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Legal Disclaimer

* This presentation is for general information
purposes only, and should not be used as a
substitute for consultation with professional
advisors.

= This presentation is not intended to be used, and it
cannot be used, for the purpose of avoiding U.S.
federal, state or local tax penalties.
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Reasons for Changing
the Form W-4



Reasons for Changing the W-4

= Tax Cuts and Jobs Act

Tax rates were (mostly) reduced

The standard deduction was essentially doubled (making
itemizing less likely)

State and Local Tax Deductions were capped at $10,000
(making itemizing even less likely)

The personal exemption was eliminated (this is probably the
biggest reason for the updated W-4)

The child tax credit was doubled (From $1,000 to $2,000) and
the phase out was nearly quadrupled (From 110k to 400k-
married)




Main Goals of the IRS with the New W-4

= Move away from an allowance system that is tied to
the personal exemption (which was repealed)

* To provide a more simplistic approach in estimating
a withholding amount (that’s up for debate)

» Make withholding more accurate

» This could be good and bad — many people rely on a tax refund,
and redesigning the W-4 to make withholding more accurate
could drastically reduce refunds by more closely matching
withholding to actual tax liability.

= Avoid a “doubling up” of the standard
deduction/child tax credit, etc. — comprehensive

example of this later



Overview of the Revised
Form W-4



w_4 Employee’s Withholding Certificate OME Ho. 1545-0074
Form meFmHmMMIWGmmmﬂmmm“mmemmm
Dspartmart of tha Treasury * Give Form W-4 to your employer. 2@20
Intemal Revenua Sarvica * Your withholding is subject to review by the IRS.
Step 1: o} First nam and middls irdtial Last name [b] Social security number
Enter
MAddress match
Personal %ﬁ“ﬂn’u;wmmﬁdlmm
Information ¢ not, ta ensLTE you 9o
City or town, stabs, and ZIP code ﬁ'" mﬂph
WSS JOV.
e} [ Single or Married filing ssparately
[ Married filing jointly o= Cualifying widowfer])
] Head of housshold [Check anly if you're unmarmied and pay mons than half the costs of keeping up a hame for yourssi and a qualifying individual )

Complete Steps 24 OMLY if they apply to you; otherwise, skip to Step 5. S=e page 2 for more information on each step, who can
claim exemption from withholding, when to use the online estimator, and privacy.

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

or Spouse Do only ene of the following.

Works (a) Use the astimator at www.irs.gow/W4App for most accurate withholding for thiz step (and Steps 3-4); or

(b} Use the Muliple Jobs Wiorkshest on page 3 and enter the result in Step 4(c) below for roughly sccurate withholding; or
(c) K 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; otherwise, more tax than necessarymay bewithheld . . . . . &[]

TIP: To be accurate, submit a 2020 Form W-4 for all other jobs. If you (or your spouss) have self-employment
income, including as an independent contractor, use the estimator.

Complete Steps 3—4{b) on Form W-4 for only ONE of these jobs. Leave those steps blank for the other jobs. [Your withholding will
b= most accurate if you complets Steps 3—-4{b) on the Form W-4 for the highest paying job.)

Step 3: If your income will ba $200,000 or less ($400,000 or less if mamiad filing jointhy):
'g:p': jent Muitiply the number of gualifying children under age 17 by $2,000 & $
Multiply tha numbsr of other dependents by $500 . . . . B §
Add the amounts above and enterthe totalhere . . . . . . . . . . . . . 3 (s
Step 4 (a) Other income (not from jobs). If you want tax withheld for other income you expect
(optional): this year that won't have withholding, enter the amount of other income here. Th:amay
ot include interest, dividends, and retirement income . . . . . . . 4{a) |§
Adjustments
[b) Deductions. If you expect to claim deductions other than the standard deduction
and want to reduce your wrtH'H:lchrlg usa the Deductions Workshest on page 3 and
enter the result here . . . e R
{c) Extra withholding. Enter any additional tax you want withheld sach pay period . |4{c) |$
Step 5 Under penalties of parjury, | declare thet this certificate, to the best of my knowledge end belisf, is true, comect, and complete.
Sign
Hare ’ ’
Employee's signature [This form is not valid unless you sign it) Date
Employers | Employer's name and address First date of Employer identification
Only employmeant nurmber (EIN]

For Privacy Act and Paperwork Reducfion Act Notice, see page 3. Cat. Na. 102200 Form W=4 2000



STEP 1: Employee Info

(a) First name and middle initial Last name (b) Social security number
Step 1:
Enter
Address » Does your hame match the
Personal name on your social security
. card? If not, to ensure you get
Information City or town, state, and ZIP code credit for your earnings, contact
SSA at 800-772-1213 or go to
WWW.SSa.gov.

(c) D Single or Married filing separately
D Married filing jointly (or Qualifying widow(er))

D Head of household (Check only if you’re unmarried and pay more than half the costs of keeping up a home for yourself and a qualifying individual.)

= We now enter the expected filing status
rather than a marital status (which means
Head of household is now an option)

* This step is mandatory



Step 2 — Multiple Jobs or Spouse Works

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

or Spouse Do only one of the following.

Works (a) Use the estimator at www.irs.gov/W4App for most accurate withholding for this step (and Steps 3-4); or

(b) Use the Multiple Jobs Worksheet on page 3 and enter the result in Step 4(c) below for roughly accurate withholding; or

(c) If 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; otherwise, more tax than necessary may be withheld . . . . . » []

TIP: To be accurate, submit a 2020 Form W-4 for all other jobs. If you (or your spouse) have self-employment
income, including as an independent contractor, use the estimator.

Complete Steps 3-4(b) on Form W-4 for only ONE of these jobs. Leave those steps blank for the other jobs. (Your withholding will
be most accurate if you complete Steps 3-4(b) on the Form W-4 for the highest paying job.)

= |f the employee works multiple jobs, or if the
employee is married and his/her spouse also has
earnings, there will likely need to be additional

withholding.



3 Methods to account for additional wage income

1. Have the employee go to www.irs.gov/W4App

* The link provided will ask the employee a series of
guestions/inputs

It will walk the employee through their YTD payroll, YTD
withholding, etc.

It will also walk the employee through anticipating credits for
child tax credit, etc.

- Note: this is an IRS tool so it is not quite as simple as turbo
tax — for example, when the box is checked that the
employee wants to calculate credits such as the child tax
credit, they will be bombarded with lots of other credits that
may not necessarily apply (Foreign Tax Credit, Alternative
Minimum Tax Credit, etc.)

» The tool will then output the specific changes to the W-4




3 Methods to account for additional wage income

2. Use the Multiple Jobs Worksheet included with the
W-4 (probably everyone’s least favorite method)

« This method uses a worksheet and a chart to calculate a

weighted average additional withholding amount based on the
annual salary of the two jobs

e Ultimately it computes the additional withholding amount
necessary to provide to the employer of the highest paying job.



3 Methods to account for additional wage income

3. Checking the box

e | am assuming this will be the most common approach for
those that choose to complete Step 2.

 This does disclose to the employer that there are multiple jobs
In the household which could cause privacy concerns to
employees.

 The larger the difference between the pay in the two jobs, the
larger the over-withholding will be. This option is pretty
accurate if both jobs are relatively similar in pay, and the
employee is taking the standard deduction. If one job pays
significantly better than the other, if the checkbox is used at
both jobs, the employee will be significantly over-withheld.



