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BULLETIN NO. P-225 _ May 20, 1980
To : ALL State Depariments and Agencies

Subfect: Changes in Withholding Tax Processing

Effective on Aprnid 1, 1980, Interanal Revenue Service hegulations hrequire
employers fo §ile with the IRS copies of all W-4 Employee's Withholding ALLowance
Centificate fon employees who chaim more than 9 allowances on who claim exempiion
grom withholding. As a result of this requirnement, and Lo eliminate probfems we
have expesienced with §ixed fax deductions, the foflowing changes are being made
in tax withholding processing effective in Payroll Period 7 (June 19 Zo July 2,
1980 gon Administrative agencies, June 26 to July 9, 1980 fon Institutions).

1. AC-1040's submitted fo report more than 9 Federal exemptions
(block 502) oxr reponting exemption from tax (bLock 504) must
be accompanied by a copy of the employee's W-4. These frans-
actions will not be processed unless the W-4 (s submifted.
The Department of Audit and Contrhol will gorwand the W-4's
o 1IRS.

2. Fixed tax deductions (AC-1040 codes 516, 517, 518, and 522)
will become one-period deductions. When these deductions
are submitted fthey will be taken in that payroll period
enly, and then automatically eancefled. The employee's
previous exempiions will be netained and neinstated
automatically forn the following perniod. 1§ no exemptions
have been reponted previously, the tax fon the next pericod
will be computed at '0' exempiions, unless a new AC-1040
48 submitted, Fixed tax deductions should only be submitied
fon the folBowing payments.

(a) a Lump sum payment of more Zhan 10 days.
(b) an original appointment for mone fhan
one biweekly payment.
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: In genenal, f§ixed taxes should not be submitted for overtime on extra service
payments. IRS regulations nrequire that when overtime o othen similan payments are
paid in addition to negularn wages, the tax must be computed as 4f the total was a
single wage payment fon the payroll period.

14 an employee wishes to have additional taxes withheld, the employee must
complete a W-4 claiming the number of withholding allowances which will provide
the desired deduction. An employee wishing Zo have a Larger deduction Zhan '0'
exemptions may claim "minus" exempiions. For Federal fax and NYC Resdident tax
the value of a withholding allowance (cunrently $38.46 and $29.00, nespectively)
is added to taxable income fon each minus exemption prion o the caleulation of
the tax. Fon State Withholding, the tax is caleufated at '0' exemptions and then
$1.00 {8 added to the tax fon each minus exemption.

Duning the week of May 19, 1980 you will receive a List of your employees
who cunrently have fixed taxes or claim more than 9 federal exempfions ox exempt
status. Af the end of Period 6, akl §ixed taxes will be cancelled automatically.
Prion to this period, using the Listing supplied by Audit and Controk, each agency
must

{a) Obtain a new W-4, if necessary, for employees with fixed
taxes. Prepare an AC-1040 to nrepont the cornect exempiions
Ain Perniod 7.
VPR & G |
(b} Make copies of W-4's for all employees chaiming Gr—ek ot
federal exemptions on exempit sfatus. Fon an empfoyee
claiming exempt status, the W-4 must have been §ifed
with you in 1980,

The copies of the W~4's and the AC-1040's, when requined, should be submitted to the
Depantment of Audit and Control with your negular payrnofl submission gon Period 7.

Any employees who had {ixed taxes in Peniod 6 fon whom an AC-1040 is not
submitted in Perniod 7 will be taxed in Period 7 at '0' exemplions.

Recent experience with agencies has identified confusion concerning fax
exempt status. The new W-4, issued in October , 1979 cleanly states who may claim
exemption. 1§ you are not using these fonms, you should ordexr them gnom IRS. Line
3 on this form states the nequirements. [Sample of W-4 attached)

"1 claim exemplion from withholding because:
A, last yean T did not owe any {ederal income Zax

and had a night to a §ull refund of all income
tax withheld, and

B. This year 1 do not expect o owe any fedenal Lncome
tax and expect to have a night fo a full refund of
all income tax withheld.

14 both A & B apply, enten exempt.
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Employees usually eligible fon tax exempt status .include:

1.
2.

Students

Membens of a neligious onden {which has been authornized

fax exempt sfatus by IRS) who have taken a vow of poverty.

