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1042 Set Up

In order to perform 1042-S reporting (Foreign Person’s U.S. Source Income Subject to Withholding) for nonresident aliens, the following steps must be taken PRIOR TO RUNNING ANY PAYROLL IN THE CALENDAR YEAR for those persons.

PXATXCD:

Define the 1042-S tax codes applicable to your institution. Don't forget the password in the Options menu for making tax table changes – the password is “Payroll”.
Positions 1 and 2 must be "FD" 

Positions 3 and 4 must be: 

· 15 (scholarship/fellowship grants) – FD15

· 16 (independent personal services) – FD16

· 17 (dependent personal services) – FD17

· 18 (teaching) – FD18

· 19 (compensation during training) – FD19

· 20 (earnings as an artist or athlete) – FD20

You do not have to establish all of the above tax codes, only the ones you need.

PXAFSTA:
At Tax Code, enter the tax code established in steps 1 and 2 above.

In the Tax Filing Status Block, enter the 2 digit country codes applicable to your institution.

This country code is defined by the U.S. government and identifies an employee’s country for purposes of determining tax treaty benefits.
In the Minimum Year-to-Date Gross field, enter the gross income an employee can earn during the year without being taxed.
*Please refer to IRS regulations for appropriate tax treaty and statutory regulations.*
PTVBDTY:
Create three new type codes (if they do not already exist):
20 Foreign Persons Tax - 1042S reportable
21 Foreign Persons State Tax – 1042S reportable

22 State Treaty Exempted
PXATAXS:
For every combination of Tax Code (PXATXCD) and Filing Status (PXAFSTA), enter the appropriate tax rate or graduated tax table. Follow the following steps on PXATAXS to do this. Don’t forget to enter the password in the Options menu to allow changes – the password is “Payroll”.
Tax Code:

FD_ _

Filing Status:

Country Code

Next Block (CTRL + PAGE DOWN)
Sequence Number 1:

Tab to the Multiply or Add field and select Add

Tab to the Amount field and enter “-2,650” (review this amount in the current tax year’s Publication 15 each year and update if necessary)
Save (F10)
Sequence Number 2:
Tab to the Option Code Field and select 2

Tab to the Multiply or Add Field and select multiply

Tab to the Amount Field and enter the exemption amount for the current tax year ($3,500.00 for 2008 – review this amount each year in the current tax year’s Publication 15 and update if necessary)

Save

Next Block to the Graduated Tax Table and enter in the Single Graduated Tax Table as listed in IRS Publication 15 (Circular E) for the current tax year.

**You will need to take these steps for each Tax Code/Country Code Combination
PTRBDCA:
Define a new benefit/deduction code for each income type your institution expects to use. You will need one benefit/deduction code for each Tax Codes you defined on PXATXCD (e.g., FD15, FD16, etc.).
Model the deductions after your normal federal tax deduction, paying particular attention to the following fields:
· Short Description

· Long Description

· Tax Code (FDXX)
· Deduction Type (20)
· Option Code 1 Title (Country Code)
· Option Code 2 Title (Number of Exemptions)

· Amount Field 1 Title (Additional Withholding)
· Also examine the other blocks on this rule form, especially the Included Deductions,  Excluded Deductions, Excluded Earnings, and Labor Distribution Overrides
PTRBCAT:
Add the newly defined benefit/deduction codes established to all appropriate benefit categories.

PDADEDN:
Assign the newly created benefit/deduction codes to employees as appropriate.
Choose the applicable country code in Option 1, and enter the number of exemptions in Option 2.

To avoid problems, in most cases you will want to have a status of Exempt for the normal federal tax for these employees.

PEAEMPL:
At 1042 Recipient, enter the appropriate code. Valid values are listed in the manual and in Dynamic Help.
*Note, keep this field populated until the 1042-S reporting has been completed for the previous calendar year. Once all reporting has been created, and you wish to change the status of the employee for the new calendar year, then delete any value in the 1042 RECIPIENT field, or change the value.
Other 1042S set up notes:

· Separate tax codes and benefit/deduction codes are required for each income type.

· An employee must be set up with a tax treaty benefit/deduction code, be paid with this code, and have the 1042S field set properly on PEAEMPL in order for Banner to generate a 1042S.

· The I-9 field on PEAEMPL and data on GOAINTL do not affect 1042S processing.
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