Step 3 — Claim Dependents

= This step accounts for the increased child tax credit
and credit for other dependents

= The credit phases out at $200,000 single and
$400,000 joint. The form is set up such that the
credit(s) should only be claimed on one W-4
(whether married or multiple jobs)

= Only one W-4 claiming the credit per tax return in
order to avoid under withholding

Step 3: If your income will be $200,000 or less ($400,000 or less if married filing jointly):
Claim

: o . >
Dependents Multiply the number of qualifying children under age 17 by $2,000 > $

Multiply the number of other dependents by $500 . . . . » $

Add the amounts above and enter the totalhere . . . . . . . . . . . . . 3 %




Step 4 — Other Adjustments

Step 4 (a) Other income (not from jobs). If you want tax withheld for other income you expect
(optional): this year that won’t have withholding, enter the amount of other income here. This may

Other include interest, dividends, and retirementincome . . . . . . . . . . . . |4@)|$
Adjustments

(b) Deductions. 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
entertheresulthere . . . . . . . . . . . . . . . . . . . . . 4b%

(c¢) Extra withholding. Enter any additional tax you want withheld each pay period . |4(c)|$




Step 4 — Other Adjustments

= Line 4a —this is where employees will put other
sources of income that won’t have withholding.

* Privacy Concerns — employees may not want an employer to
know that they have additional sources of revenue (side gigs,
Investment income, etc.)

« The tables will only take into account income tax — so if the
employees additional income on line 4a is from self-employment
Income, any self-employment tax will be unaccounted for

= Line 4b —this is where the employee can plan for
itemizing deductions, making IRA contributions, and
accounting for student loan interest deductions.

 There is a worksheet to help compute this line and compare the
expected deductions to the standard deduction



Step 5 — Sign Here

* Employee Signature
= This step is also mandatory.

* Only mandatory steps for a valid W-4 are Step 1 and
Step 5

» The IRS specifically noted in their announcement
regarding the release of the Final W-4 that it is not
accurate to say that steps 2-4 are “optional” —they
are required if there is an adjustment only




What do | need to know
when talking to
employees?



. USING.YOUR 2019 W-4 IN
20202

1 T00 LIKE TO LIVE
DANGEROUSLY}

e @



Talking to Employees

= \What's the bare minimum that | need to fill out?

o Simply filling out Steps 1 & 5 is the bare minimum, but know that
the withholding that results will be based on the full standard
deduction being applied to this wage as well as the tax rates for
the selected filing status with no other adjustments. This could
cause under withholding.

= Does everyone now need to fill out a new W-4 in
20207

« No - The IRS is encouraging employers to let employees know
that the new W-4 is available for the 2020 tax year, but it is not
mandatory to complete one. The withholding worksheets allow
old W-4’s to be used. All W-4’s submitted in 2020 whether it's a
new employee or an employee updating his/her withholding
must use the new W-4



Talking to Employees

» Can | ask that every employee fill out a new W-4?

 No — employees can still rely on their 2019 and earlier W-4. You
are encouraged to inform employees of the new W-4, but you
can’t demand they fill out new ones.
= Can employees still claim “Exempt” on their W-4?
e Yes — They will simply write “EXEMPT” above the line
separating Steps 4 & 5.
* Does writing “Exempt” on the W-4 make an
employee exempt from tax?

* No - It exempts employees from income tax withholding, but it
does not exempt them from U.S. Individual Income Tax on those
earnings.



Talking to Employees

= \What about non-resident aliens?

» If the employee is a non-resident alien, they should write “NRA”
above the line separating Steps 4 & 5. This subjects the
employee to a different income tax withholding regime.

* There are multiple jobs in my household, how do |
coordinate the W-4's between those jobs.

» Itis a best practice to make the adjustments in Steps 3 & 4 on
the highest paying job only.

* What is the simplest way to fill out the W-4 so that
I’'m not under withheld, but I don’t have to do a lot of
math figuring it out.

 If there are two jobs in the household, simply filling out Step 1 &
5 and checking the box in Step 2 on both W-4's is likely the
simplest solution.



Talking to Employees

= So if | put my name on it and do nothing else, that’s
the same as an old W-4 claiming zero, right?

 No — a married person who only puts their name on the W-4 and
signs it, is in the same boat as an old W-4 claiming “Married -3”
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Examples



Example #1

» Biff and Judy are married with no children. They
both earn $50,000 and expect to file a joint tax
return.

= Biff and Judy always claim the standard deduction
on their tax return.

= Biff and Judy both submit a 2020 Form W-4 where
they both simply fill out Step 1, and sign in Step 5.



Example #1 — Withholding Calc

= Step 1 - Come up with an adjusted wage amount
= Worksheet #1 from the Pub 15-T

Step 1.  Adjust the employee’s wage amount 1923.08
1a Enter the employee’s total taxable wages this payroll period . ... ... ... . ... ... ... ......... 1a T
1b Enter the number of pay periods you have peryear(see Table3) .. ... ... . .. ... ... ... . ....... 1b 26
1¢  Multiply the amount on line 1a by the numberonlineib ... . ... ... . ... . . ... ... . ... . ........ 1c § 50,000
If the employee HAS submitted a Form W-4 for 2020 or later, figure the Adjusted Annual Wage Amount as follows: 0
1d Enter the amount from Step 4(a) of the employee's FormW-4 . . .. ... .. ... ... . . .. ........ 1id $
1le Addlines1cand 1d ... ... ... ... .. 1e S 50,000
1t Enter the amount from Step 4(b) of the employee's FormW-4 .. . ... ... . ... .. ... .. . ........ 1 $ 0
1g Ifthe box in Step 2 of Form W-4 is checked, enter -0-. If the box is not checked, enter $12,900 if the 12,900
taxpayer is married filing jointly or $8,600 otherwise .. ... ... ... ... .. . ... ... 1g $
Th Addlines 1fand 19 . ... ih $ 12,900
1i  Subtractline 1h from line 1e. If zero or less, enter -0-. This is the Adjusted Annual _ 37100
Wage Amount . . . . i $ ’




Withholding Table

STANDARD Withholding Rate Schedules
(Use these if the Form W-4 is from 2019 or earlier, or if the Form W-4 is
from 2020 or later and the box in Step 2 of Form W-4 is hecked}
e e o
s The _ amnun_t that
tentative the Adjusted |
Butless amount to Plus this Annual Wage
At least— than— withhold is: percentage— exceeds—
A B C D E
Married Filing Jointly

$0 $11,900 $0.00 0% $0
$11,900 $31,650 $0.00 10% $11,900
$31,650 $92,150 $1,975.00 12% I $31,650
: : ,£39. o $92,150
$182,950 $338,500  $29,211.00 24% $182,950
$338,500 $426,600  $66,543.00 32% $338,500
$426,600 $633,950  $94,735.00 35% $426,600
$633,950 $167,307.50 37% $633,950




Example #1 — Withholding Calc

Step 2.  Figure the Tentative Withholding Amount

based on the emplo gee s Adjusted Annual Wage Amount; filing status (Ftep 1(c) of the 2020 Form W-4) or marital status (line 3 of
Form W-4 from 2019 or earlier); and whether the box in Step 2 of 2020 Form W-4 is checked.

Note. Don't use the Head of Household table if the Form W-4 is from 2019 or earlier.

2a Enter the employee's Adjusted Annual Wage Amount from line lior1labove .. ... ............ oa $ 37,100

2b Find the row in the appropriate Annual Percentage Method table in which the amount on line 2a is at
least the amount in column A but less than the amount in column B, then enter here the amount from

column Aofthat row . . . .. . 2b $ 31,650
2c Enterthe amount from column C of thatrow . ...... ... ... ... .. .. ... . ... ... . ... .. oc $ 1,975
2d Enterthe percentage from column D ofthatrow ... ... . ... .. ... . ... ... ... 2d 12 %
2e Subtractline2bfromline 2a . ... ... ... ... ... % $ 5,450
2f Multiply the amount on line 2e by the percentageonline2d ... ... .. ... ... ... . ... . .. ........ o $
29 Addlines2cand2f . ...... ... o9 $ 2,629
2h Divide the amount on line 2g by the number of pay periods on line 1b. This is the Tentative 101.12
Withholding Amount . . .. . . 2h $
Step 3. Account for tax credits
3a If the employee's Form W-4 is from 2020, enter the amount from Step 3 of that form; otherwise 0
eNter-0- L e e e 3a $
3b Divide the amount on line 3a by the number of pay periodsonline1b ... ... .. ... ... . ... ....... 3p $ v
3c Subtractline 3b fromline 2h. If zeroorless,enter-0- . ... ... ... .. .. . . . ... ... 3¢ $ 0
Step 4. Figure the final amount to withhold
4a Enter the additional amount to withhold from the employee’s Form W-4 (Step 4(c) of the 2020 form or 0
line6onearlier forms) . ... ... 4a $
4b Add lines 3¢ and 4a. This is the amount to withhold from the employee’s wages this 101.12
Pay period . . a $




Example #1 - Results

= Biff and Judy will both have $2,629 of withholding
on their combined wages.

