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Technology Problems?
(the moderator is speaking now)

Audio is available through your computer only.
There is no call in number.

Make sure your computer sound is not muted.
See Technical Help document posted to “Materials”
on viewing screen for tips and required settings.

Still problems?

— Close & re-launch your player...OR...

— Click gear icon % top right corner of slide
and photo boxes on viewing screen.

— Select “Flash” instead of “HLS.”
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Welcome to Today’s IRS Webinar

Understanding the Form W-4
and How to Use it to Compute
Withholding

[RS
Wendy Jing, Diane McGowan, Alice Jacobsohn,

IRS Tax Forms and IRS Tax Forms and  American Payroll
Publications Publications Association




TOPICS

» 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

Wl

asic Personal Information

Employee's Withholding Certificate

B Complete Form W-4 so that your employer can withheld the cormect federal income tax from your pay,

OMB No. 1543-0074

Dagartmert of e Trasry P Give Form W-4 o your employer,

e Reverue Senice: P Your withholding is subject to review by the IRS.

Stop 1: fa) Frst neme and middle intal Les! rame {0} Soclal securlty number
Enter Hddrass ¥ Does your name match the
Personal e on your 8ocil ecurty

City or town, state, and ZIP code

1e) [ Single or Mared fiing separately
(] Married filing jeinty or Quaiting widowier)

(] Head of housahold (Greck anly  you v nmarie ard pay mors than half

gupah

g nchidual)
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Review of new Form W-4 — Step 2

Multiple Jobs

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

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

or Spouse Do only one of the folowing.

Works [} Use the estimator at www.irs gowW4App for most accurate withholding; or

(b) Use the Multiple Jobs Worksheet on page 3 and enter the resuft in Step dic) below for roughly accwrate withholding; or
(¢) If there are only twa jobs total, you may check this bax. Do the same on Form W-4 for the other job. This option
is accurate for jobs with similar pay; othenwise, more tax than necessary may be withheld . . . »[]
CAUTION: If you have privacy concems, choose () or (b If you and/or your spouse have income from self-
employmant, including as an independent 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 ofher jobs. {Your withholding
wil be most accurata if vou complete Steps 3 throuah 4b) on the Fom W-4 for the highest paying job.)




[
Review of nhew Form W-4 - Step 2

n

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

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
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Review of new Form W-4 — Step 3

Dependents

Stepd Fyourcoms il S200000 or sS40 000 or s lng i

Claim

— Wiy he e of qelfng e nderag 17Dy $20000 §

Wl the rumberof et degendents by 8500 . .. . §

Addthe amounts boveandenter e lotahers L L 5
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Review of new Form W-4 — Step 3

Dependents

« 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.




justments

Review of new Form W-4 — Step 4

Step 4 {a) Other income. If you want tax withheld for other income you expact this year that won't

i 3 have withholding, enter the amount of other income here, This may include interest,
(optional):
Other dividends, and retirement income. You should not include income from any jobs
Adjustments.

(b) Deduetions. If you expect to claim deductions other than the standard deduction
and want to reduce your withholding, use the Deductions Worksheet on page 3 and
enter the result here

() Extra withholding. Enter any additional tax: you want withheld each pay period .

4als

an)s

4o's

to their withholding.

Allows employees to make other adjustments




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

oo ow
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Review of new Form W-4 — Step 5

ignature

Step5: | Under penalies of periury, | deckre that tis cerifate, tothe best of my knowedge and bele is tue, correct, and complet.
Sign

Here ’ ’
Employee's signature (This form is not valid unless you sign t) Date
Employers | Employer's name and address Frstdate of Employer identification
Unhl employment number [EIN)
For Privacy Act and Paperwork Reduction Act Notice, see page 3. Ca No. 102200 o W-d 2020

i
WA'.
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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.




How do I 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.




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-47?

. 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 Q©




Publication 15-T

w!;‘allon 15.T
Federal
Income Tax

Withholding
Methods

Forusoin 2020

Contents
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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.




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.
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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

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

Note. This fustates whal the 2020 procedure could look ke by using the 2019 tax parsmeters. There would be just one procedure for both the
m W-4 from beiore 2020 and new Form W-4. The formatting will change, and some of the details may need 10 be modied siightly to conform to

e el Fom W4
Table 3 [Semi; [ Quarterly [ Monthly _[semi | Biweekly | Weekly | |
2 | & | w2 | =22 | 2 | sz | |
Step1.  Adjust the employec's wage amount

1a Enter the employes's total taxable wages this payroll period fa § 2,000
1 Enter the number of pay periods you have per year (see Table 3) 1o %6
fe Multiply the amount on line 1a by the number o line 1b o §62,000

1fthe employee HAS submitted a Form W-d for 2020 or laer, igure the Adjusted Annual Wage Amount as follows: -
1d_ Enter the amount from Step 4(a) of the employee's Form W-4 1§
1e Addlines cand 1d e 8
1t Enter the amount the w4 i & 0
19, lthe box i Siep 2l Form W4 o checked, ener 0. the box i nct checked, ender $12.600 4 he .

