
through 20. 1042-S: one showing A as the recipient in (gross income), “00.00” in box 5 (tax

box 13a, one showing B as the recipient rate), exemption code 05 (portfolioExample 3.  FP is a nonwithholding
in box 13a, and one showing “Unknown interest) in box 6, $0 in box 7 (federal taxforeign partnership and therefore a
Recipient” in box 13a (and recipient code withheld), and $0 in box 9 (totalflow-through entity. FP establishes an
20 in box 13b) for the unallocated portion withholding credit). WA must apply theaccount with WA, a U.S. withholding
of the payment that cannot be associated presumption rules to the $10 that NQI hasagent, from which FP receives interest
with valid documentation from a recipient. not allocated and file a Form 1042-Sdescribed by income code 01 (interest
In addition, WA must send the Form showing “Unknown Recipient” in box 13apaid by U.S. obligors—general). FP has
1042-S for the unknown recipient to NQI. and recipient code 20 in box 13b. On thatthree partners, A, B, and C, all of whom
All Forms 1042-S must contain Form 1042-S, WA also must enter “30.00”are individuals. FP provides WA with a
information relating to NQI in boxes 17 in box 5 (tax rate) because the portfolioForm W-8IMY with which it associates the
through 20. The results would be the interest exemption is unavailable, $0 inForms W-8BEN from each of A, B, and C.
same if WA’s account holder was a box 7 (federal tax withheld), and $0 in boxIn addition, FP provides a complete
flow-through entity instead of a 9 (total withholding credit) because nowithholding statement with its Form
nonqualified intermediary. amounts actually were withheld from theW-8IMY that allocates the interest

interest. In addition, WA must send thepayments among A, B, and C. WA must Example 6. NQI is a nonqualified Form 1042-S for the unknown recipient tofile three Forms 1042-S, one each for A, intermediary. It has four customers: A, B, NQI. All Forms 1042-S must containB, and C. The Forms 1042-S must show C, and D. NQI receives Forms W-8BEN information relating to NQI in boxes 17information relating to FP in boxes 17 from each of A, B, C, and D. NQI through 20.through 20. establishes an account with WA, a U.S.
Payments allocated, or presumedwithholding agent, in which it holdsExample 4. NQI is a nonqualified made, to U.S. non-exempt recipients.securities on behalf of A, B, C, and D.intermediary. It has four customers: A, B, You may be given Forms W-9 or otherThe securities pay interest that isC, and D. NQI receives Forms W-8BEN information regarding U.S. non-exemptdescribed by income code 01 (interestfrom each of A, B, C, and D. NQI recipients from an NQI or flow-throughpaid by U.S. obligors—general) and thatestablishes an account with WA, a U.S. entity together with information allocatingmay qualify for the portfolio interestwithholding agent, in which it holds all or a portion of the payment to U.S.exemption from withholding if all of thesecurities on behalf of A, B, C, and D. non-exempt recipients. You must reportrequirements for that exception are met.The securities pay interest that is income allocable to a U.S. non-exemptNQI provides WA with a Form W-8IMYdescribed by income code 01 (interest recipient on the appropriate Form 1099with which it associates the Formspaid by U.S. obligors—general) and that and not on Form 1042-S, even thoughW-8BEN of A, B, C, and D. WA and NQImay qualify for the portfolio interest you are paying that income to an NQI or aagree that they will apply the alternativeexemption from withholding if all of the flow-through entity.procedures of Regulations sectionrequirements for that exception are met.

1.1441-1(e)(3)(iv)(D). Accordingly, NQI You also may be required under theNQI provides WA with a Form W-8IMY
provides a complete withholding presumption rules to treat a paymentwith which it associates the Forms
statement that indicates that it has one made to an NQI or flow-through entity asW-8BEN of A, B, C, and D. However, NQI
0% withholding rate pool. WA pays $100 made to a payee that is a U.S.does not provide WA with a complete
of interest to NQI. NQI fails to provide WA non-exempt recipient from which youwithholding statement in association with
with the allocation information by must withhold 28% of the payment underits Form W-8IMY. Because NQI has not
February 14, 2012. Therefore, WA must the backup withholding provisions of theprovided WA with a complete withholding
report 25% of the payment to each of A, Code. In this case, you must report thestatement, WA cannot reliably associate
B, C, and D using pro-rata basis payment on the appropriate Form 1099.the payments of interest with the
reporting. Accordingly, for each of the See the General Instructions for Certaindocumentation of A, B, C, and D, and
Forms 1042-S, WA must enter $25 in box Information Returns (Forms 1097, 1098,must apply the presumption rules. Under
2 (gross income),“30.00” in box 5 (tax 1099, 3921, 3922, 5498, and W-2G).the presumption rules, WA must treat the
rate), $0 in box 7 (federal tax withheld),interest as paid to an unknown recipient Example 1.  FP is a nonwithholding
and $0 in box 9 (total withholding credit).that is a foreign person. The payments of foreign partnership and therefore a
In addition, WA must check theinterest are subject to 30% withholding. flow-through entity. FP establishes an
PRO-RATA BASIS REPORTING box atWA must complete one Form 1042-S, account with WA, a U.S. withholding
the top of the form and include NQI’sentering “Unknown Recipient” in box 13a agent, from which FP receives interest
name, address, country code, and TIN, ifand recipient code 20 in box 13b. WA described by income code 01 (interest
any, in boxes 17 through 20. WA mustmust include information relating to NQI in paid by U.S. obligors—general). FP has
enter “30.00” in box 5 (tax rate) becauseboxes 17 through 20 and must provide three partners, A, B, and C, all of whom
without allocation information, WA cannotthe recipient copies of the form to NQI. are individuals. FP provides WA with a
reliably associate the payment of interestBecause NQI has failed to provide all the Form W-8IMY with which it associates
with documentation from a foreigninformation necessary for WA to Forms W-8BEN from A and B and a Form
beneficial owner and therefore may notaccurately report the payments of interest W-9 from C, a U.S. person. In addition,
apply the portfolio interest exception. Seeto A, B, C, and D, NQI must report the FP provides a complete withholding
the instructions for box 6 (exemptionpayments on Form 1042-S. See Amounts statement in association with its Form
code) on page 15 for information onPaid by Nonqualified Intermediaries and W-8IMY that allocates the interest
completing that box.Flow-Through Entities beginning on page payments among A, B, and C. WA must

11. The results would be the same if file two Forms 1042-S, one each for AExample 7.  The facts are the same
WA’s account holder was a flow-through and B, and a Form 1099-INT for C.as in Example 6, except that NQI timely
entity instead of a nonqualified provides WA with information allocating Example 2. The facts are the same
intermediary. 70% of the payment to A, 10% of the as in Example 1, except that FP does not

Example 5. The facts are the same payment to B, and 10% of the payment to provide any documentation from its
as in Example 4, except that NQI C. NQI fails to allocate any of the partners. Because WA cannot reliably
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associate the interest with documentation organization that has tax-exempt status in PAI1 and PAI2 must contain the name
from a payee, it must apply the the United States and in the country in and address of PAI1 or PAI2 and
presumption rules. Under the which it is located. QI must file three recipient code 13 (private arrangement
presumption rules, the interest is deemed Forms 1042-S. Two of the Forms 1042-S intermediary withholding rate
paid to an unknown U.S. non-exempt will contain the same information as in pool—general) in boxes 13a through 13e.
recipient. WA must, therefore, apply Example 1. The third Form 1042-S will Amounts Paid tobackup withholding at 28% to the contain information for the withholding

Certain Related Partnershipspayment of interest and report the rate pool consisting of the amounts paid
and Trustspayment on Form 1099-INT. WA must file to Y. This Form 1042-S will show income

a Form 1099-INT and send a copy to FP. code 06 (dividends paid by U.S. A QI that is applying the rules of Section
corporations—general) in box 1, “00.00” 4A.02 of the QI agreement to a
in box 5 (tax rate), exemption code 02 partnership or trust must file separateAmounts Paid by
(exempt under an Internal Revenue Code Forms 1042-S reflecting reporting poolsQualified Intermediaries section (income other than portfolio for each partnership or trust that has
interest)) in box 6, “Zero rate withholding provided reporting pool information in itsIn general. A QI reports payments on
pool—exempt organizations,” or similar withholding statement. However, the QIForm 1042-S in the same manner as a
designation, in box 13a (recipient’s must file separate Forms 1042-S forU.S. withholding agent. However,
name), and recipient code 16 (qualified partners, beneficiaries, or owners of suchpayments that are made by the QI directly
intermediary withholding rate partnership or trust that are indirectto foreign beneficial owners (or that are
pool—exempt organizations) in box 13b. partners, beneficiaries, or owners, and fortreated as paid directly to beneficial

direct partners, beneficiaries, or owners ofowners) may generally be reported on the Under the terms of its withholding such partnership or trust that arebasis of reporting pools. A reporting pool agreement with the IRS, the QI intermediaries or flow-through entities.consists of income that falls within a may be required to report theCAUTION
!