= This will be the results of their tax return:

* Adjusted Gross Income — 100,000
e Less :Standard Deduction — (24,800)
« Taxable Income - 75,200
e Tax (from 2020 tables) - 8,629
 Wage withholding - 5,258
« BALANCE DUE - 3,371



Example #1 — What happened?

= Because neither Biff nor Judy accounted for the
other’s wages, the withholding tables allowed the
full standard deduction for both of them.

o $24,800 of erroneous standard deduction times their marginal
rate = $24,800 * .12 = $2,976

 PLUS - both of their withholdings accounted for the entire 10%
(lowest) bracket ($19,751 *.02 = $395)

o $2,928 in under withholding from the standard deduction plus
$395 of under withholding from double dipping in the lower
marginal bracket = $3,371 (the same amount as the
underpayment)



An Old Problem Made Worse

* This scenario is not unique to 2020. We have
actually been struggling with this scenario for years.

= However, under the old tax law, the standard
deduction for a married couple was only $12,000 —

 Incorrectly filled out W-4’s only had withholding missing on
$12,000 instead of $24,000



Example #2

= Same scenario except Biff and Judy both check the
box in Step 2.



Example #2 — Calc Adjusted Annual Wage

Step1. Adjust the employee’s wage amount

1a
1b
1c

Enter the employee’s total taxable wages this payroll period . . ... .. ... . ... . .. ... ... 1a
Enter the number of pay periods you have peryear(seeTable 3) ......... ... ... ... ... . ..... 1b
Multiply the amount on line 1a by the numberonlinetb .. ... ... ... . . .. . . . . 1c

If the employee HAS submitted a Form W-4 for 2020 or later, figure the Adjusted Annual Wage Amount as follows:

1d
1e
1f

1g

1h
1i

Enter the amount from Step 4(a) of the employee's FormW-4 . . . ... ... .. ... . ... ... .. .. .... 1d
Addlines Tcand 1d . . .. .. .o 1e
Enter the amount from Step 4(b) of the employee's FormW-4 . .. ... .. ... . .. .. ... ... . ...... 1f
If the box in Step 2 of Form W-4 is checked, enter -0-. If the box is not checked, enter $12,900 if the
taxpayer is married filing jointly or $8,600 otherwise .. ... ... ... .. 1g
Addlines 1fand 1g . ... .. e 1h
Subtract line 1h from line 1e. If zero or less, enter -0-. This is the Adjusted Annual _
Wage Amount . . . ... 1i

1,923.08

26

50,000

€ |€h |en  |eh |6 |

50,000




Withholding Table

Form W-4, Step 2, Checkbox, Withholding Rate Schedules
(Use these if the Form W-4 is from 0 or later and the box in Step 2 of
Form W checked)
e ) o th
is: The . amuun.t that
tentative the Adjusted
Butless amountto Plus this Annual Wage
At least— than— withhold is: percentage— exceeds—
A B C D E
Married Filing Jointly
$0 $12,400 $0.00 0% $0
109 $12,400
$22,275 $52,525 $987.50 12% $22,275
$52,525 $97,925 $4,617.50 22% $52,525
$97,925 $175,700  $14,605.50 24% $97,925
$175,700 $219,750  $33,271.50 32% $175,700
$219,750 $323,425  $47,367.50 35% $219,750
$323,425 $83,653.75 37% $323,425




Example #2 — Calc Adjusted Annual Wage

Step 2. Figure the Tentative Withholding Amount

based on the emplo <3’1&99 s Adjusted Annual Wage Amount; filing status (Ftep 1(c) of the 2020 Form W-4) or marital status (line 3 of
Form W-4 from 2019 or earlier); and whether the box in Step 2 of 2020 Form W-4 is checked.

Note. Don't use the Head of Household table if the Form W-4 is from 2019 or earlier.

2a Enter the employee's Adjusted Annual Wage Amount fromline lior 1labove ... .............. 04 $ 50,000

2b Find the row in the appropriate Annual Percentage Method table in which the amount on line 2a is at
least the amount in column A but less than the amount in column B, then enter here the amount from 22 975
columnAofthatrow . . ... . . . ob $ '

2¢ Enter the amount fromcolumn Cof thatrow .. ... ....... ... ... ... ... ................ oc $ 988

2d Enter the percentage from column D ofthatrow ... ... ... ... ... .. ... ... 2d 12 %

2e Subtractline2bfromline2a .. ... .. .. ... o $ 27,725

2f Multiply the amount on line 2e by the percentageonline2d ... ... ... ... ... . ... ... . ....... of $ 3,327

29 Addlines2cand 2f ... ... ... ...l 29 $ 4,315

2h Divide the amount on line 2g by the number of pay periods on line 1b. This is the Tentative 165.96
Withholding Amount . . .. .. ... oh $

Step 3. Account for tax credits

3a Ifthe ecr)nployee's Form W-4 is from 2020, enter the amount from Step 3 of that form; otherwise 3 $ 0
BNl -0- L e e a

3b Divide the amount on line 3a by the number of pay periodsonline1b ... ... .. ... ... ... ....... 3p S v

3c Subtract line 3b from line 2h. If zeroorless,enter-0- . ... ... ... ... . ... ... ... ... ... ... ... 3 3 0

Step 4. Figure the final amount to withhold

4a Enter the additional amount to withhold from the employee’s Form W-4 (Step 4(c) of the 2020 form or 0
lineBonearlier forms) . ... ... .. . da $

4b Add lines 3c and 4a. This is the amount to withhold from the employee’s wages this 165.96
pPay Period . .. a $




Example # 2 - Results

= Biff and Judy will both have $4,315.00 of withholding
on their combined wages.

= This will be the results of their tax return:

* Adjusted Gross Income — 100,000
e Less :Standard Deduction — (24,800)
« Taxable Income - 75,200
e Tax (from 2020 tables) - 8,629
 Wage withholding - 8,630
« REFUND - 1



Example #3 — Judy gets a raise!!

= Biff is still making $50,000, but Judy gets a
promotion, and her new salary is $250,000.

* They still have the same W-4’s in effect (Married with
the box checked in Step #2)

= Biff’'s withholding will stay the same at $4,315
annually.

= Judy’s withholding will increase dramatically



Example # 3 - Results

= Biff will have $4,315 of withholding on his wages
and Judy will have $57,956 on her wages.

= This will be the results of their tax return:

* Adjusted Gross Income — 300,000

e Less: Standard Deduction — (24,800)
« Taxable Income - 275,200
o Tax (from 2020 tables) - 54,207
 Wage withholding - 62,271
« REFUND - (8,064)



Example #4 — Biff gets a raise too

= |f we move Biff’s salary up to 200,000, what
happens?

» We should expect to see the overpayment go down
when the return is filed as the two wages are getting

closer together.



Example # 4 - Results

= Biff will have $41,048 of withholding on his wages
and Judy will have $57,956 on her wages.

= This will be the results of their tax return:

* Adjusted Gross Income — 450,000
e Less: Standard Deduction — (24,800)
« Taxable Income - 425,200
e Tax (from 2020 tables) - 98,095
 Wage withholding - 99,004
« REFUND - (909)



2"d Method in Step #2 — The Worksheet

= Aworksheet is provided on page 4 of the W-4

* This method will be more accurate than simply
checking the box when one of the jobs pays more
than the other.