taxpayer 1 marned fiing rointly or 8 400 oth: LI e —

1h Addlines 1fand 1g 1h §_ 52,000

1i Bubtract ine 1h from line e If 260 of less, enter -0~ This is the Adjusted Annual
Wage Amount

lthe employee HAS NOT submitied a Form W-4 for 2020 or later, figure the Adjusted Annual Wage Amount as follows:
1] Enter the number of allowances ciaimed on the employee's most recent Form W-4 5

1k Multiply ine 1] by $4.200 . th §
11 Gubtact e 1k hom e fe. Hzetnu less, mmo Thn i n.eM Aled Anmml s
Wage Amount . 1l




[
Withholding example for automated
ayroll systems (cont’d)

[S1ep 2. Figure the Tentative Withholdin
bae.

ed on the empklyae;ld’us'edlnnml Amount: Hing status (Step 1c) f the 2020 Form W) or martal status (e 3 of
Porm W4 from betore 2020}, and whether the box in Step 2 of 2020 Form W-4 i checked

Neota. Don't use the Head of Househotd table # the Form W4 1 from befors

2a Enter the employee's Adjusted Annual Wage Amount from ine 1i or 11 above 22 s 52,000.00

2b Fn.! rh row in the approprate Annual Percent: lethod table in which the amount on kne 2a is at
[nd e row i thy. apgropriane Aqnus) Percentege Method jable i hich e amours on e 2nn o . 5167500

2¢ ount from column C of that row 2. 5454300
B ke e pentog Lot e of =
2= Subermcs o 2 e o e s
ity e e s e 1 P o >t
S A 2 ¢
T owsia g e o a2 oy e e of pay paiod o i 1. Thi i the Tamadive
Withhatding Amoont e 29 ¥ eV P 2 & 177.48
Percantage Method Tables for Automated Payroll Syateme
Note. This istrates what the 2020 tabies woukd fook ike by ueing the 2015 ta)
e e e
ot e et - o o o R ST e S S S e o
S S LR e e EE o
i Tpm—r—
ot At e ot e amount i At
AR e, e SRR ..
L7 A O et e Mima | [Re D ot e
T . e S
neiener S e 2 | e =
- . : A 5 - -
[P M S
- . —
B
- 3%
s L
s e S
e B B
e & s
B e s




Withholding example for automated
ayroll systems (cont’d

Step3,  Account fortax cedits

Ja. lfthe employee's Form W-4 i from 2020, enter the amount from Steploma orm; ofhenwise |
enter - ... hs v

k] Drrdeh‘beamounlon\nehbyﬁlenwberulpnypenodsonhne b oy s A

% Sublractine 3o from e 2h. K zero or less, entee -0 Ly N4

Stepd,  Figure the final amount to withhold
& Enterthe addtonal amount o wihhold frommeemuoyees FomVH (S1ep d(c] ommmmm o 0
e 6 on earerforms) . s
& Add Imes&cand‘ia This .me amounl towlhhokl from1heem SN thu




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.

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.

. Because it was mandatory to complete.

a.
b.




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

Note. This dustrates what the 2020 procedure could look like by using the 2018 tax parameters

Keep for Your Records m

Tabled | Monthly | Semimonthly | Biweekly Weekly | Daily |

2| x| 2 | = =0 |

Step 1. Adjust the employee’s wage amount

Enter the employes's total taxable wages this payroll period
Enter the number of pay penods you have per year (see Table 4)
Enter the amount from Step 4(a) of the employee's Form W-4
Divide the amaunt on e 1< by the number of pay perods on fne 1b 1d
e AddinesTaand 1d

Enter the amount from Step 4(b) of the employee's Form W-4
Divide the amount on line 11 by the number of pay periods on ine 1b

Sublract kne 1g from bne Te. H zer0 or less, enter 0-, This is the Adjusted Wage Amount




Step2.

Figure the Tentative Withholding Amount

2 Use the amounton ine 1hto look up the tentafive amount to withhold in the appropriate Wage
Bracket Table in this section for your pay frequency, given the employee's iing status and whether
the employee has checked the box in Step 2 of Form W-4. This is the Tentative
Withholding Amount

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

20 § 147

2020 Wage Bracket Method Tables for Manual Payrell 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
Married Filing Jointly

Ifthe Adjusted Wage

Head of Single
Amount (ine 1h) & FormW-4. Step? Form W4, Step 2 Form W-4. Step 2
Standard Chockbox Stamw Checkbox Stancard Chackbex
But less g 3

Atloast than The amount of income tax withheld shall be:
§1,490 §1,500 $118 $198 S $247 $198 $275
$1,500 $1,510 $117 $200 $147 $219 $200 $a17
51510 $1520 $118 5202 3143 $252 w202 3279
§1520 §1530 $119 $204 §151 §254 8204 $282
$1530  §1540 $120 $205 $153 $256 206 $284




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

Step3.  Account for tax credits

3a Enterthe amount from Step 3 of the employee's FornW-d . 39§ 200000
3b Divide the amount on line 3a by the number of pay periods on line 1b w8 38.46
3 Sublract line 3b from line 2a. If z2ro or less, enter 0- .. ... i % S 108.54
Stepd.  Figure the final amount to withhold
da Enter the additonal amourt to withhold from Step 4(c) of the employee's FormW-4 . L@ § 0-
4b Addt\ne§3cmdda ‘This is the amount to withhold from the employee’s wages this ¢ 108 54
payperied o . I




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.




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.
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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
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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 121, please email us:

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