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Welcome to Today’s IRS Webinar

nderstanding the Form W-4
and How to Use it to Compute

Withholding

A
IRS

Wendy Jing, Diane McGowan, Alice Jacobsohn,
IRS Tax Forms and IRS Tax Forms and American Payroll
Publications Publications Association

« Explain the reason for a new design of the W-4
« Explain Steps 1-5 of the 2020 Form W-4
« Explain who must use the 2020 Form W-4

« lllustrate how to complete two of the five
worksheets from Publication 15-T

« Live Q&A

[
2020 Form W-4 — Background

* Tax Cuts and Jobs Act or TCJA or tax reform -
enacted in December of 2017.

« First task was to update forms, instructions, and
publications related to withholding and estimated
taxes.

« Issued the 2018 Form W-4 two months later.

« Include the most critical changes necessary to
comply with new law.




[
2020 Form W-4 — New Design

Primary goals - to provide simplicity, accuracy
and privacy for employees while minimizing
burden for employers and payroll processors.

« Designed to improve the accuracy of employee
withholding amounts.

* No longer uses allowances, tied to the amount of
the personal exemptions claimed.

« The Form is now divided into 5 Steps.

[
Review of new Form W-4 — Step 1

asic Personal Information

w_4 Employee's Withholding Certificate oMM 454078

[

o P Complete Form W-4 so that your employer can vithhold the correct federal income tax from your pay. |~ ~

Dty ¥ Give Form -4 (o your emploer 2020

rerad Revenuz Senice ¥ Your withholding is subject to reviews by the IRS.

Step 1: a) Fist neme ard middle rital Lest rame b} Seclal securty number

Enter Aadress P Dioes your name malch the

Personal ame o0 you sosial securiy
. card? If not. 1o ensure you get

Information Cityor town, siete, and ZIP oode et it

fes (] Single or Married fiing separataly
] Marred fiing jointlyior Qualitying widowier])
(] Head o household (Check ol ou're unmaried and pay o than al e g s ahome e yng indvical)

[
Review of new Form W-4 — Step 2

ultiple Jobs

Complete Steps 2 through 4 ONLY if they apply to you. Ta see if you are exempt from withholding or if you have concerns about
your privacy, see page 2. Everyone must complete Step 5. See instrucfions on page 2

Step 2: Complete this step if you (1) hold more than one job at a time, or (2) are married fiing jointly and your spouse
Multple Jobs also works. The comect amount of withholding depends on incorme eamed from all of these jobs.

or Spouse Da only ane of the following.
Works [a) Usa the estimator at www.irs. gow/W4App for most accurate withholding: or
(b} Use the Multiple Jobs Werksheat on page 3 and enter the result in Step &(c) below for roughly accurate withhalding; or
[¢) i there are only two jobs total, you may check this box. Do the same on Form W-4 for the other job. This option
is accurate for jobs with similar pay; ethenwise, more tax than necessary may bewithheld . . . . . » [J
CAUTION: If you have privacy concems, choose (a) or (b). If you and/or your spouse have income from self-
employment, including as an indapendent contractor, choose (a).

Complete Steps 3 through 4(b) on Form W-4 for only one of these jobs, Leave those steps blank for the other jobs. (Your withholding
il be most accurata if vou complete Staps 3 throuh 4(b on the Form W-4 for the highest paying job.]
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Review of new Form W-4 - Step 2

3 different options —Employees should select only one
of three options to ensure enough withholding.

Option 1: Option 2:
Use the Tax Withholding Use the worksheet on
Estimator page 3

Option 3:

Check the box

[
Review of new Form W-4 — Step 2

cont’d

Option 1

« Use the Tax Withholding Estimator tool.

* The Estimator will compute all the relevant entries for
the Form W-4 for that job.

« The employee/spouse will also have to complete new
Forms W-4 for the other jobs.

Review of new Form W-4 — Step 2

Option 2

« Complete the Multiple Jobs Worksheet on page 3 to
determine an amount to include in Step 4(c) of the
Form W-4.