particular withholding rate and within a amounts paid to U.S. non-exempt Recipient-by-Recipient
particular income code, exemption code, recipients on Form 1099 using the name, Reportingor recipient code as determined on Form address, and TIN of the payee to the If a QI is not permitted to report on the1042-S. A QI may not report on the basis extent those items of information are basis of reporting pools, it must follow theof reporting pools in the circumstances known. These amounts must not be same rules that apply to a U.S.described in Recipient-by-Recipient reported on Form 1042-S. In addition, withholding agent. A QI may not reportReporting on this page. A QI may use a amounts paid to U.S. exempt recipients the following payments on a reportingsingle recipient code 15 (qualified are not subject to reporting on Form pool basis, but rather must completeintermediary withholding rate 1042-S or Form 1099. Form 1042-S for each appropriatepool—general) for all reporting pools,

recipient.except for amounts paid to foreign Amounts Paid to Private
tax-exempt recipients for which recipient Payments made to another QI, WP, orArrangement Intermediaries
code 16 should be used. Note, however, WT. The QI must complete a FormA QI generally must report paymentsthat a QI should only use recipient code 1042-S treating the other QI, QSL, WP, ormade to each private arrangement16 for pooled account holders that have WT as the recipient.intermediary (PAI) (defined on page 3) asclaimed an exemption based on their Payments made to an NQI (includingif the PAI’s direct account holders were itstax-exempt status and not some other an NQI that is an account holder of aown. Therefore, if the payment is madeexemption (tax treaty or other Code PAI). The QI must complete a Formdirectly by the PAI to the recipient, the QIexception). See Amounts Paid to Private 1042-S for each recipient who receivesmay report the payment on a pooledArrangement Intermediaries on this page the payment from the NQI. A QI that isbasis. A separate Form 1042-S isif a QI is reporting payments to a PAI. completing Form 1042-S for a recipientrequired for each withholding rate pool of

that receives a payment through an NQIExample 1. QI, a qualified each PAI. However, the QI must include
must include in boxes 17 through 20 theintermediary, has four direct account the name and address of the PAI and use
name, country code, address, and TIN, ifholders, A and B, foreign individuals, and recipient code 13 or 14 in boxes 13a
any, of the NQI from whom the recipientX and Y, foreign corporations. A and X through 13e. If the PAI is providing
directly receives the payment.are residents of a country with which the recipient information from an NQI or

United States has an income tax treaty flow-through entity, the QI may not report Example. QI, a qualified
and have provided documentation that the payments on a pooled basis. Instead, intermediary, has NQI, a nonqualified
establishes that they are entitled to a it must follow the same procedures as a intermediary, as an account holder. NQI
lower treaty rate of 15% on withholding of U.S. withholding agent making a payment has two account holders, A and B, both
dividends from U.S. sources. B and Y are to an NQI or flow-through entity. foreign persons who receive U.S. source
not residents of a treaty country and are dividends from QI. NQI provides QI with aExample.  QI, a qualified
subject to 30% withholding on dividends. valid Form W-8IMY, with which itintermediary, pays U.S. source dividends
QI receives U.S. source dividends on associates Forms W-8BEN from A and Bto direct account holders that are foreign
behalf of its four customers. QI must file and a complete withholding statementpersons and beneficial owners. It also
one Form 1042-S for the 15% withholding that allocates the dividends paid to NQIpays a portion of the U.S. source
rate pool. This Form 1042-S must show between A and B. QI must complete twodividends to two private arrangement
income code 06 (dividends paid by U.S. Forms 1042-S, one for A and one for B,intermediaries, PAI1 and PAI2. The
corporations—general) in box 1, “15.00” and include information relating to NQI inprivate arrangement intermediaries pay
in box 5 (tax rate), “Withholding rate pool” boxes 17 through 20.the dividends they receive from QI to
in box 13a (recipient’s name), and foreign persons that are beneficial owners Payments made to a flow-through
recipient code 15 (qualified intermediary and direct account holders in PAI1 and entity. The QI must complete a Form
withholding rate pool—general) in box PAI2. All of the dividends paid are subject 1042-S for each recipient who receives
13b. QI also must file one Form 1042-S to a 15% rate of withholding. QI must file the payment from the flow-through entity.
for the 30% withholding rate pool that a Form 1042-S for the dividends paid to A QI that is completing a Form 1042-S for
contains the same information as the its own direct account holders that are a recipient that receives a payment
Form 1042-S filed for the 15% withholding beneficial owners. QI also must file two through a flow-through entity must include
rate pool, except that it will show “30.00” Forms 1042-S, one for the dividends paid in boxes 17 through 20 the name, country
in box 5 (tax rate). to the direct account holders of each of code, address, and TIN, if any, of the

Example 2. The facts are the same PAI1 and PAI2. Each of the Forms flow-through entity from which the
as in Example 1, except that Y is an 1042-S that QI files for payments made to recipient directly receives the payment.
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Example.  QI, a qualified interest allocable to A and the $25 ofAmounts Paid 
intermediary, has FP, a nonwithholding interest allocable to B as portfolio interest

by Nonqualifiedforeign partnership, as an account holder. and completes a Form 1042-S for A and
QI pays interest described by income for B as the recipients. WA includesIntermediaries and
code 01 (interest paid by U.S. information relating to NQI in boxes 17
obligors—general) to FP. FP has three Flow-Through Entities through 20 on the Forms 1042-S for A
partners, A, B, and C, all of whom are and B. WA subjects the remaining $50 ofAn NQI and a flow-through entity are
individuals. FP provides QI with a Form interest to 30% withholding under thewithholding agents and must file Forms
W-8IMY with which it associates the presumption rules and reports the interest1042-S for amounts paid to recipients.
Forms W-8BEN from each of A, B, and C. on a Form 1042-S by entering “UnknownHowever, an NQI or flow-through entity is
In addition, FP provides a complete Recipient” in box 13a (and recipient codenot required to file Form 1042-S if it is not
withholding statement in association with 20 in box 13b), “30.00” in box 5 (tax rate),required to file Form 1042-S under the
its Form W-8IMY that allocates the and $15 as the amount withheld in box 7Multiple Withholding Agent Rule on page
interest payments among A, B, and C. QI and box 9. WA also includes information12. An NQI or flow-through entity must
must file three Forms 1042-S, one each relating to NQI in boxes 17 through 20 ofreport payments made to recipients to the
for A, B, and C. The Forms 1042-S must the Form 1042-S and sends a copy of theextent it has failed to provide to another
show information relating to FP in boxes form to NQI. Because NQI has notwithholding agent the appropriate
17 through 20. provided WA with beneficial ownerdocumentation and complete withholding

information for C and D, NQI must reportstatement, including information allocating
the interest paid to C and D on Formsthe payment to each recipient.Amounts Paid by 
1042-S. (Note that under the multipleWithholding Foreign If another withholding agent withheld withholding agent rule, NQI is notPartnerships and Trusts tax but did not report the payment on required to file a Form 1042-S for A or B.)

Form 1042-S to the recipient, even if the The Forms 1042-S for C and D shouldIn general. Generally, a withholding
recipient should have been exempt from show $25 in box 2 (gross income) andforeign partnership (WP) or withholding
taxation, the NQI or flow-through entity $7.50 in boxes 7 and 9. The rate of taxforeign trust (WT) is required to file a
must file Form 1042-S. Failure to file NQI includes on the Form 1042-S for Cseparate Form 1042-S for each direct
Forms 1042-S may not only result in and D depends on the rate of withholdingpartner, beneficiary, or owner to whom
penalties for the NQI or flow-through to which they should be subject. Thus, ifthe WP or WT distributes, or in whose
entity, but may result in the denial of any C and D provided NQI withdistributive share is included, an amount
refund claim made by a recipient. documentation prior to the payment ofsubject to withholding under Chapter 3 of

interest that would qualify the interest asthe Code, in the same manner as a U.S. If another withholding agent has
portfolio interest, the rate entered in box 5withholding agent. However, if the WP or withheld tax on an amount that should
should be “00.00.” If they do not qualifyWT has made a pooled reporting election have been exempt (for example, where
for a reduced rate of withholding, NQIin its WP or WT agreement, the WP or the withholding agent applied the
should enter “30.00” in box 5. In anyWT may instead report payments to such presumption rules because it did not
event, NQI also must enter “99” in box 6direct partners, beneficiaries, or owners receive proper documentation or other
(exemption code) of the Forms 1042-S iton the basis of reporting pools and file a required information from the NQI or
prepares for C and D. See theseparate Form 1042-S for each reporting flow-through entity), the NQI or
instructions for box 6 on page 15.pool. A reporting pool consists of income flow-through entity should report the

that falls within a particular withholding correct tax rate and the combined amount
rate and within a particular income code, Example 2. A U.S. withholding agentof U.S. federal tax withheld by the NQI or
exemption code, and recipient code, as (WA) makes a $100 dividend payment toflow-through entity and any other
determined on Form 1042-S. A WP or WT a foreign bank (NQI) that acts as awithholding agent and should enter the
may use a single recipient code 15 nonqualified intermediary. NQI receivesapplicable exemption code using the
(qualified intermediary withholding rate the payment on behalf of A, a resident ofinstructions for box 6 on page 15.
pool—general) for all reporting pools, a treaty country who is entitled to a 15%