= The table will give the employee an additional
withholding amount required for the higher job in
order to compensate for the wages of the lower
paying job. - This additional withholding amount is
then put on line 4(c) of the W-4.



2"d Method in Step #2 — The Worksheet

Married Filing Jointly or Qualifying Widow(er)
Higher Paying Job Lower Paying Job Annual Taxable Wage & Salary

Annual Taxable $0 - $10,000 - | $20,000 - | $30,000 - | $40,000 - | $50,000 - | $60,000 - | $70,000 - | $80,000 - | $90,000 - |$100,000 -|{$110,000 -
Wage & Salary 9,999 19,999 | 29,999 | 39,999 49,999 59,999 69,999 79,999 | 89,999 | 99,999 | 109,999 | 120,000

$0- 9,999 $0 $220 $850 $900 | $1,020 $1,020 | $1,020 | $1,020 | $1,020 | $1,210 $1,870 | $1,870
$10,000 - 19,999 220 1,220 1,900 2,100 2,220 2,220 2,220 2,220 2,410 3,410 4,070 4,070
$20,000 - 29,999 850 1,900 2,730 2,930 3,050 3,050 3,050 3,240 4,240 5,240 5,900 5,900
$30,000 - 39,999 900 2,100 2,930 3,130 3,250 3,250 3,440 4,440 5,440 6,440 7,100 7,100
$40,000 - 49,999 1,020 2,220 3,050 3,250 3,370 3,570 4,570 5,570 6,570 7,570 8,220 8,220
$50,000 - 59,999 1,020 2,220 3,050 3,250 3,570 4,570 5,570 6,570 7,570 8,570 9,220 9,220
$60,000 - 69,999 1,020 2,220 3,050 3,440 4,570 5,570 6,570 7,570 8,570 9,570 10,220 10,220
$70,000 - 79,999 1,020 2,220 3,240 4,440 5,670 6,570 7,570 8,570 9,570 10,570 11,220 11,240
$80,000 - 99,999 1,060 3,260 5,090 6,290 7,420 8,420 9,420 10,420 | 11,420 12,420 13,260 13,460
$100,000 - 149,999 1,870 4,070 5,900 7,100 8,220 9,320 | 10,520 11,720 | 12,920 14,120 14,980 15,180
$150,000 - 239,999 2,040 4,440 6,470 7,870 9,190 10,390 | 11,590 12,790 | 13,990 15,190 16,050 16,250
$240,000 - 259,999 2,040 4,440 6,470 7,870 9,190 10,390 | 11,590 12,790 | 13,990 15,520 17,170 18,170
$260,000 - 279,999 2,040 4,440 6,470 7,870 9,190 10,390 | 11,590 13,120 | 15,120 17,120 18,770 19,770
$280,000 - 299,999 2,040 4,440 6,470 7,870 9,190 10,720 | 12,720 14,720 | 16,720 18,720 20,370 | 21,370
$300,000 - 319,999 2,040 4,440 6,470 8,200 10,320 12,320 | 14,320 16,320 | 18,320 | 20,320 21,970 | 22,970
$320,000 - 364,999 2,720 5,920 8,750 10,950 13,070 15,070 | 17,070 19,070 | 21,290 | 23,590 25,540 | 26,840
$365,000 - 524,999 2,970 6,470 9,600 12,100 14,530 16,830 | 19,130 | 21,430 | 23,730 | 26,030 27,980 | 29,280
$525,000 and over 3,140 6,840 10,170 12,870 15,500 18,000 | 20,500 | 23,000 | 25,500 | 28,000 30,150 | 31,650




2"d Method in Step #2 — The Worksheet

= Couple of other notes on the worksheet:
 |f the lower paying job is more than $120,000 per year, the chart
will not work.
« This could potentially make the withholding much more accurate

meaning a refund is less likely. Make sure to communicate this
to employees as many of them may rely on the refund.



Example #5 — Using the Worksheet

» Using the same facts as Example #3

= Judy has a wage of $250,000 and Biff has a wage of
$50,000

= Biff is NOT going to check the box because Judy’s
W-4 (the higher paying job) should cover Biff’s
additional withholding requirement.

= This time instead of Judy checking the box in step 2,
she is going to instead indicate an additional
withholding amount to cover Biff's wages.



Judy’s Worksheet

Married Filing Jointly or Qualifying Widow(er)
Higher Paying Job Lower Paying Job Annual Taxable Wage & Salary

Annual Taxable $0 - $10,000 - | $20,000 -|$30,000 - | $40,000 - ES0,000 - 60,000 -| $70,000 - | $80,000 - | $90,000 - |$100,000 -|{$110,000 -
Wage & Salary 9,999 19,999 | 29,999 | 39,999 49,999 59,999 69,999 79,999 | 89,999 | 99,999 | 109,999 | 120,000

$0- 9,999 $0 $220 $850 $900 | $1,020 $1,020 || $1,020 | $1,020 | $1,020 | $1,210 $1,870 | $1,870
$10,000 - 19,999 220 1,220 1,900 2,100 2,220 2,220 2,220 2,220 2,410 3,410 4,070 4,070
$20,000 - 29,999 850 1,900 2,730 2,930 3,050 3,050 3,050 3,240 4,240 5,240 5,900 5,900
$30,000 - 39,999 900 2,100 2,930 3,130 3,250 3,250 3,440 4,440 5,440 6,440 7,100 7,100
$40,000 - 49,999 1,020 2,220 3,050 3,250 3,370 3,570 4,570 5,570 6,570 7,570 8,220 8,220
$50,000 - 59,999 1,020 2,220 3,050 3,250 3,570 4,570 5,570 6,570 7,570 8,570 9,220 9,220
$60,000 - 69,999 1,020 2,220 3,050 3,440 4,570 5,570 6,570 7,570 8,570 9,570 10,220 10,220
$70,000 - 79,999 1,020 2,220 3,240 4,440 5,670 6,570 7,570 8,570 9,570 10,570 11,220 11,240
$80,000 - 99,999 1,060 3,260 5,090 6,290 7,420 8,420 9,420 10,420 | 11,420 12,420 13,260 13,460
$100,000 - 149,999 1,870 4,070 5,900 7,100 8,220 9,320 |f 10,520 11,720 | 12,920 14,120 14,980 15,180
$150,000 - 239,999 2,040 4,440 6,470 7,870 9,190 10,390 (§ 11,590 12,790 | 13,990 15,190 16,050 16,250
240,000 - 259,999 2,040 4,440 6,470 7,870 9,190 10,390 |§ 11,590 12,790 | 13,990 15,520 17,170 18,170

, - ) ) ’ \ , ) ) 11,590 13,120 | 15,120 17,120 18,770 19,770
$280,000 - 299,999 2,040 4,440 6,470 7,870 9,190 10,720 | 12,720 14,720 | 16,720 18,720 20,370 | 21,370
$300,000 - 319,999 2,040 4,440 6,470 8,200 10,320 12,320 | 14,320 16,320 | 18,320 | 20,320 21,970 | 22,970
$320,000 - 364,999 2,720 5,920 8,750 10,950 13,070 15,070 | 17,070 19,070 | 21,290 | 23,590 25,540 | 26,840
$365,000 - 524,999 2,970 6,470 9,600 12,100 14,530 16,830 | 19,130 | 21,430 | 23,730 | 26,030 27,980 | 29,280
$525,000 and over 3,140 6,840 10,170 12,870 15,500 18,000 | 20,500 | 23,000 | 25,500 | 28,000 30,150 | 31,650




Step 2(b)—Multiple Jobs Worksheet (Keep for your records.) m

If you choose the option in Step 2(b) on Form W-4, complete this worksheet (which calculates the total extra tax for all jobs) on enly ONE
Form W-4. Withholding will be most accurate if you complete the worksheet and enter the result on the Form W-4 for the highest paying job.