« The employee or spouse must complete new Forms
W-4 for the other jobs as well.




Review of new Form W-4 — Step 2

Option 3

« If the employee (and spouse together, if applicable)
has only two jobs, the employee/spouse may check
the box on a Form W-4 for each job to have tax
withheld at higher rates so there will be enough
withholding.

Polling Question

In Step 2, how many of the 3 available options
can employees take?

a. Only one of the three options

b. Two of the three options

C. All three of the options

d. Can choose not to take any of the options

[
Review of new Form W-4 — Step 3

ependents

Slepd: fyourPoome il b S0 00 o s ($40000o s mrie gty
Claim

Dep Bty e e of ufing ik ncr 2 17y S2.0000 §

ol the rumber o cerdegendertsy 50 . . . 0§
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Review of new Form W-4 — Step 3

» Allows employees to reduce withholding for child and
dependent credits and other tax credits.

» Employees can calculate the child and dependent
credits on the face of the form and add other credits to
the total.

Review of new Form W-4 — Step 4

justments
Stepd (a) Other income. If you want tax withheld for ather income you expact this year that won't
i : iave withholding, enter the amount of other income hers. This may include interes
(optionall: have withhokdi r 1 oth here, Thi Jude interest
Othet dividends, and refirement income, You should not include income from anyjobs . . [4fa) S
Adjustments

(b) Deducticns. If you expect to claim deductions other than the stendard deduction
and want to reduce your withholding, use the Deductions Worksheet on page 3 and
entar the result hera R L 4fb)

(¢} Extra withholding. Enter any additional tax you wanit withheld each pay period de) &

Allows employees to make other adjustments
to their withholding.

[
Review of new Form W-4 — Step 4

« Allows employees to have income tax withheld for
other income that normally doesn’t have withholding,
such as certain investment income and retirement
income.




Review of new Form W-4 — Step 4

< Allows employees to have their employers reduce
withholding for itemized deductions (less the
standard deduction) and/or adjustments to income
(from Form 1040 Schedule 1).

« Employees complete the Deductions Worksheet on
page 3 and enter the result in Step 4b.

Review of new Form W-4 — Step 4

« Allows employees to have their employers increase
withholding per pay period.

¢ This is like line 6 on the 2019 Form W-4.

[
Review of new Form W-4 — Step 4

« Employees can enter the amount the Tax
Withholding Estimator directs them to enter in Step
4c.

« Employees can enter the amount from the Multiple
Jobs Worksheet on page 3 in Step 4c.

« Employees can enter an amount of extra withholding
to get a refund or cover other income.




Review of new Form W-4

below Step 4(c

« Employees eligible to claim exemption from withholding
enter “Exempt” in the space below Step 4(c).

« Also, non-resident alien (NRA) employees subject to
the special rules described in Notice 1392 enter “NRA”
in the space below Step 4(c).

Review of new Form W-4

additional details on Steps 3 and 4

« Generally, employees may complete Steps 3 and 4 to
further adjust their withholding but are NOT required
to.

« If the employee (and spouse together, if applicable)
has more than one job it’s best to put all adjustments
for Steps 3 and 4 on the Form W-4 for the highest
paying job to allow adjustments to be made at the
highest tax rates.

Polling Question

Carolyn and her spouse both have one job. Carolyn's
annual wages are $80,000 and her spouse has annual
wages of $65,000. They have 2 dependents. What
steps should Carolyn complete on her Form W-4 to
ensure the most accurate withholding?

. Steps 1,2,and 5
. Steps 1,3,and 5
Steps 1and 5

. Steps 1 through 5

o0 oTW
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Review of new Form W-4 — Step 5

ignature

StEp 5 Under penalties of perjury, | declare that this oerificate, to the best of my knowledge and belief, s true, comect, and complste,

Sign
Here ' ’
Employee’s signature (This form is not valid unless you sign it) Date
Empluyefs Employer's name and address Firstdate of Employer identficaion
0I‘||}' ‘employment number (EIN)
For Privacy Act and Paperwork Reduction Act Notice, see page 3. Cat. No. 102200 Fom W-4 2220y

i
¥4y

[
Review of new Form W-4 — Step 5

Signature

* The signature area includes the penalties of perjury
statement.