If another withholding agentexcept for amounts paid to foreign rate of withholding, and B, a resident of a
underwithholds, even though it receivedtax-exempt recipients for which a country that does not have a tax treaty
proper documentation from the NQI orseparate recipient code 16 must be used. with the United States and who is subject
flow-through entity, the NQI orFor this purpose, a foreign tax-exempt to 30% withholding. NQI provides WA
flow-through entity must withholdrecipient includes any organization that is with its Form W-8IMY to which it
additional amounts to bring the totalnot subject to withholding and is not liable associates the Forms W-8BEN from both
withholding to the correct amount.to tax in its country of residence because A and B and a complete withholding
Furthermore, the NQI or flow-throughit is a charitable organization, pension statement that allocates 50% of the
entity must complete Form 1042-S andfund, or foreign government. dividend to A and 50% to B. A’s Form
must include the correct tax rate and the W-8BEN claims a 15% treaty rate of
combined amount of U.S. federal taxAmounts paid to certain related withholding. B’s Form W-8BEN does not
withheld by the NQI or flow-through entity.partnerships and trusts. A WP or WT claim a reduced rate of withholding. WA,

that is applying the rules of Section 10.02 Example 1. A foreign bank acts as a however, mistakenly withholds only 15%,
of the WP or WT agreement to a nonqualified intermediary (NQI) for four $15, from the entire $100 payment. WA
partnership or trust must file separate different foreign persons (A, B, C, and D) completes a Form 1042-S for each A and
Forms 1042-S reflecting reporting pools who own securities from which they B as the recipients, showing on each form
for each partnership or trust that has receive interest. The interest is paid by a $50 of dividends in box 2, a withholding
provided reporting pool information in its U.S. withholding agent (WA) as custodian rate of “15.00” in box 5 (tax rate), and
withholding statement. However, the WP of the securities for NQI. A, B, C, and D $7.50 as the amount withheld in boxes 7
or WT must apply the provisions of each own a 25% interest in the securities. and 9. Under the multiple withholding
Regulations sections 1.1441-1 and NQI has furnished WA a Form W-8IMY to agent rule, NQI is not required to file a
1.1441-5 to partners, beneficiaries, or which it has attached Forms W-8BEN Form 1042-S for A. However, because
owners of such partnership or trust that from A and B. NQI’s Form W-8IMY NQI knows (or should know) that B is
are indirect partners, beneficiaries, or contains an attachment stating that 25% subject to a 30% rate of withholding, and
owners, and to direct partners, of the securities are allocable to each of A assuming it knows that WA only withheld
beneficiaries, or owners of such and B, and 50% to undocumented 15%, the multiple withholding agent rule
partnership or trust that are intermediaries owners. WA pays $100 of interest during does not apply to the dividend paid to B,
or flow-through entities. the calendar year. WA treats the $25 of and NQI must withhold an additional 15%
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from the payment to B. NQI then must file report that payment as made to the QI, cannot show reasonable cause, a penalty
a Form 1042-S for B showing $50 of QSL, WP, or WT. of $100 may be imposed for each failure
dividends in box 2, “30.00” in box 5 (the • Any U.S. withholding agent making a to furnish Form 1042-S to the recipient
correct tax rate), and $7.50 withheld by payment to an authorized foreign agent when due. The penalty also may be
NQI in box 7, $7.50 withheld by WA in must report that payment to the imposed for failure to include all required
box 8, and $15 in box 9 (the combined authorized foreign agent. information or for furnishing incorrect
amount withheld). NQI also must enter • Any withholding agent making a information on Form 1042-S. The
“00” in box 6 (exemption code). See the payment to a U.S. branch treated as a maximum penalty is $1,500,000 for all
instructions for box 6 on page 15. U.S. person must report the payment as failures to furnish correct recipient

made to that branch. statements during a calendar year. If you
Example 3. A withholding agent (WA) • Any withholding agent making a intentionally disregard the requirement to

receives a Form W-8IMY from a payment to a flow-through entity must report correct information, each $100
nonqualified intermediary (NQI). NQI’s report the payment as made to a penalty is increased to $250 or, if greater,
Form W-8IMY relates to payments of beneficial owner, QI, WP, or WT that has 10% of the total amount of items required
bank deposit interest. NQI collects the a direct or indirect interest in that entity. to be reported, with no maximum penalty.
bank deposit interest on behalf of A, B, C, • Any withholding agent that withholds an Failure to file electronically. If you areand D, but does not associate Forms amount from a payment under Chapter 3 required to file electronically but fail to doW-8, W-9, or other documentary evidence of the Code must report that amount to so, and you do not have an approvedwith the Form W-8IMY that NQI provides the recipient from whom it was withheld, waiver on record, you may be subject to aWA. A, B, and C are foreign persons for unless the payment is reportable on $50 penalty per return unless youwhom NQI has valid documentation another IRS form. establish reasonable cause. The penaltyestablishing their foreign status. D is a

Furthermore, the multiple withholding applies separately to original returns andU.S. person and has provided NQI with a
agent rule does not relieve the following amended returns. The maximum penaltyForm W-9. Under the presumption rules,
from Form 1042-S reporting is $100,000.WA must treat the bank deposit interest
responsibility.as being paid to an unknown U.S. person • Any QI, WP, or WT required to report Avoid Common Errorsand apply backup withholding at 28%.
an amount to a withholding rate pool.WA must complete one Form 1099 for an To ensure that your Forms 1042-S can be• An NQI or flow-through entity that hasunknown payee showing 28% backup correctly processed, be sure that you:not transmitted a valid Form W-8 or otherwithholding. A copy of the form must be • Carefully read the information providedvalid documentation to anothersent to NQI. Because NQI failed to in Pub. 515 and these instructions.withholding agent together with theprovide the requisite documentation to • If you are an electronic filer, complyrequired withholding statement.WA and because the amounts have been with the requirements in Pub. 1187.

subject to withholding, NQI must report • Complete all required fields. At aPenaltiesthe amounts paid to A, B, C, and D. minimum, you must enter information in
The following penalties apply to theAccordingly, NQI must file a Form 1042-S boxes 1, 2, 5, 6, 7, 9, 11, 12a through
person required to file Form 1042-S. Thefor each A, B, and C showing deposit 12d, 13a, 13b, and 16. Other boxes must
penalties apply to both paper filers and tointerest (income code 29) as the type of be completed if the nature of the payment
electronic filers.payment in box 1; “00.00” in box 5 (the requires it.

correct tax rate); “0” in box 7 (the amount Late filing of correct Form 1042-S.  A Note. You may leave box 6 blank if youwithheld by NQI); the actual amount penalty may be imposed for failure to file are applying backup withholding to thewithheld by WA that is allocable to A, B, each correct and complete Form 1042-S payment being reported.and C in box 8; the total withheld (box 7 when due (including extensions), unless • Use only income, recipient, exemption,plus box 8) in box 9; and exemption code you can show that the failure was due to
and country codes specifically listed in99 in box 6. (See the instructions for box reasonable cause and not willful neglect.
these instructions.6 on page 15.) NQI also must file a Form The penalty, based on when you file a • Use only tax rates that are allowed by1099 for D to report the actual amounts correct Form 1042-S, is:
statute, regulation, or treaty. Do notpaid and withheld. • $30 per Form 1042-S if you correctly
attempt to “blend” rates. Instead, iffile within 30 days; maximum penalty
necessary, submit multiple Forms 1042-S$250,000 per year ($75,000 for a smallMultiple Withholding to show changes in tax rate. See thebusiness). A small business, for this
Valid Tax Rate Table on page 15.Agent Rule purpose, is defined as having average

annual gross receipts of $5 million or less All information you enter whenA withholding agent is not required to file
for the 3 most recent tax years (or for the reporting the payment must correctlyForm 1042-S if a return is filed by another
period of its existence, if shorter) ending reflect the intent of statute andwithholding agent reporting the same
before the calendar year in which the regulations. Generally, you should rely onamount to the same recipient (the multiple
Forms 1042-S are due. the withholding documentation you havewithholding agent rule). If an NQI or
• $60 per Form 1042-S if you correctly collected (Form W-8 series, Form 8233,flow-through entity has provided another
file more than 30 days after the due date etc.) to complete your Form 1042-Swithholding agent with the appropriate
but by August 1; maximum penalty submissions.documentation and complete withholding
$500,000 per year ($200,000 for a smallstatement, including information allocating Also note the following:
business).the payment to each recipient, the NQI or • The gross income you report in box 2• $100 per Form 1042-S if you file afterflow-through entity may presume that the cannot be zero.
August 1 or you do not file correct Formsother withholding agent filed the required • The income code you report in box 1
1042-S; maximum penalty $1,500,000 perForms 1042-S unless the NQI or must correctly reflect the type of income
year ($500,000 for a small business).flow-through entity knows, or has reason you pay to the recipient.

to know, that the required Form 1042-S If you intentionally disregard the • The withholding agent’s name,
reporting has not been done. requirement to report correct information, address, and EIN, QI-EIN, WP-EIN, or

the penalty per Form 1042-S is increased WT-EIN must be reported in boxes 11,The multiple withholding agent rule to $250 or, if greater, 10% of the total 12a, 12b, 12c, and 12d in all cases.does not relieve withholding agents from amount of items required to be reported, • The recipient’s name, recipient code,Form 1042-S reporting responsibility in with no maximum penalty. address, and TIN, if any, must bethe following circumstances.
Failure to furnish correct Form 1042-S reported in boxes 13 and 14. Generally,

• Any withholding agent making a to recipient.  If you fail to provide you must report a foreign address. See
payment to a QI, QSL, WP, or WT must correct statements to recipients and the instructions for box 13 on page 16. If
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you want, you can put the recipient’s status. Use recipient code 20 only if you Note. If you cannot identify the recipient,
account number in box 22. do not know who the recipient is. the tax withheld must be 30%.
• The recipient code you report in box • The recipient’s country code that you
13b must correctly identify the recipient’s report in box 16 must be present and

Income Codes, Exemption Codes, and Recipient Codes

Box 1. Enter the appropriate income code. Box 6. If the tax rate entered in box 5 is 00.00, generally you must enter the
appropriate exemption code from the list below (but see the Caution below).