Note: If more than one job has annual wages of more than $120,000 or there are more than three jobs, see Pub. 505 for additional
tables; or, you can use the online withholding estimator at www.irs.gov/W4App.

1  Two jobs. If you have two jobs or you're married filing jointly and you and your spouse each have one
job, find the amount from the appropriate table on page 4. Using the “Higher Paying Job” row and the
“Lower Paying Job” column, find the value at the intersection of the two household salaries and enter
that value on line 1. Then, skiptolined . . . . . . . . . . . . . . . . . . . . . 1 3 10,390

2  Three jobs. If you and/or your spouse have three jobs at the same time, complete lines 2a, 2b, and
2c below. Otherwise, skip to line 3.

a Find the amount from the appropriate table on page 4 using the annual wages from the highest
paying job in the “Higher Paying Job” row and the annual wages for your next highest paying job
in the “Lower Paying Job” column. Find the value at the intersection of the two household salaries
and enter that valueonline2a . . . . . . . . . . . . . . . . . . . . . .. 2a §

b Add the annual wages of the two highest paying jobs from line 2a together and use the total as the
wages in the “Higher Paying Job” row and use the annual wages for your third job in the “Lower
Paying Job” column to find the amount from the appropriate table on page 4 and enter this amount
onlne2b . . . . . . . . . . . . . . . . . . . . ... ... ... 2%

¢ Add the amounts from lines 2a and 2b and enter the resulton line2¢ . . . . . . . . . . 2¢ $

3  Enter the number of pay periods per year for the highest paying job. For example, if that jOb pays
weekly, enter 52; if it pays every other week, enter 26; if it pays monthly, enter 12, etc. . . 3 26

4  Divide the annual amount on line 1 or line 2¢ by the number of pay periods on line 3. Enter this
amount here and in Step 4(c) of Form W-4 for the highest paying job (along with any other additional
amount you wantwithheld) . . . . . . . . . . . . . . . . . L. . L L. ... 4 % 400




Judy’s W-4 — Step 4

= $10,390/ 26 payrolls = $399.62

Step 4 (a) Other income (not from jobs). If you want tax withheld for other income you expect
(optional): this year that won’t have withholding, enter the amount of other income here. This may

Other include interest, dividends, and retirementincome . . . . . . . . . . . . |4()|%
Adjustments

(b) Deductions. 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
entertheresulthere . . . . . . . . . . . . . . . . . . . . . |4b)|S

(c) Extra withholding. Enter any additional tax you want withheld each pay period . |4(c)|$ 400




Example #5 — Worksheet Results

= Biff will have $2,629.00 of withholding on his wages
and Judy will have $52,607 on her wages.

= This will be the results of their tax return:

* Adjusted Gross Income — 300,000
e Less: Standard Deduction — (24,800)
« Taxable Income - 275,200
o Tax (from 2020 tables) - 54,207
 Wage withholding - 55,236
« REFUND - 1,029



Example #6 — Use the Online Calculator

= The calculator that is online is now active for 2020,
and it is going to give output based on a 2020 Form
W-4 — | ran Example #3 through the calculator so
you could see what it looks like.

= The tool is located at www.irs.gov/w4app

= Click on the link that looks like this:

Use the Tax Withholding Estimator




Example #5 — Use the online calculator

= The calculator has five steps

1.

o0k Wb

About You

Income & Withholding
Adjustments
Deductions

Tax Credits

Results

» Asthe employee fills out information in each step —
the calculator will pop up new questions based on
the last answer



Screen Shots of filled out calculator

» Assumed the same facts as Example #3 (Biff making
$50,000 — Judy making $250,000 — no kids — joint
return) — | assumed there were 26 payrolls in 2020
with only one occurring so far.

What filing status will you use for your tax return? (*required) (?)

Single

Married filing jointly
Married filing separately
Head of Household

OO00O®O

Qualifying widow(er)

Can someone else claim you as a dependent on their tax return? (2)

O Yes @ No

2 of 5: Dependents

Do you plan to claim dependents on your tax return? (*required) (2)

O Yes @ No



3 of 5: Income

Do you or your spouse hold a job with regular paychecks that are subject to federal income tax?
(*Required) @

@ Yes O No

How many jobs do you expect to hold this year? (Include jobs you no longer hold)

i

How many jobs does your spouse expect to hold this year? (Include jobs your spouse no longer holds)

i

4 of 5: Pension

Will you or your spouse receive income from a pension this year? (*required) (2)

O Yes @ No



5 of 5: Other

Check all that apply to you and your spouse:

Other Sources of Income and Tax Payments

(] Receive Social Security benefits this year. (2)
(] Yourspouse will receive Social Security benefits this year.

() Receive unearned income such as dividends, interest, annuities, alimony, or a distribution from an IRA (not Roth IRAs), 401(k) or a trust.

@

(] Receive ascholarship or grant that must be counted as income. (2)
(] Collect unemployment compensation.

(] Earnnetincome from self-employment. (%)

(] Earnnetincome from spouse’s self-employment. (3)

() Have earned income from other sources. (3)

O Had withholding or made estimated payments for income such as dividends, interest, distributions from an IRA (not Roth IRAs), 401(k) or
a trust, or other form of specialized income.

@

Demographics

() !'will be 65 or older on January 1, 2020.

(] My spouse will be 65 or older on January 1,2020.
(1) 1am blind.

() My spouseis blind.

NEXT




Step #2 — Income and Withholding

= Your Job

Do you expect to hold this job the entire year (Jan. 1 through Dec. 31)? (*Required)

@ Yes
O No

How frequently are you paid? (*required) (?)

‘ Every two weeks

On what date did your most recent pay period end? (MM/DD/YYYY) (“Required) (2)

‘ 01/08/2020

Enter the total wages you expect to receive this year: ("rRequired) (2)

‘ $50,000

Enter any bonuses: (?)

Have already received this year:

E




Using your last pay statement, enter the total federal income taxes withheld: (?)

Year to date: (*Required)

‘ $167

From last check: (*Required)

‘ 5167

Did you, or will you, contribute to a tax-deferred retirement plan, such as a 401(k)? (?)

O Yes
@ No

Did you, or will you, contribute to an HSA, FSA, pre-tax childcare credit account or other "cafeteria plan"? (2)

O Yes
@ No



= Your Spouse's Job

Does your spouse expect to hold this job all year? (*required)

@ Yes
O No

How frequently is your spouse paid? (*required) (2)

‘ Every two weeks

On what date did your spouse most recent pay period end? (MM/DD/YYYY) (*Required) (?)

‘ 01/08/2020

Enter the total wages your spouse expects to receive this year: (*required) (2)

‘ $250,000

Enter any bonuses: (7)

Spouse has already received this year:

‘ Enter Amount...




Using your last pay statement, enter the total federal income taxes withheld: (?)

Year to date: (*Required)

‘ $2,247

From last check: ("required)

‘ $2,247

Did your spouse contribute to a tax-deferred retirement plan, such as a401(k)? (2

O Yes
@ No

Did your spouse contribute to an HSA, FSA, pre-tax childcare credit account or other "cafeteria plan"? (2)

O Yes
@ No



Step #3 — Adjustments

e “Adjustments” are basically deductions that occur before adjusted gross
income
e This is an example where the IRS assumes the average person’s
knowledge on tax law is more extensive than it actually is.
e Common “Adjustments” are:
e Student Loan Interest
* |RA contributions
e Health Savings Account contributions (other than by payroll
deduction)
* |n this case we will select that we don’t have any adjustments



Adjustments to Income

Most taxpayers don't have a large enough adjustment to have a significant impact on their tax obligation.
Do you want to go to the next step without including adjustments or would you like to see possible adjustments? (*Required) (?)