* Everyone must complete Step 5 or the Form W-4 isn’t
valid and the employer will apply the default
withholding rule.

Must every employee submit a
2020 Form W-4?

* No. ’

— Employees who have submitted Form W-4 in any
year before 2020 are not required to submit a new
form merely because of the redesign. Employers
will continue to figure withholding based on the
information from the employee's most recently
submitted Form W-4.

* However, all newly hired employees in 2020 must use
the redesigned form. Similarly, any employees hired
prior to 2020 who wish to adjust their withholding in
2020 must use the redesigned form.




Can | require all of my employees
to submit a 2020 Form W-4?

* No.

— While you may ask your employees hired before
2020 to submit new Forms W-4 using the
redesigned version of the form, you should explain
to them that they aren't required to do this and if
they don't submit a new Form W-4, withholding will
continue based on a valid Form W-4 previously
submitted.

What happens if a new employee
doesn’t submit a 2020 Form W-4?

* New employees hired in 2020 who fail to submit a
Form W-4 will be treated as a single filer with no other
adjustments.

* This means that the employer will determine
withholding based only on a single filer's standard
deduction with no other entries.

[T
How do | figure 2020
federal income tax withholding?

You will use the information provided on your
employee’s Form W-4 and the federal income
tax withholding worksheets and tables in
Publication 15-T to figure federal income tax
withholding.

10



Polling Question

an an employer require all of their employees
with a Form W-4 from before 2020 to submit a
new 2020 Form W-4?

. Yes, because the new 2020 Form W-4 is
mandatory.

. Yes, because it will be easier to have all
employees under one system.

. Yes, because their old W-4 is no longer valid.

. No. It is not required.

o0 T QO

Publication 15-T semem o

Publication 15.T

Federal
Income Tax
Withholding
Methods

Publication 15-T

Includes separate computations based on:

* The method of withholding (Percentage or
Wage Bracket Method),

* Payroll system (automated or manual); and

* Whether the Form W-4 is a 2020 form or a
prior year form.

11



Withholding example for automated
ayroll systems

* Sophie is a new employee who submitted a
2020 Form W-4 when she was hired.

*® In Step 1 of her Form W-4, she selected
“Married filing jointly” as her filing status.

* Sophie also completed Step 2 of Form W-4
because her spouse works. She checked the
box in Step 2.

Withholding example for automated
ayroll systems (cont’d

® Sophie did not complete Steps 3 and 4.

* Sophie’s wages are $2,000 biweekly.

Withholding example for automated
ayroll systems (cont’d

fWorksheet 1. Employer's Withholding Worksheet for
Percentage Method Tables for Automated Payroll Systems Keep for Your Records

tote. T hstraes whay the 2020 pracedies could ook ik by using the 2019 tax parameters There would be st onie procedh
Form Wt from befors 2020 and new Farm W4 The farmating wil Shang, and 2o of e detats may need 18 be modihed Sghiy 1o cantorm ta

e for both the

the fal Form Wot,

Tabile 3 [Semi; | Quarterty | Montnly | Biweekty | wWeekty | Daiy
2 | & | 24 % | =2 | ez
Swopl.  Adjust the smployss's wage amount
1o Enter the employee’s folal taxable wages this payrall period 1 & 2,000
1h Enter the number af pay periods you have per year (see Table 3) b 26
1c. Whuiphy the amount ar ine 12 by the number an fine 1h 1 & 52,000
Hithe emplayee HAS submtted a Form W-4 for 2020 o kater, igure the Adusted Annusl Wage Amount a3 follows:
1d Enter the amaunt from Siep 4(a) of the emplayee’s Form W-4 1d & 0
e Addlines 1cand 1d 1e 5 52,000
11 Enter the amount from Step 4{b) of the employee's Form W4 W 5__-0-
19 1 the box in Step 2 of Form W4 i checksd, enter -0-_ M the b is not ehecked, sntor $12,600 f the i @
faxpayer is marned Hing fointly o 58400 ciherwze 19
1h  Add hnes 1fand 1g h § -0-
i Gubacting 1 rom i 10,2000 or s, e 0. This 4 1o Acfvated Annusl . & 52000