IRS nregulations state that the senvices performed in empZoyment
musl be of the type that are ordinanily the duties of membens
0f the onden and must be pernformed by the member as part of

the duties that are required to be exercised for on on behal
04 the neligious onder. Call IRS if you have a question on

the exempition status of a neligious onden.

Foreign nationals with an active F and J visas if the service
pergonmed is in accordance with the purpose of the visa. This
execplion is nemoved i{ the employee's status changes from
viston to immigrant. Contact gour Local IRS office to determine
1§ the employee is eligible fon tax exempt status Aince the rules

‘ane complex.

Anyone. claiming fax exempt status must file a new W-4 before Apnil 30 of
each year. 1§ the employee does not file a new W-4 with you, you should submif an
AC-1040 reponting 0 exemptions.

Questions concerning this bulletin should be directed to the Paynoll Planning
Unit at (518) 474-1246 on 1247.






Department of the Treasury-—Internal Revenue Service

Employee’s Withkoiding Allowance Certificate

| Your soeial security number pr .

fLSForm w-4
(Rev. @ctober 1979)
Print yoor full name P»
"dress (including ZW code) B» ]
Marital status: [0 Single D Married [] Married, but withhold at higher Single rate

Nete: if married, but Iegguy separated, or spouse is a nonresident alien, check the single block.

1 Total number of allowances you are claiming (from line F of the worksheet on page 2). . :
2 Additional ameunt, if any, yeu want deducted from each pay (If your employer agrees) . .

3 I claim exemptien from withholding because (see instructions and check boxes below that apply):
@ [ ] Last year | did not owe any Federal income tax and had a right to & full refund of ALL income fax withheld, AND
b [] This year | do not expect to owz any Federal income tax and expect to have a right to a full refund of ALL income tax withhald. If both

a and b apply, enter “EXEMPT” here .

¢ _If you entered “EXEMPT" on line 3b, are you a full-time student? .

.
.« . . . [Yes [ No

Under the penaltisg aflperjury, 1 eartify that | am entitled to the number of withholdin
am entitled to claim the exempt status.

from withholding, that

Employee’s signature »

Date »

g allowances claimed on this certificate, or If elaiming exemption

o dIE]

Employer's name and address (inciuding ZIF code) (FOR EMPLOYER'S USE ONLY)

Employer identification number

...... Detach along this line

A Give the top part of this form to your employer; keep the Jower part for your records and information . A

Purpose

The law requires that you complete Form W-4 so
that your employer can withhold Federal income tax
from yeur pay. Your Ferm W—4 will remain in effect
until yeu change it, or, if you entered “EXEMPT" on
line 3b above, until April 30 of next year. By claim-
ing the number of withholding allowances you are
entitled to, you can fit the amount of tax withheld
from yaur wages to your estimated tax liability.

Introduction

If you got a large refund last year, you may be
aving too much tax withheld. If so, you may want to
.acrease the number of your allowances by claiming
any othsr allowances you are entitled to on line 1 of
Form W-4£. The kinds of allowances, and how to fig-
ure them, are explained in detail in the line-by-line
instructions below.

If yau owed a large amount of fax last year, you
may net b¢ having enough tax withheld. If so, you
can claim fewer allowances on line 1, or ask that an
additional amaunt be withheld on line 2, or both,

If the number of withholding aliewances that you
are entitied to decreases, you must flle a new Form
W-4 with your employer within 10 days from the
date of the change.

If you gualify, you can claim exemption from
withholding on line 3b of Form W-4.

The line-by-line instructions below explain how
te filt in Form W-£. Publication 505, Tax Withhald-
ing and Estimated Tax, contains more information
on withholding. You can get it from any Internal
Revenue Service office.

For more information about who qualifies as your
dependent, what deductions you can take, and what
tax cradits you qualify for, see the Form 1040 In-
s;frpctions or call any internal Revenue Service
office.

Line-By-Line Instructions

Fill in the identifying Information at the top of
the form. If you ars married and want tax withhald
at the regular rate for married persens, check the
“Married” box, If you are married and want tax with-
held at the higher Single rate (because hoth yeu
and your spouse work, for example), check the bex
“Married, but withhold at higher Single rate.”