O see Adjustments

@ Go to next step

BACK NEXT




Step #4 — Deductions

e This section of the tool allows an employee to determine whether or
not they will be itemizing deductions
e Under the new tax law more than 90% of households will be using
the standard deduction
e Itemized Deductions Include:
 Medical Expenses (if they are large enough)
e State and Local Taxes (capped at 10,000)
* Mortgage Interest
e Charitable Contributions
* In our example we are using the standard deduction



Deductions From Income
You qualify for a standard deduction of $24,800.

Deductions reduce the amount of your income subject to income tax. Most taxpayers take the standard deduction.

Would you like to take the standard deduction or itemize your deductions? (“required) (7)

O ltemize deductions
@ Take the standard deduction

BACK NEXT




Step #5 — Credits

These three
are unlikely to
apply — the
income
thresholds are
pretty low and
the credits are
pretty small

e This is another good example of the IRS assuming the average
employee knows more about tax law than they probably do.
 The labels on the credits in the tools may lead some employees

to believe these credits apply and others will confuse:

@ Child and Dependent-related
@ Foreign Tax Credit

@ Educational

ﬁ@ Retirement Savings
ﬁ@ Homeowner
ﬁ@ Elderly or Disabled

@ Business
@ Alternative Minimum Tax

@ Energy Efficient Vehicles



Tax Credits

Tax credits are amounts you subtract directly from your tax obligation. Would you like to learn
more about tax credits you may be eligible for or get your results without tax credits? *requireq)

(O see tax credits
@ Get my results without tax credits

BACK NEXT



Your Results

Based on the information you entered

$0 BALANCE
If you do not change your withholding, you are likely to get a
refund.
Expected tax withholding $62,764*
Anticipated tax obligation $54,657**
Estimated over payment $8,107

OWE REFUND




Other Features of the Online Tool

» The employee is then given a “slider” where they
can choose the amount of refund that they would
like to receive

Happy with your results? Then you don't need to do anything.

Want to adjust your results?

Use the slider below to select the approximate refund amount you'd like to get.

$8,107

S0 $8,107

Want to adjust your results?

Use the slider below to select the approximate refund amount you'd like to get.

$4,400

|

&1 $8,107



For a refund of approximately $4,400

Your Job, Annual Pre-tax Wages: $50,000

To get your desired refund amount, you will need $132 withheld from each paycheck, $35 less than your
current tax withholding.

(=) How to Adjust Your Withholding

Step 1: Complete a new Form W-4 online or via paper as follows:

» Check your personal information is correct (line 1(a) and (b) on Form W-4)

« Select Married filing jointly (or Qualifying widow(er)) filing status (line 1(c) on Form
W-4)

« Enter $31 in additional withholding per pay period (Line 4 (c) on Form W-4 is already
pre-filled in the Download button below)

« Ifusing a paper form sign and date it

Step 2: Submit this new information to your employer as soon as possible

DOWNLOAD PRE-FILLED FORM W-4




Your Spouse's Job, Annual Pre-tax Wages: $250,000

To get your desired refund amount, you will need $2,127 withheld from each paycheck, $120 less than your
current tax withholding.

(=) How to Adjust Your Withholding

Step 1: Complete a new Form W-4 online or via paper as follows:

Check your personal information is correct (line 1(a) and (b) on Form W-4)

Select Married filing jointly (or Qualifying widow(er)) filing status (line 1{c) on Form
W-4)

Enter $504 in additional withholding per pay period (Line 4 (c) on Form W-4 is already
pre-filled in the Download button below)

If using a paper form sign and date it

Step 2: Submit this new information to your employer as soon as possible

DOWNLOAD PRE-FILLED FORM W-4




Output of IRS Tool

* The IRS tool will give the employee the exact W-4 to
fill out based upon the employee’s inputs and
desired refund amount.

= There is even alink below the output for the
employee/spouse that downloads a W-4 with the
withholding amount already input in the correct box.



Important Notes about the IRS Tool

= Thetool is focused on the remainder of the year

« If an employee is over withheld and the IRS tool tells the
employee to reduce their withholding, that would likely only
apply for the remainder of the year

» If the employee subsequently never adjusts his or her
withholding in the following January, the employee is very likely
going to be under withheld the following year



Topics Covered

Deferral of Social Security Tax
Employee Retention Credit
FFCRA Tax Credits

Form 941 — Revised for 2Q20

e



Deferral of Social Security Tax

» Tax benefit allows employers to defer paying the
employer portion of Social Security tax (6.2%).

= Available on wages paid from 3/27/2020 —
12/31/2020.

= 15 of the deferred taxes are due 12/31/21 and the
other Y2 iIs due 12/31/22.

= Can be combined with tax credits for mandatory sick
leave and the employee retention credit.

= Available to any business, not just those adversely
affected by COVID-19.

= Can not be deferred if already paid in.
» Tax still due (just deferred)



Employee Retention Credit

= Avalilable to businesses who suffer a financial
downturn due to COVID-19. Two ways to qualify:

« Full or partial suspension of their operation during any calendar
guarter because of governmental orders limiting commerce,
travel or group meetings due to COVID-19, or

» A significant decline in gross receipts, defined as:

- Gross receipts for a calendar quarter in 2020 are less than
50% of what they were for the same quarter in 2019.

- Once a business qualifies this way, they continue to qualify
until the quarter in which gross receipts return to more than
80% of what they were for that quarter in 2019.



Employee Retention Credit

= Creditis 50% of wages paid to employees (up to
$10,000 of wages per employee) from 3/13/20 -
12/31/20. Maximum of $5,000 credit per employee.
* Qualified wages includes qualified health plan expenses.

 If your business had less than 100 employees in 2019 you can
take into account all wages paid to all employees

 If your business had 100 or more employees in 2019 you can
only use wages paid to employees not “providing services”
(paying people not working rather than laying them off). Can
only count wages up to the amount that the employee would
have been paid for working an equivalent duration during the 30
days immediately preceding the period of economic hardship.

» Credit first reduces the 6.2% employer side Social Security Tax
deposit. Remaining credit can reduce remaining payroll tax
deposit. Any overage can be claimed using Form 7200.



Employee Retention Credit

= Timing of determination
* 941X can be filed to amend and claim the credit if a company
doesn’t determine it qualifies until after the quarter or year
ended (likely to happen).
* Any wages that would qualify from 3/13/20 — 3/31/20 should be
claimed on 2Q20, not the 10Q20.
= If abusiness gets a PPP loan it cannot take the Employee
Retention Credit
= Cannot claim credit for any wages paid under the Families First
Coronavirus Response Act (can still claim both credits, but not
for the same wages.
» Employers cannot use the Employee Retention Credit for
wages in which any credits under the WOTC or Paid Family
Medical Leave credit will be used.



FFCRA Tax Credits — Sick Leave

= Businesses with fewer than 500 employees are required to
provide emergency paid sick leave. Employers receive a
payroll tax credit for wages paid under this act.

» Sick leave- required to pay up to 80 hours to an employee who
IS unable to work due to quarantine order from feds, state, or
local gov'’t; or are under quarantine order from doctor; having
COVID-19 symptoms and are seeking a medical diagnosis. A
credit of 100% of wages paid, up to $511 per day ($5,110
total credit) is available. Required for all employees
regardless of how long they have worked for you.

* Leave to care for family member with COVID-19 or no child care
due to school/daycare closures. A credit of up to 2/3 of the
employee’s pay, up to $200 per day ($2,000 total) is available.
Only required for employees who have worked for you more
than 30 days.



FFCRA Tax Credits — Emergency Family
Medical Leave

= Businesses with fewer than 500 employees are required to
provide emergency family/medical leave. Employers receive a
payroll tax credit for wages paid under this act.

 Extended leave to care for family member with COVID-19 or no
child care due to school/daycare closures. A credit of up to 2/3
of the employee’s pay, up to $200 per day for 10 weeks
($10,000 total) is available. Only required for employees who
have worked for you more than 30 days.

* Businesses with less than 50 employees would not be required
to pay 2/3 pay if it would “jeopardize the business’s ability to
continue.” However exclusion is not automatic and would need
to be document their hardship.