Hthe employee HAS NOT submitted  Form W4 for 2020 or later, igure the Adusted Anrusl Wage Amount as follows:
1] Enter the number of allowances claimed on the employes's most recent Form W-4 .. e )
1k Multiply Sne 1] by $4,200 1k &
11 Subtract line 1k from kne 1c. B zero or less, enter -0-. This is the Adjusted Annual
Wage Amount 1 &

12



Withholding example for automated
ayroll systems (cont’d

Brep 2. | Figure the Tontative Withholding Ameoun
[ e o 1 st (1ep 1) th 2020 o W-4) or st s (e 3
B I A s IO, P R e
Rt Bor om e Viemd o Hosse bt 1 Foren M4 o ore 203
20 Enterihe empioyes's Adjusied Annual Wage Amount rom ine 1ior 1l abave 22 55200000
20 Faet v e appropeai Antst Pecentege Mathoa abie 1 hich e s on i 20 o
T e A R SR 2R S R R R A 5167500
. + 454300
24 En ' ot row
2
2 W 20 by e pevcriage on e 24 <
2 A fre e
> pudenan L 2 by the s of pay periods on e 1. Thie b e Tontmtive
e v e pay peri 177.48
Percentage Method Tables for Automated Payroll Systems
Note. This uswates what ine 2020 tables would ook ke by using e 2019 tax parametera
e T

For
(s these 1 Formm W4 13 rom S020 or arcr A the Dox 1 S1ep 2 of
18 checea)

it

Step3.

Stepd.

Withholding example for automated
ayroll systems (cont’d

Accountfor tax credits
k] Imeeanp\oyeesForrnW%hwEm enter he amaurt rom Slephfthallurm othenwise Wi b 0
enter . -
3 Divde the amourton ine 3a b menu'nberofoaypenodson\nelb .................... 35 § -0
% Subiractine b rom e 2h. 20 orless erter - T y M4
Figure the final amount to withhold
da. Enfer the addbonal amount o wikhold hom the employee’s Form W4 [SIep((c olmezmiormor 0
fing 6 on earfer forms) . o
& Addlnes dcandda. Thuulheamunﬂowrlhhold humlheem W tms
payperod ........ plwee ages e b § M4
§

Y

aYa)

Polling Question

In the previous example, Sophie completed Step 2 of her
Form W-4. Why would she complete Step 2 of the 2020
Form W-4 and what is the effect on her withholding?

. Because she has a dependent and this will reduce her
withholding.

a
b. Because she is married filing jointly and has a spouse
who works. This will result in higher withholding.

Because she wants a specified extra amount withheld from
each paycheck.

d. Because it was mandatory to complete.

o

13



Withholding example for manual payroll systems
using the Wage Bracket Method

Logan is a new employee who submitted a
2020 Form W-4 when he was hired.

® In Step 1 of his Form W-4, he selected “Head
of household” as his filing status.

* Step 2 was not applicable to Logan.

* Logan completed Step 3 and the total for Step
3 was $2,000.

* Logan did not complete Step 4.
* Logan’s wages are $1,500 weekly.

Withholding example for manual payroll systems
using the Wage Bracket Method (cont’d)

Worksheet 2. Employer’s Withholding Worksheet for Wage

Method Tables for Manual Payroll Systems With m
Forms W-4 From 2020 or Later Keep for Your Records

Note. This iflustrates what the 2020 procedure could look like by using the 2019 tax parameters.