Line I of Form W4

Total number of allowances.—Use the
‘orksheet an page 2 to figure all of your
allowances. Each kind of aliowance you
may claim is explained below and is iden-
tified by the letter that corresponds to the
line for that allowance on the Workshaet.

A Personal allewances.—You can claim
the following personal allowances:

@ 1 for vourself,
® 1 if you are 65 or older, and
® 1 if you are blind.

If you are married and your spouse
either does not work or is not claiming his
or her allowances on a separate Form W-=4,
vou may also claim the following allow-
ances:

® 1 for your spouse,

® 1 if your spouse is 65 or older, and

o 1 if your spouse is blind.

If you are single and hold more than one
job, you may not claim the same allow-
ances with more than one employer at the
same time. |f you are married and both
vou and your spouse are employed, you
may not both claim the same allowances
with both of your employers at the same
time,

Enter your total personal allowances on
line A of the Worksheet.

Note: To have the highest amount of tax with-
held, claim "'0" personal allowances on line 1.

B. Special withholding allowance.—
You can claim the special withholding al-
lowance only if you are single and have ong
job or you are married, have one job, and
your spouse does not work.

If you can claim the special withholding
allowance, enter “1” on line B of the Work-
sheet.

MNate: lse the special withhalding allewance
only to figure your withholding tax. Do not claim
it when you file your tax return.

C. Allowances for dependents.—You
may claim one allowance for each depend-
ent vou will be able to claim on vour Fed-
eral income tax return. Enter on line C of
the Worksheet the total number of allow-
ances you can claim for dependents.

D. Allowances for estimatad tax cred-
Its.—If you expect to be able to take the
earned income cradit, credit for child and
dependent care expenses, credit for the
elderly, or residential energy eredit, these
credits may lower your tax. Ta avoid having
too much withheld, you may claim extra
allowances for these tax credits on line D
of the Worksheat.

To enter the proper figure on line D of
the Worksheet, you will have to use the
“Tax Credit Table for Figuring Your With-
holding Ailowances’* on the top of page 2.

Note: Do not claim allowances for your earned
incoma credit if you are receiving advancs pay-
ment of it.

E. Allowances for estimated itemized de-
ductions and alimony.—If you expect to
itemize your deductions or pay alimony
during the year (or both),;you may want to
claim additional withholding allowances so
you will have less tax withheld.

See Schedule A (Form 1040) to find out
what deductions you can take and to esti-
mate the amount eof your deductions.

Note: I¥ you are paying alimony but will not
itemize deductions, enter your estimate of ali-
mony payments for the year on lines EI and E3
(enrter 0" on line E2). Divide the amount on line
E3 by $1,000, and enter the result on line E4 of
the Worksheet. Round-off any fraction to the
nearest whole number. .

Line 2 of Form W—4

Additional amount, if any, you want de-
ducted from each pay.—If you are not
having enough tax withheld from vour pay,
you may ask your employer to withhold
more by filling in an additional amount on
line 2.

Often, married couples, both of whom
are working, and single persons with two
or more jobs, will need to have additional
tax withheld.

Estimate the amount by which vou will
be underwithheld and divide that amount
by the number of pay periods in the year.
Enter the additional amount you want with-
held each pay period on line 2.

Line 3 of Form W-4

Exemption from withhoiding.——You can
claim exernption from withholding only if
last year you did not owe any Federal in-
come tax and had a right to a refund of all
income tax withheld, and this year you do
not expect to owe any Federal income tax
and expect to have a right to a refund of all
income tax withheld,

If you qualify check boxes 3a and b,
write “EXEMPT" on line 3b and answer
Yes or No to the guestion on line 3ec.

If you want to claim exemption from
withholding next year, you must file a new
Form W-4 with vowr employer on or before
Aprif 30 of next year. |f you are not having
Federal income tax withheld this year, but
expect to have a tax liability next year, the
law requires you to give vour employer a
new Form W—4 by December 1.

If you are covered by the Federal Insur-
ance Contributions Act, your employer
must withhold social security tax from your
pay.
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"~ Tax Credit Table for Figuring Your Withholding Allowances—See Example Below
Allowances p | © | -1 | 2 | 3 | 4 | 5 I
Estimated - If the amount of estimated tax credits is:

“salaries and
- At But fess A But less

wages from At
all sources: Under least least than feast than

PG5 Single Employees
Under $5,000 | No sdditional stiowa
5,000-15.000 :

15.001-25,000
25,001-35000 |

9l
[IEETES[i Head of Househ
Under $5,000 | Mo additional
5,000—20,000 150
20,001-25,000
35,001-45,000 .

