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OVERVIEW
As a starting point, let's take a look at all the
noteworthy updates for 2022, incorporating our own
Comply insights into the mix.

WHAT'S NEW!
Forms 1099, 1042, and 1042- S  have undergone many
updates this year. You will find all the changes that
need to be aware of here!

03 THINGS TO CONSIDER
This year's document concludes with some final IRS
comments and common mistakes to avoid!

WHAT'S COMING UP!

With the 2022 year quickly coming to an end, Form 1099 / Form 945
reporting will soon be upon us with Form 1042 / 1042- S right on its
heels.  

We hope that this year end release will provide insightful guidance for
your reporting season and for the year beyond. Please feel free to
reach out to us if you have any questions. We hope you all have a
happy holiday season!  
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Filers should focus on the
collection and validation of

withholding certificates at the
time of onboarding

OVERVIEW

This year we see the world of U.S.
information reporting and withholding
once again significantly changing.
Moving forward, and over the last few
years, Congress has enacted legislation,
and the IRS are implementing changes
that will significantly impact the filing
process.  

Comply Insights 

A review of the updated IRS changes,
current and forthcoming, highlight the
IRS focus on the automation of
reporting. As a positive, automation will
create a more efficient and effective
reporting process from a taxpayer
perspective, however an increase in
efficiency provides the IRS the ability for
further enforcement using notices and
penalties.

Automation of reporting gives the IRS
the ability to analyse the information on
the information return in a manner that
was not present previously. This will
more than likely lead to further scrutiny
of information returns. Filers should
begin to take proactive steps to
minimize possible exposure as a result
of issues with their returns.     

One solution is the use of the IRS’s
Form 1042-S Data Integrity Tool. While
this system is a helpful instrument to
identify issues, the timing of its use,
which for most will be right before
submission of the forms, will not be
optimal. Filers will be required to hastily
reach out to their recipients to request
updated Forms W-8 or to have
discussions focused on withholding rate
concerns.  

As an alternative, Filers should focus on
the collection and validation of forms at
the time of onboarding. Upfront
processes to collect and validate forms
will minimize reporting issues down the
road. This creates a better relationship
with recipients and keeps the focus on
the business rather than on
compliance.  



Filers that are not currently
electronically filing information returns
should assess its processes and be
ready to adapt to electronically filing in
the near future.

NOTEWORTHY UPDATES

Cryptocurrency Regulations

The IRS has not released updated
regulations focused on cryptocurrency
reporting at the time this document was
released, though we expect, that the
regulations will be released soon.

Reporting Thresholds 

The IRS provided proposed regulations
that would change the electronic reporting
thresholds of information returns to 100
from the current number of 250 in year
one. In the following year, the threshold
will adjust to 10. 

Third-Party Payment Platforms

There is a new tax reporting rule,
implemented for the 2022 reporting
season, that requires all third-party
payment platforms to issue a Form 1099-K
for transactions that add up to more than
$600 over the course of the year.

This is a notable change given the old
requirements, where a Form 1099-K only
needed to be issued if you engaged in
more than 200 business transactions
where total payments were more than
$20,000.
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WHAT'S NEW: 
FORM 1099 REPORTING
IRS Information Returns Intake System (“IRIS”) 

For the 2022 tax year as mandated under the Taxpayer First Act, the IRS has
implemented a new service for taxpayers to “prepare, file and distribute Forms
1099, and create and maintain tax records.

The system will also provide the ability to request automatic extensions with the IRS,
where automatic extensions are applicable. Please refer to the form type to
determine extension applicability.  

This is an alternative to filing through the IRS Filing Information Returns
Electronically (FIRE), which will still be available.  

Through use of the portal, a taxpayer can access the IRIS system, type in the Form
1099 Issuer information and type in the necessary information of each Recipient.
Alternatively, Recipient information can be entered in bulk using a CSV file.

The website provides that the Filer can “Submit up to 100 records per upload
with CSV templates”, raising questions of limitations that are not clear at this
time. 

A TCC  will be required, which can take up to 45 days to request from the IRS. 

A video and transcript of the process is provided by the IRS at How to Use the
Information Returns Portal (irsvideos.gov). The IRS website states additional
information will be available in January.  

Important points to note: 

The application for the TCC became available on December 12th,
and can be accessed here: IRIS Application for TCC | Internal
Revenue Service (irs.gov).