Code Interest Income
01 Interest paid by U.S. obligors—general Code Authority for Exemption
02 Interest paid on real property mortgages
03 Interest paid to controlling foreign corporations 01 Income effectively connected with a U.S. trade or business
04 Interest paid by foreign corporations 02 Exempt under an Internal Revenue Code section (income other than

portfolio interest)
05 Interest on tax-free covenant bonds 03 Income is not from U.S. sources4

29 Deposit interest 04 Exempt under tax treaty
30 Original issue discount (OID) 05 Portfolio interest exempt under an Internal Revenue Code section
31 Short-term OID 06 Qualified intermediary that assumes primary withholding responsibility
33 Substitute payment—interest 07 Withholding foreign partnership or withholding foreign trust

08 U.S. branch treated as a U.S. person
Code Dividend Income 09 Qualified intermediary represents income is exempt
06 Dividends paid by U.S. corporations—general 10 Qualified securities lender that assumes primary withholding

responsibility for substitute dividends
07 Dividends qualifying for direct dividend rate
08 Dividends paid by foreign corporations
34 Substitute payment—dividends Caution: See the instructions for box 6 on page 15 for information on

additional codes (“00” and “99”) that may be required.
40 Other U.S.-source dividend equivalents under IRC section

871(m) (formerly 871(l))
Code Other Income

09 Capital gains Box 13b. Enter the appropriate recipient code.
10 Industrial royalties
11 Motion picture or television copyright royalties Code Type of Recipient
12 Other royalties (for example, copyright, recording, 01 Individual2

publishing)
13 Real property income and natural resources royalties 02 Corporation2

14 Pensions, annuities, alimony, and/or insurance premiums 03 Partnership other than a withholding foreign partnership2

15 Scholarship or fellowship grants 04 Withholding foreign partnership or withholding foreign trust
16 Compensation for independent personal services1 05 Trust
17 Compensation for dependent personal services1 06 Government or international organization
18 Compensation for teaching1 07 Tax-exempt organization (IRC section 501(a))
19 Compensation during studying and training1 08 Private foundation
20 Earnings as an artist or athlete2 09 Artist or athlete2

24 Real estate investment trust (REIT) distributions of capital 10 Estate
gains

25 Trust distributions subject to IRC section 1445 11 U.S. branch treated as U.S. person
26 Unsevered growing crops and timber distributions by a 12 Qualified intermediary

trust subject to IRC section 1445
27 Publicly traded partnership distributions subject to IRC 13 Private arrangement intermediary withholding rate pool—general5

section 1446
28 Gambling winnings6 14 Private arrangement intermediary withholding rate pool—exempt

organizations5

32 Notional principal contract income3 15 Qualified intermediary withholding rate pool—general5
35 Substitute payment—other 16 Qualified intermediary withholding rate pool—exempt organization5

36 Capital gains distributions 17 Authorized foreign agent
37 Return of capital 18 Public pension fund
38 Eligible deferred compensation items subject to IRC 20 Unknown recipient

section 877A(d)(1)
39 Distributions from a nongrantor trust subject to IRC section 21 Qualified securities lender—qualified intermediary

877A(f)(1)
41 Guarantee of indebtedness 22 Qualified securities lender—other
50 Other income

1 If compensation that otherwise would be covered under Income Codes 16 through 19 is directly attributable to the recipient’s occupation as an artist
or athlete, use Income Code 20 instead.

2 If Income Code 20 is used, Recipient Code 09 (artist or athlete) should be used instead of Recipient Code 01 (individual), 02 (corporation), or 03
(partnership other than withholding foreign partnership).

3 Use appropriate Interest Income Code for embedded interest in a notional principal contract.
4 Non-U.S. source income paid to a nonresident alien is not subject to U.S. tax. Use Exemption Code 03 when entering an amount for information

reporting purposes only.
5 May be used only by a qualified intermediary.
6 Subject to 30% withholding rate unless the recipient is from one of the treaty countries listed under Gambling winnings (Income Code 28) in Pub.

515.
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correctly coded and cannot be “US.” economic interest, unless an election is Canada. Short-term OID or bank deposit
Additionally, do not use “OC” or “UC” made to treat those gains as income interest may need to be reported by an
except as specifically allowed in these effectively connected with a U.S. trade or NQI or flow-through entity if those
instructions. business, amounts are paid to foreign persons and
• The exemption code you report in another withholding agent backupb. Gains on contingent payments
box 6 must correctly identify the proper withheld on those amounts under thereceived from the sale or exchange after
tax status for the type of income you pay presumption rules. (See Example 3 onOctober 4, 1966, of patents, copyrights,
to the recipient. page 12.) Notional principal contractsecret processes and formulas, goodwill,

income is reportable if it is effectivelytrademarks, trade brands, franchises, andNote. If you use exemption code 04
connected with the conduct of a trade orother like property,(exempt under tax treaty), the country
business in the United States or results inc. Gains on certain transfers of allcode that you report in box 16 must be a
the payment of interest under Regulationssubstantial rights to, or an undividedvalid treaty country. Countries with which
section 1.446-3(g)(4) or a dividendinterest in, patents if the transfers werethe United States has a tax treaty are
equivalent under section 871(m) (formerlymade before October 5, 1966, andshown in bold italics in the country code
871(l)). For more information, see thed. Certain gains from the sale orlist beginning on page 18.
regulations under Chapter 3 of the Codeexchange of original issue discount
and Pub. 515.obligations issued after March 31, 1972.You, the withholding agent, are

liable for the tax if you know, or 2. Use code 16 for payments for
should have known, thatCAUTION

!
Box 2, Gross Incomepersonal services performed by an

underwithholding on a payment has independent contractor as contrasted with For each income type, enter the gross
occurred. those performed by an employee. This amount you paid to or on behalf of the

includes payments that are subject to the recipient during calendar year 2011,
business profits article of a treaty. including withheld tax. The following

3. Use code 29 if you are paying bank special procedures apply to the reportingSpecific Instructions deposit interest, not code 01 (interest paid of gross income.
by U.S. obligors—general).for Withholding • You must report the entire amount of a

4. Use code 24 for distributions of corporate distribution made with respectAgents capital gains from a real estate to stock even if you elect to reduce the
investment trust (REIT). Use code 36 for amount of withholding on the distribution

All amounts must be reported in capital gain distributions (dividends) paid because all or a portion of the distribution
U.S. dollars. or credited by mutual funds (or other is nontaxable or represents a capital gain

CAUTION
!

regulated investment companies). Include dividend.
short-term capital gain dividends (use • You must report the entire amount of a
exemption code 02 in box 6).Rounding Off payment if you do not know at the time of

payment the amount that is subject toNote. Exempt-interest dividends shouldto Whole Dollars withholding because the determination ofbe reported under income code 01 (useYou may round off cents to whole dollars. the source of the income or theexemption code 02 in box 6).If you do round to whole dollars, you must calculation of the amount of income5. Use code 37 for a nondividendround all amounts. To round off amounts subject to tax depends upon facts that aredistribution (return of capital). This is ato the nearest whole dollar, drop amounts not known at the time of payment.distribution that is not paid out of theunder 50 cents and increase amounts • You must report the entire amount ofearnings and profits of a corporation. Itfrom 50 to 99 cents to the next dollar. For gains relating to the disposal of timber,represents a distribution in part or fullexample, $1.39 becomes $1 and $2.50 coal, or domestic iron ore with a retainedpayment in exchange for stock.becomes $3. If you have to add two or economic interest and gains relating to6. Substitute payment income codesmore amounts to figure the amount to contingent payments received from the(codes 33, 34, and 35) are to be used forenter on a line, include cents when sale or exchange of patents, copyrights,all substitute payment transactions. Foradding and only round off the total. and similar intangible property.more information, see Regulations • You must report only the amount ofsections 1.861-2(a)(7) and 1.861-3(a)(6)AMENDED Checkbox cash paid on notional principal contracts.and Notice 2010-46.See Amended Returns on page 17. 7. Use code 40 for other U.S.-source Box 3, Withholdingdividend equivalents. These are dividendPRO-RATA BASIS equivalent payments under section Allowances
871(m) (formerly 871(l)) that are notREPORTING Checkbox This box should only be completed if the
substitute dividend payments identified income code reported in box 1 is 15Withholding agents must check this box with income code 34. (scholarship or fellowship grants), 16to notify the IRS that an NQI that used the 8. Use code 41 for certain guarantee (compensation for independent personalalternative procedures of Regulations of indebtedness payments. These are services), 17 (compensation forsection 1.1441-1(e)(3)(iv)(D) failed to amounts received for the provision of a dependent personal services), 18properly comply with those procedures. guarantee of indebtedness after (compensation for teaching), 19See Pro-rata reporting on page 8 for September 27, 2010. (compensation during studying andadditional information and examples.