Table 4 Monthly | Semimonthly | Biweekly Weekly Daily |
2 | 24 2 | 52 | 260 ]

Step 1.  Adjust the employee’s wage amount

|
2020 Wage Bracket Method Tables for Manual Payroll Systems With Forms W-4 From 2020 or Later

Note. This ilustrates what the 2020 tables would look Fke by using the 2019 tax parameters.
WEEKLY Payroll Period

1a Ener the employee's total taxable wages this payroll period 1a § 1500
1t Enter the number of pay periods you have per year (see Table 4) b 52
1c  Enterthe amount from Step 4{a) of the employee's Form W-4. e § 0.
1d  Drvide the amount on kne 1c by the number of pay penods on lne 1b. 1 $ 0.
Te Addines Taand 1d 1e § 1,500
1§ Enter the amount from Step 4(b) of the employee's Form W-4 w $ 0
1g Divide the amount on line 11 by the number of pay periods on ine 1b B 19 § 0-
1h  Sublract kne 1g from line Te. If 2ero or less, enter -0-. This is the Adjusted Wage Amount m & 1,500
Withholding example for manual payroll systems
using the Wage Bracket Method (cont’d)
Step2.  Figure the Tentative Withholding Amount
2a  Use the amount on line 1h ta look up the tentative amount to withhold in the appropriate Wage
Bracket Table in this section for your pay frequency, given the employee's filing status and whether
the employee has checked the box in Step 2 of Form W-4. This is the Tentative
Withholding Amount 20 § 147

Ifthe Adjusted Wage [ Morried Filing Jointly Head of Household Single
Amount (line 1h) is Form W-4, Step 2 FormW-£, Step2 FormW-4, Step 2,
Standard Chackbox Standard Chockbox Standard Chackbox
Butless | "ilhotding  wittholding | wilhhokding g g
Atleast than The amount of income tax wittheld shall be:
§1490  §1500 8116 $198 S14 $247 $1%8 $275
§1,500 §1510 s117 $200 §147 $249 $200 $217
§1,510 §1,520 $118 3202 $149 $252 3202 3279
§1.520  §1,530 $119 $204 §151 $254 204 5282
§1,530 §1,540 $120 $208 §153 $256 3208 3284

14



Withholding example for manual payroll systems
using the Wage Bracket Method (cont’d)

Step3.

Stepd.

Account for tax credits

3a Enterthe amount from Step 3 of the employee’s FormW-4 w8 2,000.00
3b Divide the amount on line 3a by the number of pay periods online b ...................... 3 § 38.46
3¢ Subiract ine 3b from line 2a. If zero or less, enter -0~ . % S 108 54

Figure the final amount to withhold

4a  Enter the additional amount to withhold from Step 4(c) of the employee's FomW-4 ........ 4 § 0
4b  Add lines 3c and 4a. This is the amount to withhold from the employee’s wages this 108.54
pay period ... . . L b 8 :
—

IRS.gov Resources

* About Form W-4 Page

* Tax Withholding Estimator
* Pub 505, Tax Withholding and Estimated Tax

® Pub 15-T, Federal Income Tax Withholding
Methods

Pub 15 (Circular E), Employer's Tax Guide

Key Points

* No longer uses allowances which have been
tied to the amount of the personal exemptions.

® The Form is now divided into 5 Steps.

Steps 1 & 5 must be completed to be valid

Only newly hired employees in 2020 or any
employee hired prior to 2020 who wish to
adjust their withholding in 2020 must use the
redesigned form.

15



Key Points

* There are five worksheets in Publication 15-T.

* Publication 15-T includes separate
computations based on the method of
withholding (Percentage or Wage Bracket
Method), Payroll system (automated or
manual); and Whether the Form W-4 is a 2020
form or a prior year form.

Upcoming Webinars

* For information on future webinars,
visit IRS.gov and use keyword search
“webinars.”

* Visit the IRS Video Portal for a variety
of video and audio topics.

* www.irsvideos.gov

Certificates & Continuing Education

¢ Certificates of Completion will be emailed
within the next few weeks.

* If you are eligible for Continuing Education
from the IRS, the credit will be posted in
your PTIN account.

* If you have not received your certificate and/or
credit by November 12th, please email us:

CL.SL.Web.Conference.Team@IRS.gov

16
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