FFCRA Tax Credits

» Tax credits due to FFCRA leave pay can reduce
payroll tax paid in per payroll. Excess can be
refunded on Form 941 or on Form 7200.

* The IRS will provide penalty relief on late payments
on payroll taxes if employer reasonably expected
tax credits due to FFRCA or Employee Retention
Credits and payroll tax payments are underpaid.

» Wages paid that qualify for FFCRA tax credits
cannot count in total wages submitted for PPP loan

forgiveness.



Form 941

. 941 for 2020: Employer's QUARTERLY Federal Tax Return 950120
(Rev. April 2020) ‘the Treasury — Intemal Revenue Service OMB No. 1545-0029
=00 0000000

mmmmm{ | E 1: January, February, March
Trade name (famp| = L 2:Aprl. May. June

. 3:July, August, September
fdrmss I.,,..,, = ——— ' | 4: October, November, December

Cay

Sute 2P coce
¥ ormgr countiy name o provedWeory Forvar postal code
Read the separate instructions before you complete Form 941. Type or print within the boxes.

Answer these for this quarter.

1 Number of employses who received wages, tips, or other compensation for the pay
period including: June 12 (Quarter 2), Sept. 12 (Quarter 3), or Dec. 12 (Quarter 4) . . . l:}

2  Wages, tips, and other compensation . . . . . . . ::}
Federal income tax withheld from wages, tips, and other compensation . . . . . . 3 I

4 i no wages, tips, and other compensation are subject to social security or Medicare tax Check and go to line 6.
Column 1 Column 2
Sa Taxable sociel security wages . . | . |x0124=] .
Sa () Qualified sick leavewages . . | . |xoo082a] .
Sa () Quaiified family leave wages . | o |xooe2-] .
5b Taxable social security tips . . . [ . -0.124-[ .
5c Taxable Medicare wages & tips. . | +  |xo020a] .
5d Taxable wages & tips subject to
Tax [ « |xo009=] . |
Se Total socisl security and Medicare taxss. Add Column 2 rom ines 5a, 5a), Safi 50, 5c,and5d  Se| . |
S Section 3121(a) Notice and Demand—Tax due on unreported tips (see instructions) . . 81 . |

§  Totsl taxes before adjustments. Add ines 3, 5eand8 . . . . . . . . . ... e . |
T Currentquarter's sdjustment for ractions ofcents . . . . . . . . . . ... 1. ]
8 Current quarter's adjustment for sickpay . . . . . . |
9 Current quarter's adjustments for tips and group-term Meinsurance . . . . . . . 8| . ]
10 Total taxes after adjustments. Combine lnes 6 twough® . . . . . . . . . .. . . |
12 Qualiied tax credit for g research activites. Atach Forn 8974 11 . |

11b Nonrefundable portion of credit for qualified sick and family leave wages from 1 1 .
e portion o credt from Voo ]
P You MUST complete all three pages of Form 941 and SIGN it.

For Privacy Act see the back of the Payment Voucher. Cat. No. 170012 Form 941 Rev. 4-2020)




Form 941

950220

Name (not your trade name) lmmmmmmmm
these for this quarter. (continued)
11d Total nonrefundable credits. Add lines 11a, 11b, and 11c ﬂdl . I
12 Total taxes after and credits. line 11d fromline 10 . 12.1 . I
13a Total deposits for this quarter, including overpayment applied from a prior quarter and

overpayments applied from Form 941-X, 941-X (PR), 944-X, or 844-X (SP) filed in the current quarter 13'[ . ]
13 D of the employer share of social securitytax . . . . . . . . . 13| .
13¢  Refundable portion of credit for qualified sick and family leave wages from Worksheet 1 ﬂel . ]
13d portion of employ credit from 1‘“] L) I
13e Total and credits. Add lines 13a, 13b, 13c,and 13d . . . IS.[ - ]
131 Total advances received from filing Forms) 7200 for the quarter . . . . . .. . . 1f .
13g Total i and credits less Subtract line 13f from line 13e . 1&[ . l
14  Balance due. If line 12 is more than line 13g, enter the difference and see instructions . . . 14[ - I

15  Overpayment. If line 13g is more than line 12, enter the difference

‘:]Check one: || Apply to next retum. (] sena aretvna.

Tell us about your d schedule and tax liabil

If you're unsure about whether you're a thly schedule deposits

for this quarter.

ora iweekly schedul P see section 11 of Pub. 15.

16 Check one: | Line 12 on this return is less than $2,500 or line 12 on the return for the prior quarter was less than $2,500,
and you didn't incur a $100,000 next-day deposit obligation during the current quarter. If line 12 for the prior
qumnrwnhsstmnszsoulmtline12mthismtumiss1mmnocrmm,youmuslptwidunrmdol

federal tax liability. If you're a monthly sched
semiweekly schedule depositor,

ule depositor, complet
attach Schedule B (Form 941) Goto Part 3.

your
e the deposit schedule below; if you're a

" | You were a monthly schedule depositor for the entire quarter. Enter your tax liability for each month and total

liability for the quarter, then go to Part 3.

Tax liability: Month 1 [

Month2 |

Month3 |

Total liability for quarter l

)
l
l
l

Total must equal line 12.

J You were a i khy hedule d i

for any part of this quarter. Complete Schedule B (Form 941),

Report of Tax Liability inr
» You MUST complete all three pages of Form 941 and SIGN it.

D and attach it to Form 941. Go to Part 3.

Page 2
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Form 941

New
Questions

950920

Name 17t your rade name) Employer sentification number (E1N]

Tell us about business. If a does NOT to leave it blank.
17 Wyour business has closed or you stopped payingwages . . . . . . . . . . . . . . . | Check here, and

enter the final date you paid wages :mmnmwmm.&cm

18 Ifyou'rea T have to file & retum for every quarter of the year . . . Check here.

heaith plan Quaited sck eave wages . .. . . W ]
health plan llocable to qualified family leave wages . . . . . . Il:l

-
@®

20
n pioyee reteny P 1O RNNp | § |/
= hoath pian to wage ontna2y. 2 . ]
23 Creditfrom Form$884-C, line 11, for thisquarter .o, i L wan b a ]
24 Qualified wages paid March 13 through March 31, 2020, for the

oredit fues thilllon By Gk thalicond Gertiinaieaioedl. . - B . . B B2el . ]
25 health plan o wages reported on line 24 (use this line only

for the second quarter filingof Form®41) . . . . . . . . . . . . . . . . 25

May we with ?
Do you want to allow an employee, a paid tax preparer, or another person to discuss this retumn with the IRS? See the instructions.
for detalls.

:|Yu Designee’s name and phone number I l [

Select a 5-digit personal identification number (PIN) to use when talkingtothetRs. | | | ][]
L o,

here. You MUST co all three of Form 941 and SIGN it.

Under penaties of perjury, | declare that | have examined this retum. including accompanying schedules and statements, and to the best of my knowiedge
and beliet, it is true, comect, and complete. Declaration of preparer (other than taxpayer) is based on al information of which preparer has any knowledge.