training), or 20 (earnings as an artist orIf you paid more than one type of income
athlete). See Pub. 515 for moreto or on behalf of the same recipient, youBox 1, Income Code
information.must complete a separate Form 1042-S,All filers must enter the appropriate 2-digit

Copy A, for each income type.income code from the list on page 13. Box 4, Net IncomeUse the income code that is the most Note. Although income codes are
Complete this box only if you entered anspecific. See Publication 515 for further provided for deposit interest, short-term
amount in box 3. Otherwise, leave itexplanation of the income codes. Below OID, and notional principal contract
blank.are examples on how to use some of the income, those items are not always

income codes. subject to reporting on Form 1042-S. For Box 5, Tax Rate1. Use code 09 for the following types example, bank deposit interest is
of capital gain: reportable if it is effectively connected Enter the correct rate of withholding that

a. Gains on disposal of timber, coal, with the conduct of a U.S. trade or applies to the income in box 2 (gross
or domestic iron ore with a retained business or is paid to a resident of income) or box 4 (net income), as
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appropriate. (See Valid Tax Rate Table 2. A withholding agent should use Box 9. Enter the aggregate amount of
on this page.) The correct tax rate should tax withheld by you and any otherexemption code 06 (qualified intermediary
be included even if you withheld at a withholding agent in box 9.that assumes primary withholding
different rate. For example, if an NQI is responsibility) only if it is making a Boxes 7 and 9 must be completedreporting dividends paid to a beneficial payment to a QI that has represented on in all cases, even if no tax hasowner who is a resident of a country with its Form W-8IMY that it is assuming actually been withheld.CAUTION

!
which the United States does not have a primary withholding responsibility under
tax treaty and a U.S. withholding agent Chapter 3 of the Code. Box 10, Amount Repaidpaid the dividend and withheld only 15% 3. A withholding agent should use
(rather than the required 30%) and the exemption code 07 (withholding foreign to Recipient
NQI withholds an additional 15%, the NQI partnership or withholding foreign trust) This box should be completed only if:should report “30.00” in box 5. See only if it is making a payment to a foreign • You repaid a recipient an amount thatExample 2 on page 11. partnership or trust that has represented was overwithheld, and

that it is a withholding foreign partnershipThe tax rate on dividends paid to a • You are going to reimburse yourself by
or trust.corporation created or organized in, or reducing, by the amount of tax actually

under the law of, the Commonwealth of 4. A withholding agent should use repaid, the amount of any deposit made
Puerto Rico may be 10%, rather than exemption code 09 (qualified intermediary for a payment period in the calendar year
30%. See Pub. 515 for more information. represents income is exempt) only if it following the calendar year of withholding.

makes a payment to a QI that has notEnter the tax rate using the following Generally, a QI should not enter an
assumed primary withholdingformat: two digits, a decimal, and two amount in box 10 unless it is a QI that has
responsibility under Chapter 3 of thedigits (for example, “30.00” for 30%). represented on its Form W-8IMY that it is
Code or primary backup withholdingHowever, if the income is exempt from tax assuming primary withholding
responsibility, but has represented on aunder a U.S. tax treaty or the Code, enter responsibility under Chapter 3 of the
withholding statement associated with its“00.00.” If the tax rate is less than 10%, Code.
Form W-8IMY that the income is exemptenter a zero before the tax rate (for You also must state on a timely filedfrom withholding.example, “04.00” for 4%). Form 1042 for the calendar year of5. A withholding agent should use overwithholding that the filing of the FormIf you withheld at more than one exemption code 10 (qualified securities 1042 constitutes a claim for refund.tax rate for a specific type of lender that assumes primary withholding

income that you paid to the sameCAUTION
!

responsibility for substitute dividends) The adjustment for amounts
recipient, you must file a separate Form only if the withholding agent makes a overwithheld does not apply to
1042-S, Copy A, for each amount to substitute dividend payment to a financial partnerships or nominees requiredCAUTION

!
which a separate rate was applied. institution that is a QSL. to withhold under section 1446.

6. If you have failed to provideValid Tax Rate Table Box 11, Withholdinganother withholding agent with
appropriate information regarding the00.00 07.00 14.00 27.50 Agent’s Employerstatus of the person to whom you are
making a payment, the other withholding Identification Number (EIN)04.00 08.00 15.00 28.00
agent may be required to withhold on the Generally, you are required to enter your04.90 10.00 17.50 30.00 payment based on the presumption rules. EIN. However, if you are filing Form
If the income is in fact exempt from 1042-S as a QI, withholding foreign04.95 12.00 20.00 35.00
withholding, you must submit a Form partnership, or withholding foreign trust,
1042-S providing the correct information.05.00 12.50 25.00 enter your QI-EIN, WP-EIN, or WT-EIN
In this situation, you must: and check the QI-EIN box.

a. Indicate the correct rate at which If you do not have an EIN, you can
the income should have been subject toBox 6, Exemption Code apply for one online at 
withholding in box 5 (usually 00.00), www.irs.gov/businesses/small or byNote. If you are filing a Form 1042-S to

b. Enter “99” in box 6, and telephone at 1-800-829-4933. Also, youcorrect certain information already
c. Enter the actual amount of U.S. can apply for an EIN by filing Form SS-4,provided to you by another withholding

federal tax withheld by the other Application for Employer Identificationagent on a Form 1099 or Form 1042-S
withholding agent in box 8. Number. File amended Forms 1042-S(for example, as required under Amounts

when you receive your EIN.Paid by Nonqualified Intermediaries and
Flow-Through Entities beginning on page To get a QI-EIN, WP-EIN, or WT-EIN,You also must provide the correct
11), see item 5 under this heading. submit Form SS-4 with your applicationrecipient code and the name and address

for that status. (See the definitions forof the actual recipient in boxes 13aGenerally, if the tax rate you entered in
Qualified intermediary (QI) on page 3 andthrough e.box 5 is 00.00, you should enter the
Withholding foreign partnership (WP) orappropriate exemption code (01 through
withholding foreign trust (WT) on page 410) from the list on page 13. Boxes 7 Through 9, for more information.)If an amount was withheld under

Federal Tax WithheldChapter 3 of the Code (the tax rate you Box 12, Withholdingentered in box 5 is greater than zero and Box 7. Enter the total amount of U.S.
is not due to backup withholding), enter Agent’s Namefederal tax you actually withheld in box 7.
“00” in box 6. If the tax rate you entered in If you did not withhold any tax, enter “-0-.” and Addressbox 5 is due to backup withholding, leave

Enter your name and address in thebox 6 blank. Box 8. If you are a withholding agent
appropriate boxes. If your post office doesfiling a Form 1042-S to report income that1. If exemption code 01 (income
not deliver mail to the street address andhas already been subject to withholdingeffectively connected with a U.S. trade or
you have a P.O. box, show the boxby another withholding agent, enter thebusiness) may apply, you must enter the
number instead of the street address.amount actually withheld by the otherrecipient’s U.S. TIN in box 14. If the

agent(s) in box 8. Further, report in box 8recipient’s U.S. TIN is unknown or If you are a nominee that is the
any credit forward of prior withholding asunavailable, you must withhold tax at the withholding agent under section 1446,
determined under Notice 2010-46 withforeign-person rate of 30% (30.00) and enter the PTP’s name and other
respect to substitute dividend payments.enter “00” in box 6. information in boxes 17 through 20.
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Note. On statements furnished to or 22 (qualified securities lender—other) • A foreign organization claiming an
Canadian recipients of U.S. source if you make a payment to a QSL. exemption from tax solely because of its
deposit interest, in addition to your name • Only QIs may use recipient codes 13 status as a tax-exempt organization under
and address, you must include the (private arrangement intermediary section 501(c) or as a private foundation.
telephone number of a person to contact. withholding rate pool—general), 14 • Any QI.
This number must provide direct access (private arrangement intermediary • Any WP or WT.
to an individual who can answer withholding rate pool—exempt • Any nonresident alien individual
questions about the statement. The organizations), 15 (qualified intermediary claiming exemption from withholding on
telephone number is not required on withholding rate pool—general), and 16 compensation for independent personal
Copy A of paper forms or on electronically (qualified intermediary withholding rate services.
filed forms. You also must include a pool—exempt organizations). A QI • Any U.S. branch of a foreign bank or
statement that the information on the form should use recipient code 14 or 16 only foreign insurance company that is treated
is being furnished to the United States for pooled account holders that have as a U.S. person.
Internal Revenue Service and may be claimed an exemption based on their In all other cases, if you know the
furnished to Canada. tax-exempt status and not some other recipient’s TIN or if a foreign person

exemption (for example, treaty or other provides a TIN on a Form W-8, but is not
Code exception). A U.S. withholding required to do so, you must include theBox 13, Recipient’s agent making a payment to a QI should TIN on Form 1042-S.
use recipient code 12.Name, Recipient Code, 
Address. Generally, you must enter a Box 15, Recipient’sand Address
foreign address in boxes 13c through

