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calendar year. The Form 1042–S required to 
be filed by C for 2016 with respect to the divi-
dend of $100 beneficially owned by Z is re-
quired to show tax withheld of $30 and tax re-
paid of $15 to Z. 

(b) Withholding of additional tax when 
underwithholding occurs. A withholding 
agent that has underwithheld under 
chapter 4 may apply the procedures de-
scribed in § 1.1461–2(b) (by substituting 
the term ‘‘chapter 4’’ for ‘‘chapter 3’’) 
to satisfy its withholding obligations 
under chapter 4 with respect to a payee 
or beneficial owner. 

(c) Effective/applicability date. This 
section applies January 28, 2013. 

[T.D. 9610, 78 FR 5991, Jan. 28, 2013] 

§ 1.1474–3 Withheld tax as credit to 
beneficial owner of income. 

(a) Creditable tax. The entire amount 
of the income, if any, attributable to a 
payment from which tax is required to 
be withheld under chapter 4 (including 
income deemed paid by a withholding 
agent under § 1.1473–1(a)(2)(v)) shall be 
included in gross income in a return re-
quired to be made by the beneficial 
owner of the income, without deduc-
tion for the amount required to be or 
actually withheld, but the amount of 
tax actually withheld shall be allowed 
as a credit against the total income tax 
computed in the beneficial owner’s re-
turn. 

(b) Amounts paid to persons that are 
not the beneficial owners. Amounts actu-
ally deducted and withheld under chap-
ter 4 on payments made to a fiduciary, 
agent, partnership, trust, or inter-
mediary are deemed to have been paid 
by the beneficial owner of the item of 
income or other payment subject to 
withholding under chapter 4, except 
when the fiduciary, agent, partnership, 
trust, or intermediary pays the tax 
from its own funds and does not in turn 
withhold with respect to the payment 
made to such person. Thus, for exam-
ple, if a beneficiary of a trust is subject 
to the taxes imposed by section 1, 2, 3, 
or 11 upon any amount of distributable 
net income or other taxable distribu-
tion received from a foreign trust, the 
part of any amount withheld at source 
under chapter 4 that is properly allo-
cable to the income so taxed to such 
beneficiary shall be credited against 
the amount of the income tax com-

puted upon the beneficiary’s return, 
and any excess shall be refunded to the 
beneficiary in accordance with § 1.1474– 
5 and chapter 65 of the Code. 

(c) Effective/applicability date. This 
section applies January 28, 2013. 

[T.D. 9610, 78 FR 5992, Jan. 28, 2013] 

§ 1.1474–4 Tax paid only once. 
(a) Tax paid. If the tax required to be 

withheld under chapter 4 on a payment 
is paid by the payee, beneficial owner, 
or the withholding agent, it shall not 
be re-collected from any other, regard-
less of the original liability therefor. 
However, this section does not relieve a 
person that was required to, but did 
not, withhold tax from liability for in-
terest or any penalties or additions to 
tax otherwise applicable. 

(b) Effective/applicability date. This 
section applies January 28, 2013. 

[T.D. 9610, 78 FR 5992, Jan. 28, 2013] 

§ 1.1474–5 Refunds or credits. 
(a) Refund and credit—(1) In general. 

Except to the extent otherwise pro-
vided in this section, a refund or credit 
of tax which has actually been with-
held at the source at the time of pay-
ment under chapter 4 shall be made to 
the beneficial owner of the payment to 
which the amount of withheld tax is 
attributable if the beneficial owner or 
payee meets the requirements of this 
paragraph (a) and any other require-
ments that may be required under 
chapter 65. To the extent that the 
amount withheld under chapter 4 is not 
actually withheld at source, but is 
later paid by the withholding agent to 
the IRS, the refund or credit under 
chapter 65 of the Code shall be made to 
the withholding agent to the extent 
the withholding agent provides docu-
mentation with respect to the bene-
ficial owner or payee described in para-
graphs (a)(2) and (3) of this section suf-
ficient for the beneficial owner or 
payee to have obtained a refund of the 
tax and sufficient for the withholding 
agent to have applied a reduced rate or 
exemption from withholding under 
chapter 4. The preceding sentence shall 
not, however, apply to a nonpartici-
pating FFI that is acting as a with-
holding agent with respect to one or 
more of its account holders. In such a 
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case, only the account holders of the 
nonparticipating FFI will be entitled 
to a credit or refund of an amount 
withheld under chapter 4, to the extent 
otherwise allowable under this section. 
Additionally, there are collective re-
fund procedures for a participating FFI 
or reporting Model 1 FFI to claim a re-
fund or credit on behalf of certain di-
rect account holders that are beneficial 
owners of the payment under § 1.1471– 
4(h) (in lieu of such account holders 
claiming refund or credit under this 
paragraph (a)(1)). 