This TCC is only applicable for the IRIS system and will NOT work for
the FIRE system. Conversely, the FIRE system TCC will not work for
IRIS.

https://www.irsvideos.gov/Business/Resources/HowtoUsetheInformationReturnsPortal
https://www.irs.gov/tax-professionals/iris-application-for-tcc


Foreign persons who claim refunds or credits by filing Form 1120-F, U.S. Income
Tax Return of a Foreign Corporation or individuals filing Form 1042-NR, U.S.
Nonresident Alien Income Tax Return, are required to wait until the IRS processes
the Form 1042 prior to receiving the refund or credit. Due to IRS manual
processing, the wait time can be months if not longer if there is an issue with the
underlying Form 1042. In certain cases, where the foreign person utilizes the
credit to offset U.S. tax liabilities, a notice of deficiency could be issued to the
foreign person because their return was processed before the credit was
received.

For the 2022 tax year, the IRS will be implementing an electronic Form 1042, Annual
Withholding Tax Return for U.S. source Income of Foreign Persons. Prior to this a Form
1042 could only be submitted on paper via mail to the IRS. 

On October 13, 2022, the IRS released links to provide information and technical
guidance for software developers and transmitters for the Modernized e-File (MeF)
Form 1042. The IRS has provided such guidance - 2022 Valid XML Schemas and
Business Rules for 1042 Modernized e-File (MeF) | Internal Revenue Service (irs.gov) 

Form 1042 Schemas and Business rules will be released through the Registered User
Portal and e-services mailbox.  

According to the IRS, an electronic filing will “increase the timeliness and accuracy of
processing refunds and credits claimed by foreign persons that have amounts
withheld and reported on Form 1042-S.” 

WHAT'S NEW: 
FORM 1042 AND FORM 1042-S
REPORTING 
Electronic Form 1042 

All interested parties are eagerly waiting for additional instructions from the IRS.   

Proposed Treasury Regulation § 301-6011.15 will require electronic Form 1042 filing,
except for individuals, estates, or trusts, if the filer is required to 10 or more returns of any
type during the calendar year. 

Partnerships with more than 100 partners are required to file their Forms 1042
electronically.

https://www.irs.gov/e-file-providers/2022-valid-xml-schemas-and-business-rules-for-1042-modernized-e-file-mef
https://www.irs.gov/e-file-providers/2022-valid-xml-schemas-and-business-rules-for-1042-modernized-e-file-mef
https://www.irs.gov/e-file-providers/2022-valid-xml-schemas-and-business-rules-for-1042-modernized-e-file-mef
https://www.irs.gov/e-file-providers/2022-valid-xml-schemas-and-business-rules-for-1042-modernized-e-file-mef
https://www.irs.gov/e-file-providers/2022-valid-xml-schemas-and-business-rules-for-1042-modernized-e-file-mef
https://www.irs.gov/e-file-providers/2022-valid-xml-schemas-and-business-rules-for-1042-modernized-e-file-mef


Form 1099-MISC

Form 1099-MISC Box No. 13 is assigned to the Foreign Account Tax Compliance Act
Checkbox. Box 13 should be checked by a U.S. payor that is reporting as part of
satisfying the requirement to report with respect to a US account for the purposes of
Chapter 4. In addition, a foreign financial institution should check the box if it has
elected to report U.S. accounts or a foreign financial institution reporting a US account
for Chapter 4 to which no payments during the year are reportable. Box numbers 13 –
17 have been renumbered to box 14 – 18, respectively. 

Form 1099-NEC

No changes were made to the Form for the 2022 filing year. 

Form 1099-K

While the requirements under the rules have changed, as noted above, the fields of
the form have stayed the same outside of the change to a continuous use format. 

Form 1099-DIV

New Box 11 is a checkbox for the FATCA filing requirement. Check the box if you are a
U.S. payer that is reporting on Form 1099 (including distributions in boxes 1 through 3
and 9, 10, 12, and 13) as part of satisfying your requirement to report with respect to a
U.S. account for purposes of Chapter 4 or a foreign financial institution reporting
payments to a U.S. account and elected Form 1099 reporting.

WHAT'S NEW: 
FORM SPECIFIC UPDATES

This section highlights changes per information return for the 2022 reporting season. In
general, numerous Forms 1099 and instructions, such as the Form 1099-MISC, 1099-
NEC, 1099-K, 1099-INT, and 1099-C have been changed to a continual use format.
These forms and instructions will be updated when needed. 

https://www.irs.gov/pub/irs-pdf/f1099msc.pdf
https://www.irs.gov/pub/irs-pdf/f1099nec.pdf
https://www.irs.gov/pub/irs-pdf/f1099k.pdf
https://www.irs.gov/pub/irs-pdf/f1099div.pdf


Income code 40. Dividend income code 40 description has been updated to
remove the reference to section 871(l). The income code description now reads
Other dividend equivalents under IRC section 871(m). 

Income code 56. New income code 56 was added to address section 871(m)
transactions resulting from combining transactions under Regulations section
1.871-15(n). Income code 56 should be used for any dividend equivalent payment
pursuant to a transaction that is a section 871(m) transaction as a result of
combing transactions, even if another income code could apply to the dividend
equivalent payment. 