[RaeDl | Married Employ
Under $8,000 {u;
8,000-15,000

15,001-25,000 g

25,001-35,000

35,001-45,000 :

AL Mar

Under $8,000
8,000-15,000 :
15,001-25,000 0

Bul lew.
than

At
least

But less
than

At
least

" Butless
than

At
least

But less
than

B e

"Employees

Pm—

EYTIEL &

ried Emplnyess'(WhénBéth’Sp‘o“s‘és‘ 'aTe'_ErTlﬁIOYéﬁ)' _ ’

} ‘?' L e
Example: A taxpayer who expects to file a Federal income tax return as a single person estimates annual wages of $12,000 and tax
- crediig gf $650. Trfe taxpayer uses Part | for single employees. The $12,000 falls in the wage bracket of $5,000 to $15,000
in the left column. Reading in the shaded area to the right, $650 falls within the estimated tax credits bracket of At least
500 But less than 700. Lecking to the top of the column, the taxpayer finds that 2 allowances are permitted. The taxpayer
enters “2" on line D of the Worksheet below.

Worksheet to Figure Your Withholding Allowances to be Entered on Line 1 of Form W—4
(Letters on this worksheet are keyed to the letters in the line-by-line instructions on page 1)

F, ST P e

oY SN

o S

A Personal allowances . . . . . . .. . . 4 4 e 4w » A
B Special withholding allowance (not to exceed 1 allowance—see instructions on page 1) . > B !
€ Allowances for dependents . » c

:D Allowances for estimated tax credits (from Tax Credit Table for Figuring Your Withholding Allowances, abiove):
1 Find your filing status under Part |, il, 111, or IV of the table.
2 Under your filing status, find your estimated salaries and wages in the left column.
3 Read the shaded amounts across to the right until you get to the amount of your estimated tax credits.
4 At the top of that column is the number of ailowances you may take for yeur estimated tax credits. Enter the
number of allowances . P »
E Allowances for estimated itemized deductions and alimony:
1 Enter the amount of your estimated itemized deductions, including alimony payments,
for the year . . . . >

2 Find your total estimated salaries and wages amount in the |eft column of the table be-
low. Read across to the right and enter the amount from the eclumn that applies te you.
Enter that amount here (if claiming only alimony payments on line E1, enter 0" en line

-
@

E2) . 2
%
Estimated salaries Single Married Employees Employees with more than /
and wages from Employees {one spouse working ong job or Married Employees /
all sources: {only one joh) and one job only) with hoth spouses working /
Under §10,000 . $2,800 $3,900 e .. %4000 /
18,000-30,000 .2 [ 5 . 5,800 /
30,001-40,000 3,500 3,900 . 8,000 /
15% of estimated 139% of estimated | 239 of estimafed /
Over $40,000 { salaries and wages * { salarles and wages ' " | salaries and wages 7

3 Subtract line E2 from line EI , . RS U .1 3 b
4 Divide the amount on line E3 by $1,000 (round-off fractions to the nearest whole number). Enter here . >
F_Total (add lines A through E). Enter total here and on line 1 of Form W—4 . > F

Privacy Act of 1974

The internal Revenue Code requires em-
pleyees to fill out and give their employers
a signed withholding allowance certificate
that shows the number of withholding
allewances an employee claims (section
3402(f)(2}(A} and its regulations). You are
aiso required to give your social security
number for proper identification and proc-

essing (section 6109 and its regulations).

if you do not fill out a withholding al-
lowance certificate, you will be treated as
a single person who ctlaims no withhoid-
ing allowances (sections 3402(1) and
3401¢e)).

The main use of this information is to
carry out the Internal Revenue laws of the
United States. Routine uses of the infor-
mation include giving it to the Department

of Justice if they need it in connection with
civil or eriminal litigation, and te the State-
and District of Columbia for use in admii
istering their tax laws.

At the time this form was printed, regu-
|ations were proposed which wouid require
employers to send the IRS copies of cer-
tain Forms W—4.
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