Foreign TaxName. Enter the complete name of the 13e. However, there are limited
recipient in box 13a. exceptions. For example, you may enter a Identifying Number• If you do not know the name of the U.S. address when reporting payments of

Enter the recipient’s identifying numberrecipient, enter “Unknown Recipient.” scholarship or fellowship grants (income
used in the country of residence for taxcode 15).• If Form 1042-S is being completed by a
purposes (optional).QI, WP, or WT for a withholding rate pool, For addresses outside the United

enter “Withholding rate pool” in box 13a. States or its possessions, follow the Box 16, Recipient’sNo address is necessary. foreign country’s practice for entering the• A QI reporting payments made to a PAI postal code. Country Code
on a withholding rate pool basis must

For addresses within the United You must enter the code (from the list thatinclude the name and address of the PAI
States, use the U.S. Postal Service begins on page 18) for the country ofin boxes 13a through 13e.
2-letter abbreviation for the state name. which the recipient claims residency
Do not enter “United States” or “U.S.”Recipient code. Enter the recipient under that country’s tax laws. Enter “OC”

code from the list on page 13 in box 13b. (other country) only when the country ofIf you want to enter the recipient’s
The following special instructions apply. residence does not appear on the list oraccount number, use box 22.• If applicable, use recipient code 09 the payment is made to an international
(artist or athlete) instead of recipient code organization (for example, the UnitedBox 14, Recipient’s U.S.
01 (individual), 02 (corporation), or 03 Nations). Enter “UC” (unknown country)

Taxpayer Identification(partnership other than a withholding only if the payment is to an unknown
foreign partnership). recipient. If you are making a payment toNumber (TIN) a QI, WP, or WT, or if you are a QI, WP,• Use recipient code 12 if you are making

You must obtain and enter a U.S. or WT and are making a payment to a QI,a payment to a QI and 04 if you are
taxpayer identification number (TIN) for: WP, or WT withholding rate pool, entermaking a payment to a WP or a WT.
• Any recipient whose income is the country code of the QI, WP, or WT.• If you are making a payment to an NQI
effectively connected with the conduct ofor flow-through entity, you generally must

If exemption code 04 (exempta trade or business in the United States.use the recipient code that applies to the
under tax treaty) appears in box 6Note. For these recipients, exemptiontype of recipient who receives the income
or if a reduced rate of withholdingCAUTION

!
code 01 should be entered in box 6.from the NQI or flow-through entity.

based on a tax treaty is entered in box 5,• Use recipient code 03 (partnership • Any foreign person claiming a reduced the country code entered in box 16 mustother than withholding foreign rate of, or exemption from, tax under a tax be a country with which the United Statespartnership) only if you are reporting a treaty between a foreign country and the has entered into an income tax treaty.payment of income that is effectively United States, unless the income is an
connected with the conduct of a trade or unexpected payment (as described in Boxes 17 Through 20,business of a nonwithholding foreign Regulations section 1.1441-6(g)) or
partnership in the United States. consists of dividends and interest from NQI’s/Flow-Through
Otherwise, follow the rules that apply to stocks and debt obligations that are

Entity’s Name, Countrypayments to flow-through entities. actively traded; dividends from any
• Use recipient code 20 (unknown redeemable security issued by an Code, Address, and TINrecipient) only if you have not received a investment company registered under the

If you are reporting amounts paid to awithholding certificate or other Investment Company Act of 1940 (mutual
recipient whose withholding certificates ordocumentation for a recipient or you fund); dividends, interest, or royalties from
other documentation has been submittedcannot determine how much of a payment units of beneficial interest in a unit
to you with a Form W-8IMY provided byis reliably associated with a specific investment trust that are (or were, upon
an NQI or flow-through entity, you mustrecipient. Do not use this code because issuance) publicly offered and are
include the name, address, and TIN, ifyou cannot determine the recipient’s registered with the Securities and
any, of the NQI or flow-through entity withstatus as an individual, corporation, etc. Exchange Commission under the
whose Form W-8IMY the recipient’s FormThe regulations under Chapter 3 of the Securities Act of 1933; and amounts paid
W-8 or other documentation isCode provide rules on how to determine a with respect to loans of any of the above
associated.recipient’s status when a withholding securities.

agent does not have the necessary • Any nonresident alien individual Note. An NQI or flow-through entity will
information. claiming exemption from tax under leave these boxes blank unless it is
• Use recipient code 21 (qualified section 871(f) for certain annuities making the payment to an NQI or
securities lender—qualified intermediary) received under qualified plans. flow-through entity.
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For box 18, you must enter the country you also must correct the Form 1042 by used to report the amount of withholding
code from the list beginning on page 18 filing an amended return. To do this, see that must be paid over to the IRS. Section
for the country where the NQI or the Form 1042 instructions. 6109 requires you to provide your
flow-through entity is located. taxpayer identification number (SSN, EIN,If you are filing electronically, see

or ITIN). Routine uses of this informationIf you are a nominee that is the Amended Returns in Pub. 1187.
include giving it to the Department ofwithholding agent under section 1446, If you are not filing electronically, Justice for civil and criminal litigation, andenter the PTP’s name and other follow these steps to amend a previously cities, states, and the District of Columbiainformation in these boxes. filed Form 1042-S. for use in administering their tax laws. We

Step 1. Prepare a paper Form 1042-S. may also disclose this information to otherBox 21, Payer’s Name and • Enter all the correct information on the countries under a tax treaty, to federal
Taxpayer Identification form, including the recipient name and and state agencies to enforce federal

address, money amounts, and codes. nontax criminal laws, or to federal lawNumber (TIN) • Enter an “X” in the AMENDED box at enforcement and intelligence agencies to
See the definition of a payer on page 3. the top of the form. combat terrorism. If you fail to provide this
Include the payer’s name and TIN if information in a timely manner, you mayAMENDED checkbox. Enter an “X” indifferent from that in boxes 11 and 12. be liable for penalties and interest.the AMENDED checkbox of Copy A only

if you are amending a Form 1042-S you You are not required to provide theBox 22, Recipient’s previously filed with the IRS. Enter an “X” information requested on a form that is
in the AMENDED checkbox on the copy subject to the Paperwork Reduction ActAccount Number
you give to the recipient only if you are unless the form displays a valid OMBYou may use this box to enter the
correcting a Form 1042-S previously control number. Books or records relatingaccount number assigned by you to the
furnished to the recipient. You must to a form or its instructions must berecipient.
provide statements to recipients showing retained as long as their contents may
the corrections as soon as possible. become material in the administration ofBoxes 23 Through 25,

any Internal Revenue law. Generally, taxStep 2. File the amended paper FormState Income Tax Withheld returns and return information are1042-S with a Form 1042-T. See the
confidential, as required by section 6103.Form 1042-T instructions for informationand Related Information

on filing these forms. The time needed to complete and fileInclude in these boxes information this form will vary depending on individualIf you fail to correct Form(s)relating to any state income tax withheld. circumstances. The estimated average1042-S, you may be subject to a
time is 36 minutes.penalty. See Penalties on pageCAUTION

!
Amended Returns

If you have comments concerning the12.If you filed a Form 1042-S with the IRS accuracy of these time estimates orand later discover you made an error on Privacy Act and Paperwork Reduction suggestions for making this form simpler,it, you must correct it as soon as possible. Act Notice. We ask for the information we would be happy to hear from you. YouTo correct a previously filed Form 1042-S, on this form to carry out the Internal can write to the Internal Revenue Service,you will need to file an amended Form Revenue laws of the United States. Tax Products Coordinating Committee,1042-S. Sections 1441, 1442, and 1446 (for SE:W:CAR:MP:T:T:SP, 1111 Constitution
PTPs) require withholding agents toYou may be required to submit Ave. NW, IR-6526, Washington, DC
report and pay over to the IRS taxesamended Forms 1042-S 20224. Do not send the form to this
withheld from certain U.S. source incomeelectronically. See Electronic address. Instead, see Where, When, andCAUTION