Income code 57. New income code 57 was added for use by brokers that are
required to report or withhold on the transfer of interests in publicly traded
partnerships (PTPs), including distributions made by PTPs. Specifically, new income
code 57 was added to report the payment of an amount realized subject to section
1446(f).

FORM 1099-C

No changes have been made for the 2022 tax year. 

FORM 1042-S 

Income Code Updates: 

WHAT'S NEW: 
FORM SPECIFIC UPDATES

https://www.irs.gov/pub/irs-pdf/f1099c.pdf
https://www.irs.gov/pub/irs-prior/i1042s--2022.pdf
https://www.irs.gov/pub/irs-prior/i1042s--2022.pdf


A review of both the form instructions do not identify any updates from the prior
year.

Form 1042

Both Form 1042 and Form 1042 instructions are currently available in draft format. See
2022 Form 1042 (irs.gov) and 2022 Instructions for Form 1042 (irs.gov).

Chapter 3 status code 08. Chapter 3 status code 08 description has been updated to
include Publicly Traded Partnership. The income code description now reads Partnership
other than Withholding Foreign Partnership or Publicly Traded Partnership.

Chapter 3 status code 38. Chapter 3 status code 38 was added to report a payment to or
from a Publicly Traded Partnership (PTP). The instructions for boxes 16a through 16e have
also been updated to state that a withholding agent for a PTP distribution is required to
provide the applicable information for the PTP in the payer’s box (including code 38).

LOB Code 12. New LOB code 12 was added to report that there is no LOB article in the
applicable tax treaty.

FORM 1042-S CONTINUED

Status Code Updates:

LOB Code Updates:

 

WHAT'S NEW: 
FORM SPECIFIC UPDATES

https://www.irs.gov/pub/irs-pdf/f1042.pdf
https://www.irs.gov/pub/irs-dft/f1042--dft.pdf
https://www.irs.gov/pub/irs-dft/i1042--dft.pdf
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THINGS TO CONSIDER

In 2022, in two separate instances IRS
representatives specifically commented
that the IRS is seeing many errors and
an increase in penalties for withholding
agents will be likely. 

IRS penalties for 2022 can be located
here: RP-2021-45 (irs.gov).

IRS Comments:

For the 2021 information reporting season,
the IRS launched an online data integrity
tool, which allows taxpayers to perform a
quality review of data before submitting
the Form 1042-S to the IRS. The IRS also
uses this tool upon receipt of Forms 1042-
S to scan for errors. See IRS announces
new online tool to help U.S. withholding
agents validate their 1042-S data prior to
filing | Internal Revenue Service.

https://www.irs.gov/pub/irs-drop/rp-21-45.pdf
https://www.irs.gov/newsroom/irs-announces-new-online-tool-to-help-us-withholding-agents-validate-their-1042-s-data-prior-to-filing


THINGS TO CONSIDER

Filers should consider utilizing the IRS data
integrity tool or at the very least review filing
data to ensure all of the appropriate fields are
populated.

At a minimum, the following fields should be
completed: unique form identifier and Boxes 1,
2, 3, 7a, 12a, 12b, 12c, 12d, 12f, 12h, 12i, 13a,
13b, 13c, and 13d. Other fields may be required
depending on the nature of the payment.

From a security perspective, ensure that the tax
identification numbers are truncated on
recipient copies but not on the IRS copies. 

In Box 12f (country code) if the withholding
agent is U.S., then filers must enter US even
though this code is not provided on the IRS
country code list. 

Review the year on the Form 1042-S to ensure
that the correct year is utilized, as the IRS
typically releases the next year form type prior
to reporting, confusing some filers. 

Review the Form 1042, Section I to ensure that
the withholding liability is reported and not the
payment amount made to the recipient. 

Form 1042 and Form 1042-S Common Errors:

A list of common errors is provided below. In
response to the IRS comments above, we also
include recommendations to minimize errors:



To properly conduct all types of Form
1099 reporting a recipient’s name and tax
identification number must be collected. 

Where backup withholding is required,
the amount of the backup withholding
must be documented on the Form 945.
This form is sometimes overlooked when
it comes to reporting backup withholding. 

Form 945 and 1099 Common Errors:

Although no official statements have been
made to point to, it appears that notices and
penalties for Form 1099 reporting is also on
the rise. Filers must remember:

Filers can check the recipient's
name and tax identification
number through the use of a
third-party program or a direct
connection with the IRS using the
Name/ TIN matching program.

THINGS TO CONSIDER

Technically speaking if the
information is not on file at time of
payment, then backup withholding at
the rate of 24% should be conducted.

In the case that the information is
provided it is not uncommon that the
name and tax identification number
provided does not match the IRS filing
system.
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