(2) Limitation to refund and credit for a 
nonparticipating FFI. Notwithstanding 
paragraph (a)(1) of this section, a non-
participating FFI (determined as of the 
time of payment) that is the beneficial 
owner of an item of income or other 
payment that is subject to withholding 
under chapter 4 shall not be entitled to 
any credit or refund pursuant to sec-
tion 1474(b)(2) and this section unless it 
is entitled to a reduced rate of tax with 
respect to the income or other pay-
ment by reason of any treaty obliga-
tion of the United States. If the non-
participating FFI is entitled to a re-
duced rate of tax with respect to an 
item of income or other payment by 
reason of any treaty obligation of the 
United States, the amount of any cred-
it or refund with respect to such tax 
shall not exceed the amount of credit 
or refund attributable to such reduc-
tion in rate on the item of income or 
other payment, and no interest other-
wise allowable under section 6611 shall 
be allowed or paid with respect to such 
credit or refund. 

(3) Requirement to provide additional 
documentation for certain beneficial own-
ers—(i) In general. Except as provided in 
paragraph (a)(3)(ii) of this section, no 
refund or credit shall be allowed under 
paragraph (a)(1) of this section to the 
beneficial owner of the income or other 
payment to which the amount of such 
withheld tax was attributable if such 
beneficial owner is an NFFE, unless 
the NFFE attaches to its income tax 
return the information described in 
paragraph (a)(3)(iii) of this section. 

(ii) Claim of reduced withholding under 
an income tax treaty. Paragraph (a)(3)(i) 
of this section does not apply to the ex-
tent that the beneficial owner is enti-
tled to a reduced rate of tax with re-

spect to the income or other payment 
by reason of any treaty obligation of 
the United States. 

(iii) Additional documentation to be 
furnished to the IRS for certain NFFEs. 
The information described in this para-
graph (a)(3)(iii) is— 

(A) A certification that the beneficial 
owner does not have any substantial 
U.S. owners; 

(B) The form described in § 1.1474– 
1(i)(2) relating to each substantial U.S. 
owner of such entity; or 

(C) Other appropriate documentation 
to establish withholding was not re-
quired under chapter 4. 

(b) Tax repaid to payee. For purposes 
of this section and § 1.6414–1, any 
amount of tax withheld under chapter 
4, which, pursuant to § 1.1474–2(a)(1), is 
repaid by the withholding agent to the 
beneficial owner of the income or pay-
ment to which the withheld amount is 
attributable shall be considered as tax 
which, within the meaning of sections 
1474 and 6414, was not actually withheld 
by the withholding agent. 

(c) Effective/applicability date. This 
section applies January 28, 2013. 

[T.D. 9610, 78 FR 5992, Jan. 28, 2013] 

§ 1.1474–6 Coordination of chapter 4 
with other withholding provisions. 

(a) In general. This section coordi-
nates the withholding requirements of 
a withholding agent when a 
withholdable payment or foreign 
passthru payment is subject to with-
holding under both chapter 4 and an-
other Code provision. See § 1.1473–1(a) 
for the definition of withholdable pay-
ment and see § 1.1471–5(h)(2) for the def-
inition of foreign passthru payment. 

(b) Coordination of withholding for 
amounts subject to withholding under sec-
tions 1441, 1442, and 1443—(1) In general. 
In the case of a withholdable payment 
that is both subject to withholding 
under chapter 4 and is an amount sub-
ject to withholding under § 1.1441–2(a), a 
withholding agent may credit the with-
holding applied under chapter 4 against 
its liability for any tax due under sec-
tions 1441, 1442, or 1443. See § 1.1474–1(c) 
and (d) for the income tax return and 
information return reporting require-
ments that apply in the case of a pay-
ment that is a withholdable payment 
subject to withholding under chapter 4 
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