Print your
Sign your name here
reme here werew [ ]
title here
oute sestcaymeprone |

PPaid Preparer Use Only Check if you're self-employed . . . |
Pracarscarams | e [ ]
Proparer's signature | Date

J
J
e ] e [ ]
|
|




Worksheet 1. Credit for Qualified Sick and Family Leave Wages and m
the Employee Retention Credit Keep for Your Records

Determine how you will complete this worksheet
If you ;aid both qualified sick and farréigr leave wages and qualified wages for purposes of the employee retention credit this quarter, complete Step 1,

Step 2, and St_e? 3. If you paid qualified sick and family leave wages this quarter but you didn't pay ang qualified wages for purposes of the emglo ee
retention credit this quarter, complete Step 1 and Step 2. If you paid qualified wages for purposes of the employee retention credit this quarter buf you
didn't pay any qualified sick and family leave wages this quarter, complete Step 1 and Step 3.
Step 1. Determine the employer share of social security tax this quarter after it is reduced by any credit claimed on Form 8974
and any credit to be claimed on Form 5884-C
1a Enter the amount of social security tax from Form 941, Part 1, line 5a, coumn2 .. ... .. 1a
ib Enter the amount of social security tax from Form 941, Part 1, line 8b, column2...... . . .. 1b
ic BRdiingSyiand TONR . . SS=mmih . BN ....... B ....... SEemEls. . ... 38 .. ic
1d Molightine iIEby SO (550) .9 BE...... B ..... & .. WB. O ... 1d
ie If you're a third-party payer of sick pay that isn't an agent and ‘you're claiming credits for
amounts paid to your employees, enter the employer share of social security tax included
on Form 941, Part 1, line 8 (enter as a positive number).—... . . . .. .. .. Lomen oo . 1e
1f Subtractiingefiomiige 1d .. . - . . ... . . . - ------- ¥ . 00 -&F- B 1f
1g If you received a Section 3121 (cP Notice and Demand during the quarter, enter the
amount of the employer share of social security tax from the notice ... .. ... ...... idyry = =
1h Employer share of social security tax. Add lines iffand1g .... ... ... .00 . .. 1ih
1i Enter the amount from Form 941, Part 1, line 11a (credit fromForm8974) ........... 1i
1j Enter the amount to be claimed on Form 5884-C, line 11, forthisquarter ............ 1j
1k Total nonrefundable credits already used against the employer share of social
security tax. Addlinestiand 1) ...... ... . . . e 1k
1l Employer share of social security tax remaining. Subtract line 1k
fromiline Th ... e 1l

Step 1: For Employers who have ERC or FFCRA Tax Credits - account for employer Social
Security Tax first on this Worksheet. Tax credits are technically applied against ER Social
Security tax as a non-refundable credit, then remainder as refundable credit.
Worksheet 1 does not account for any deferral of this amount.

Account for any payroll tax credits received for WOTC and R&D tax credits.



Step 2. Figure the sick and family leave credit
2a Qualified sick leave wages reported on Form 941, Part 1, line 5a(i), column1 ........ 2a

2a(i) Qualified sick leave wages included on line 5c, but not included on Form 941, Part 1,
line 5a(i), column 1, because the wages reported on that line were limited by the social

SecUntywage base . ... ... . i i e e e 2a(i)
2a(ii) Total qualified sick leave wages. Add lines2aand2a(i) ............ ... 2a(ii)
2b Qualified health plan expenses allocable to qualified sick leave wages (Form 941, Part 3,
N 19) .o e e e 2b
2c Employer share of Medicare tax on qualified sick leave wages. Multiply line 2a(ii) by
1.45% (0.0145) . oottt et e e e e e e e e 2c
2d Credit for qualified sick leave wages. Add lines 2a(ii), 2b,and2c ............... od
2e Qualified family leave wages reported on Form 941, Part 1, line 5a(ii), column1 ....... 2e

2e(i)  Qualified family leave wages included on line 5c, but not included on Form 941, Part 1,
line 5a(ii), column 1, because the wages reported on that line were limited by the social

SECUMMY WAGE DASE ... o i isminina e o mvorin him mimbimiincim o micwias ) . i 0 liescms 1 ms b s ot 2e(i)
2e(ii) Total qualified family leave wages. Add lines2eand2e(i) ....................... 2e(ii)
2f Qualified health plan expenses allocable to qualified family leave wages (Form 941, Part

B, lINE 20) .. e e e e e e 2f
2g Employer share of Medicare tax on qualified family leave wages. Multiply line 2e(ii) by

LASKOIOMIB) o ioiccininisiiinsisiiss a5esssnmnss ane b names nasdes 29
2h Credit for qualified family leave wages. Add lines 2e(ii), 2f,and2g .............. oh
2i Credit for qualified sick and family leave wages. Add lines2dand2h ........... 2j
2j Nonrefundable portion of credit for qualified sick and family leave wages. Enter

the smaller of line 11 or line 2i. Enter this amount on Form 941, Part 1, line11b ........ 2j
2k Refundable portion of credit for qualified sick and family leave wages. Subtract

line 2j from line 2i and enter this amount on Form 941, Part1,line13c .............. 2k

Step 2: FFCRA Sick and Family Leave Credits- Wages and health plan expenses
attributable to qualified sick and family leave will be calculated here. Credit is total of
qualifying sick leave wages, health plan expenses AND employer share of Medicare
taxes. Reminder: these wages did NOT have employer share of SS tax calculated on
them.



Step 3. Figure the employee retention credit

3a Qualified wages (excluding qualified health plan expenses) for the employee retention 20,000
credit (FormB4T, Pant 3,0 21) .:aww s vsn sasmmos wmms s wmaes s sims § 5 SEE s s 56 3a

3b Qualified health plan expenses allocable to qualified wages for the employee retention
credit (Form941, Part 3, N0 22) . .. ccvvi svwsvnmmes s csmues s wiem s s sies s 5w 3b

3c Qualified wages (excluding qualified health plan expenses) '?aid March 13, 2020, .
through March 31, 2020, for the employee retention credit (Form 941, Part 3, line 24). Caution: _
Enter an amount here only for the second quarter Form 941 .. ... ... e 3c I gnly %ogsz;e!e lines

c an or your

3d Qualified health plan expenses allocable to qualified wages aid March 13, 2020, second quarte};
through March 31, 2020, for the employee retention credit (Form 941, Part 3, line 25). 2020 Form 941.
Enter an amount here only for the second quarter Form941 . ... ................ 3d

3¢ Addlines3a,30,3C,a00 B . ... ... e se 20,000 10.000

3f Retention credit. Multiply line 3e by 50% (0.50) . ...... ... . . i, 3f ?

3g |Enter I:he amount of the employer share of social security tax from Step 1, 1,488
NS TN & sims 2 sries ¢ sams 5 5 WS § 5 S50 & 5 DEE 5 5 SEUE @ 5 DR K § SRS § RIS ¢ ¥ B ¥ 5 9 39

3h Enter the amount of the nonrefundable portion of the credit for qualified sick and family
leavewagesfrom Step 2, liNe 2] . ... ... ..ttt e e e 3h

3i Subtractline3hfromline 3g . ... ... .. 3i | ,188

3j Nonrefundable portion of employee retention credit. Enter the smaller of line 3f or 1,488
line 3i. Enter this amounton Form 941, Part1,line11c ........................ 3 e

3k Refundable portion of employee retention credit. Subtract line 3j from line 3f and 8,5 12
enter thisamounton Form 941, Part1,line13d ........... ... .. i 3k

Step 3: Employee Retention Credit. Wages and health plan expenses attributable to
employee retention credit will be calculated here. Credit is 50% of qualified wages (up
to $10,000 of wages per employee and qualified health plan expenses.) Portion
attributable to SS tax is calculated as non-refundable whereas remainder may be
refundable.

Line 3C is where amounts from 1Q20 can be calculated.

What are “health plan expenses” — group health premiums paid by employer that aren’t
counted as part of the employee’s W-2 wages. (ER plus EE pre-tax amounts)



Form 941 — Items to Note

= An employer can claim both the Employee Retention
Credit and the credit for wages paid under FFCRA —
but must use different wages toward each credit.

« Example: An employee receives $10,000 total in 2Q20, all of
which would qualify for the ERC. However $2,000 of the wages
were due to FFCRA (no childcare).

- You would claim $2,000 of wages toward FFCRA and $6,000
towards the ERC.



Form 941 — Items to Note

» Wages used for ERC and FFCRA tax credits cannot
also be used for PPP loan forgiveness calculation.

» Tax deductions for wages paid are reduced by the
amount of ERC and FFCRA credits received.

» |RS also says no tax deduction for expenses paid
with forgiven PPP loans as well.



Questions?

Jacob.franklin@bradymartz.com

harmony.kolling@bradymartz.com