!
of foreign persons. Form 1042-S is usedReporting on page 2 and Pub. 1187. How To File on page 1.
to report the amount of income andIf any information you correct on
withholding to the payee. Form 1042 isForm(s) 1042-S changes the information

you previously reported on Form 1042,
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Country Codes Coral Sea Islands Territory2 . . . . . CR Kingman Reef . . . . . . . . . . . . . . . . KQ
Costa Rica . . . . . . . . . . . . . . . . . . CS Kiribati . . . . . . . . . . . . . . . . . . . . . . KR

Select the appropriate code from the following Cote D’Ivoire (Ivory Coast) . . . . . . . IV Korea, North . . . . . . . . . . . . . . . . . KN
list and enter it in box 16 (country code of Croatia . . . . . . . . . . . . . . . . . . . . . HR Korea, South . . . . . . . . . . . . . . . . KS
recipient). Also use the following codes to Cuba . . . . . . . . . . . . . . . . . . . . . . . CU Kosovo . . . . . . . . . . . . . . . . . . . . . KV
complete box 18 (country code of NQI), if Cyprus . . . . . . . . . . . . . . . . . . . . . CY Kuwait . . . . . . . . . . . . . . . . . . . . . . KUapplicable. See the instructions for box 16 (and

Czech Republic . . . . . . . . . . . . . . EZ Kyrgyzstan1 . . . . . . . . . . . . . . . . . KGbox 18 if applicable) beginning on page 16
Denmark . . . . . . . . . . . . . . . . . . . . DA Laos . . . . . . . . . . . . . . . . . . . . . . . LAbefore selecting a country code. Note.
Dhekelia . . . . . . . . . . . . . . . . . . . . DX Latvia . . . . . . . . . . . . . . . . . . . . . . LGCountries bolded and italicized are those with

which the United States had entered into an Djibouti . . . . . . . . . . . . . . . . . . . . . DJ Lebanon . . . . . . . . . . . . . . . . . . . . LE
income tax treaty at the time these instructions Dominica . . . . . . . . . . . . . . . . . . . . DO Lesotho . . . . . . . . . . . . . . . . . . . . . LT
were printed. Dominican Republic . . . . . . . . . . . . DR Liberia . . . . . . . . . . . . . . . . . . . . . . LI

Ecuador . . . . . . . . . . . . . . . . . . . . EC Libya . . . . . . . . . . . . . . . . . . . . . . . LYCountry Code
Egypt . . . . . . . . . . . . . . . . . . . . . . EG Liechtenstein . . . . . . . . . . . . . . . . . LSAfghanistan . . . . . . . . . . . . . . . . . . AF
El Salvador . . . . . . . . . . . . . . . . . . ES Lithuania . . . . . . . . . . . . . . . . . . . LHAkrotiri . . . . . . . . . . . . . . . . . . . . . AX
Equatorial Guinea . . . . . . . . . . . . . EK Luxembourg . . . . . . . . . . . . . . . . . LUAlbania . . . . . . . . . . . . . . . . . . . . . AL
Eritrea . . . . . . . . . . . . . . . . . . . . . . ER Macau . . . . . . . . . . . . . . . . . . . . . . MCAlgeria . . . . . . . . . . . . . . . . . . . . . AG
Estonia . . . . . . . . . . . . . . . . . . . . . EN Macedonia . . . . . . . . . . . . . . . . . . . MKAmerican Samoa . . . . . . . . . . . . . . AQ
Ethiopia . . . . . . . . . . . . . . . . . . . . . ET Madagascar (Malagasy Republic) . . MAAndorra . . . . . . . . . . . . . . . . . . . . . AN
Falkland Islands (Islas Malvinas) . . . FK Malawi . . . . . . . . . . . . . . . . . . . . . MIAngola . . . . . . . . . . . . . . . . . . . . . AO
Faroe Islands . . . . . . . . . . . . . . . . . FO Malaysia . . . . . . . . . . . . . . . . . . . . MYAnguilla . . . . . . . . . . . . . . . . . . . . . AV
Fiji . . . . . . . . . . . . . . . . . . . . . . . . FJ Maldives . . . . . . . . . . . . . . . . . . . . MVAntarctica . . . . . . . . . . . . . . . . . . . AY
Finland . . . . . . . . . . . . . . . . . . . . . FI Mali . . . . . . . . . . . . . . . . . . . . . . . . MLAntigua and Barbuda . . . . . . . . . . . AC
France . . . . . . . . . . . . . . . . . . . . . FR Malta . . . . . . . . . . . . . . . . . . . . . . . MTArgentina . . . . . . . . . . . . . . . . . . . AR
French Guiana3 . . . . . . . . . . . . . . FG Marshall Islands . . . . . . . . . . . . . . . RMArmenia1 . . . . . . . . . . . . . . . . . . . AM
French Polynesia . . . . . . . . . . . . . . FP Martinique3 . . . . . . . . . . . . . . . . . . MBAruba . . . . . . . . . . . . . . . . . . . . . . AA
French Southern and Antarctic Mauritania . . . . . . . . . . . . . . . . . . . MRAshmore and Cartier Islands2 . . . . AT

Lands . . . . . . . . . . . . . . . . . . . . FS Mauritius . . . . . . . . . . . . . . . . . . . . MPAustralia . . . . . . . . . . . . . . . . . . . . AS
Gabon . . . . . . . . . . . . . . . . . . . . . . GB Mayotte . . . . . . . . . . . . . . . . . . . . . MFAustria . . . . . . . . . . . . . . . . . . . . . AU
Gambia, The . . . . . . . . . . . . . . . . . GA Mexico . . . . . . . . . . . . . . . . . . . . . MXAzerbaijan1 . . . . . . . . . . . . . . . . . . AJ
Georgia1 . . . . . . . . . . . . . . . . . . . . GG Micronesia, Federated States of . . . FMBahamas, The . . . . . . . . . . . . . . . . BF
Germany . . . . . . . . . . . . . . . . . . . GM Midway Islands . . . . . . . . . . . . . . . MQBahrain . . . . . . . . . . . . . . . . . . . . . BA
Ghana . . . . . . . . . . . . . . . . . . . . . . GH Moldova1 . . . . . . . . . . . . . . . . . . . MDBaker Island . . . . . . . . . . . . . . . . . FQ
Gibraltar . . . . . . . . . . . . . . . . . . . . GI Monaco . . . . . . . . . . . . . . . . . . . . . MNBangladesh . . . . . . . . . . . . . . . . . BG
Great Britain (United Kingdom) . . UK Mongolia . . . . . . . . . . . . . . . . . . . . MGBarbados . . . . . . . . . . . . . . . . . . . BB
Greece . . . . . . . . . . . . . . . . . . . . . GR Montenegro . . . . . . . . . . . . . . . . . . MJBelarus1 . . . . . . . . . . . . . . . . . . . . BO
Greenland . . . . . . . . . . . . . . . . . . . GL Montserrat . . . . . . . . . . . . . . . . . . . MHBelgium . . . . . . . . . . . . . . . . . . . . BE
Grenada . . . . . . . . . . . . . . . . . . . . GJ Morocco . . . . . . . . . . . . . . . . . . . . MOBelize . . . . . . . . . . . . . . . . . . . . . . BH
Guadeloupe3 . . . . . . . . . . . . . . . . GP Mozambique . . . . . . . . . . . . . . . . . MZBenin . . . . . . . . . . . . . . . . . . . . . . BN
Guam . . . . . . . . . . . . . . . . . . . . . . GQ Namibia . . . . . . . . . . . . . . . . . . . . . WABermuda . . . . . . . . . . . . . . . . . . . . BD
Guatemala . . . . . . . . . . . . . . . . . . . GT Nauru . . . . . . . . . . . . . . . . . . . . . . NRBhutan . . . . . . . . . . . . . . . . . . . . . BT
Guernsey . . . . . . . . . . . . . . . . . . . GK Navassa Island . . . . . . . . . . . . . . . BQBolivia . . . . . . . . . . . . . . . . . . . . . . BL
Guinea . . . . . . . . . . . . . . . . . . . . . GV Nepal . . . . . . . . . . . . . . . . . . . . . . NPBosnia-Herzegovina . . . . . . . . . . . . BK
Guinea-Bissau . . . . . . . . . . . . . . . . PU Netherlands . . . . . . . . . . . . . . . . . NLBotswana . . . . . . . . . . . . . . . . . . . BC
Guyana . . . . . . . . . . . . . . . . . . . . . GY Netherlands Antilles . . . . . . . . . . . . NTBouvet Island . . . . . . . . . . . . . . . . . BV
Haiti . . . . . . . . . . . . . . . . . . . . . . . HA New Caledonia . . . . . . . . . . . . . . . NCBrazil . . . . . . . . . . . . . . . . . . . . . . BR
Heard Island and McDonald Islands HM New Zealand . . . . . . . . . . . . . . . . . NZBritish Indian Ocean Territory . . . . . IO
Holy See . . . . . . . . . . . . . . . . . . . . VT Nicaragua . . . . . . . . . . . . . . . . . . . NUBrunei . . . . . . . . . . . . . . . . . . . . . . BX
Honduras . . . . . . . . . . . . . . . . . . . HO Niger . . . . . . . . . . . . . . . . . . . . . . . NGBulgaria . . . . . . . . . . . . . . . . . . . . BU
Hong Kong5 . . . . . . . . . . . . . . . . . . HK Nigeria . . . . . . . . . . . . . . . . . . . . . NIBurkina Faso . . . . . . . . . . . . . . . . . UV
Howland Island . . . . . . . . . . . . . . . HQ Niue . . . . . . . . . . . . . . . . . . . . . . . NEBurma . . . . . . . . . . . . . . . . . . . . . . BM
Hungary . . . . . . . . . . . . . . . . . . . . HU Norfolk Island2 . . . . . . . . . . . . . . . NFBurundi . . . . . . . . . . . . . . . . . . . . . BY
Iceland . . . . . . . . . . . . . . . . . . . . . IC Northern Ireland4 . . . . . . . . . . . . . UKCambodia . . . . . . . . . . . . . . . . . . . CB
India . . . . . . . . . . . . . . . . . . . . . . . IN Northern Mariana Islands . . . . . . . . CQCameroon . . . . . . . . . . . . . . . . . . . CM
Indonesia . . . . . . . . . . . . . . . . . . . ID Norway . . . . . . . . . . . . . . . . . . . . . NOCanada . . . . . . . . . . . . . . . . . . . . . CA
Iran . . . . . . . . . . . . . . . . . . . . . . . . IR Oman . . . . . . . . . . . . . . . . . . . . . . MUCape Verde . . . . . . . . . . . . . . . . . . CV
Iraq . . . . . . . . . . . . . . . . . . . . . . . . IZ Pakistan . . . . . . . . . . . . . . . . . . . . PKCayman Islands . . . . . . . . . . . . . . . CJ
Ireland . . . . . . . . . . . . . . . . . . . . . EI Palau . . . . . . . . . . . . . . . . . . . . . . PSCentral African Republic . . . . . . . . . CT
Isle of Man . . . . . . . . . . . . . . . . . . IM Palmyra Atoll . . . . . . . . . . . . . . . . . LQChad . . . . . . . . . . . . . . . . . . . . . . . CD
Israel . . . . . . . . . . . . . . . . . . . . . . IS Panama . . . . . . . . . . . . . . . . . . . . PMChile . . . . . . . . . . . . . . . . . . . . . . . CI
Italy . . . . . . . . . . . . . . . . . . . . . . . IT Papua New Guinea . . . . . . . . . . . . PPChina . . . . . . . . . . . . . . . . . . . . . . CH
Jamaica . . . . . . . . . . . . . . . . . . . . JM Paracel Islands . . . . . . . . . . . . . . . PFChristmas Island2 . . . . . . . . . . . . . KT
Jan Mayen . . . . . . . . . . . . . . . . . . JN Paraguay . . . . . . . . . . . . . . . . . . . PAClipperton Island . . . . . . . . . . . . . . IP
Japan . . . . . . . . . . . . . . . . . . . . . . JA Peru . . . . . . . . . . . . . . . . . . . . . . . PECocos (Keeling) Islands2 . . . . . . . CK
Jarvis Island . . . . . . . . . . . . . . . . . DQ Philippines . . . . . . . . . . . . . . . . . . RPColombia . . . . . . . . . . . . . . . . . . . . CO
Jersey . . . . . . . . . . . . . . . . . . . . . . JE Pitcairn Island . . . . . . . . . . . . . . . . PCComoros . . . . . . . . . . . . . . . . . . . . CN
Johnston Atoll . . . . . . . . . . . . . . . . JQ Poland . . . . . . . . . . . . . . . . . . . . . PLCongo (Brazzaville) . . . . . . . . . . . . CF
Jordan . . . . . . . . . . . . . . . . . . . . . . JO Portugal . . . . . . . . . . . . . . . . . . . . POCongo, Democratic Republic of
Kazakhstan . . . . . . . . . . . . . . . . . KZ Puerto Rico . . . . . . . . . . . . . . . . . . RQ(Kinshasa) . . . . . . . . . . . . . . . . . CG
Kenya . . . . . . . . . . . . . . . . . . . . . . KE Qatar . . . . . . . . . . . . . . . . . . . . . . QACook Islands . . . . . . . . . . . . . . . . . CW
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Reunion3 . . . . . . . . . . . . . . . . . . . RE Spratly Islands . . . . . . . . . . . . . . . . PG Uruguay . . . . . . . . . . . . . . . . . . . . UY
Romania . . . . . . . . . . . . . . . . . . . . RO Sri Lanka . . . . . . . . . . . . . . . . . . . CE Uzbekistan1 . . . . . . . . . . . . . . . . .  UZ
Russia . . . . . . . . . . . . . . . . . . . . . RS Sudan . . . . . . . . . . . . . . . . . . . . . . SU Vanuatu . . . . . . . . . . . . . . . . . . . . NH
Rwanda . . . . . . . . . . . . . . . . . . . . . RW Suriname . . . . . . . . . . . . . . . . . . . . NS Venezuela . . . . . . . . . . . . . . . . . . . VE
St. Barthelemy . . . . . . . . . . . . . . . . TB Svalbard . . . . . . . . . . . . . . . . . . . . SV Vietnam . . . . . . . . . . . . . . . . . . . . . VM
St. Helena . . . . . . . . . . . . . . . . . . . SH Swaziland . . . . . . . . . . . . . . . . . . . WZ Virgin Islands (British) . . . . . . . . . . . VI
St. Kitts (St. Christopher Sweden . . . . . . . . . . . . . . . . . . . . SW Virgin Islands (U.S.) . . . . . . . . . . . . VQ

and Nevis) . . . . . . . . . . . . . . . . . SC Switzerland . . . . . . . . . . . . . . . . . SZ Wake Island . . . . . . . . . . . . . . . . . WQ
St. Lucia . . . . . . . . . . . . . . . . . . . . ST Syria . . . . . . . . . . . . . . . . . . . . . . . SY Wallis and Futuna . . . . . . . . . . . . . WF
St. Martin . . . . . . . . . . . . . . . . . . . RN Taiwan . . . . . . . . . . . . . . . . . . . . . TW Western Sahara . . . . . . . . . . . . . . . WI
St. Pierre and Miquelon . . . . . . . . . SB Tajikistan1 . . . . . . . . . . . . . . . . . . TI Yemen . . . . . . . . . . . . . . . . . . . . . YM
St. Vincent and the Grenadines . . . . VC Tanzania . . . . . . . . . . . . . . . . . . . . TZ Zambia . . . . . . . . . . . . . . . . . . . . . ZA
Samoa . . . . . . . . . . . . . . . . . . . . . WS Thailand . . . . . . . . . . . . . . . . . . . . TH Zimbabwe . . . . . . . . . . . . . . . . . . . ZI
San Marino . . . . . . . . . . . . . . . . . . SM Timor-Leste . . . . . . . . . . . . . . . . . . TT Other Country . . . . . . . . . . . . . . . . OC
Sao Tome and Principe . . . . . . . . . TP Togo . . . . . . . . . . . . . . . . . . . . . . . TO Unknown Country . . . . . . . . . . . . . UC
Saudi Arabia . . . . . . . . . . . . . . . . . SA Tokelau . . . . . . . . . . . . . . . . . . . . . TL

1 These countries are parties to theSenegal . . . . . . . . . . . . . . . . . . . . SG Tonga . . . . . . . . . . . . . . . . . . . . . . TN
United States treaty with theSerbia . . . . . . . . . . . . . . . . . . . . . . RB Trinidad and Tobago . . . . . . . . . . TD
Commonwealth of Independent States.Seychelles . . . . . . . . . . . . . . . . . . . SE Tunisia . . . . . . . . . . . . . . . . . . . . . TS

2 These countries are covered underSierra Leone . . . . . . . . . . . . . . . . . SL Turkey . . . . . . . . . . . . . . . . . . . . . TU
the United States treaty with Australia.Singapore . . . . . . . . . . . . . . . . . . . SN Turkmenistan1 . . . . . . . . . . . . . . . TX

3 These countries are covered underSlovak Republic (Slovakia) . . . . . . LO Turks and Caicos Islands . . . . . . . . TK
the United States treaty with France.Slovenia . . . . . . . . . . . . . . . . . . . . SI Tuvalu . . . . . . . . . . . . . . . . . . . . . . TV

4 Northern Ireland is covered under theSolomon Islands . . . . . . . . . . . . . . BP Uganda . . . . . . . . . . . . . . . . . . . . . UG
United States treaty with the UnitedSomalia . . . . . . . . . . . . . . . . . . . . . SO Ukraine . . . . . . . . . . . . . . . . . . . . . UP
Kingdom.South Africa . . . . . . . . . . . . . . . . . SF United Arab Emirates . . . . . . . . . . . AE

5 Hong Kong is not covered under theSouth Georgia and the South United Kingdom (England, Wales,
United States treaty with China.Sandwich Islands . . . . . . . . . . . . SX Scotland, No. Ireland) . . . . . . . . UK

Spain . . . . . . . . . . . . . . . . . . . . . . SP
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