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Presenter
Presentation Notes
My first presentation today is on conducting an IRS paycheck checkup. 
This is something you may want to do yourselves and something you should definitely relay to your employees! 



Conducting a Paycheck Checkup

" Why a Paycheck Checkup?

* Protect against having too little tax withheld
and facing an unexpected tax bill or penalty
at tax time next year.

 Avoid withholding too much; you can
receive more in your paychecks.

e Some law changes in the Tax Cuts and Jobs
Act may affect your withholding.



Presenter
Presentation Notes
So why perform a paycheck checkup? 
The Tax Cuts and Jobs act was signed into law on December 2017 by President Trump. 
This act amended the Internal Revenue Code of 1986.
The IRS advises taxpayers to do a paycheck checkup to protect against having too little or too much federal income tax withheld from your paychecks. 
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I Key Changes in Tax Law Affecting Withholding |

- ¢ Generally lower tax rates.

e Standard deductions almost doubled:
Single: $6,350 increased to $12,000,

Head of Household: $9,350 increased to
$18.000, and

Married-Joint: $12,700 increased to $24,000.
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Presentation Notes
The Tax Cuts and Jobs Act made significant changes in tax laws and resulted in “generally” lower tax rates for taxpayers.
The Standard Deduction almost doubled. 
In the past you may have used Schedule A to itemize you deductions. Now you may no longer wish to because the Standard deduction has increased. 
The standard deduction for 2017 married filing jointly was $12,700. 
If you paid mortgage interest and property taxes, you may have paid more than the standard deduction and itemized your deductions on Schedule A. 
Now with a $24,000 standard deduction for married filing jointly, you may find the standard deduction more beneficial. 

One thing on 2017 mortgage insurance premiums for 2017. At the last minute because of this Act, taxpayers were allowed to deduct mortgage insurance premiums. You pay mortgage insurance usually if you own less than 20% of your home. I owned a duplex, I paid mortgage insurance. When I filed my 2017 taxes, the mortgage statement from the bank didn’t include my mortgage insurance premiums. I later got an updated statement from the bank. I amended my taxes and saved $500. 
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| Key Changes in Tax Law Affecting Withholding I

* Exemptions eliminated,

e Child Tax Credit increased from $1,000 to $2,000
per child and eligibility expanded

* New credit for other dependents of $500 per
dependent, and

* Changes to allowable itemized deductions.
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The personal exemption was eliminated. 
So remember on the tax form where you got a $4,050 exemption from gross income for yourself, your spouse and your family members. That is gone now. 

The Child Tax Credit in 2017 was $1,000. For 2018, the credit has doubled and eligibility has been expanded. The phase out for the child tax credit has also changed, in 2017 for married filing joint taxpayers, the credit started to phase out for taxpayers making more than $110,000. For 2018, the phase out doesn’t start until $400,000. 
Eligibility for the child tax credit was expanded, BUT, also now, each child must have a social security number. 

There is a new credit for dependents. Where the child tax credit can only be claimed by the parents or guardians of minor children, the child and dependent care tax credit can also be used by those who are caring for aging parents or disabled relatives.

Lastly, there were big changes to itemized deductions. 
The allowable medical expense deduction went from those costs in excess of 7.5% of your gross income to 10% of your gross income. 
The interest on home equity loans is no longer deductible. 
Unreimbursed employee expenses, theft and casualty loss, and tax preparation fees are no longer deductible. 
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" Who Should Check Their Withholding?

* Two-income families,

* People working two or more jobs or who
only work for part of the year,

* People with children who claim credits such
as the Child Tax Credit,

* People with older dependents, including
children age 17 or older,
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Presentation Notes
The IRS recommends that the following taxpayers check their withholding; 
Two income families
People working two or more jobs or seasonal workers
People who claim the child tax credit 
People who support elderly parents and people with dependent children age 17 or older. 
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Who Should Check Their Withholding?

* People who itemized deductions in
2017, and

* People with high incomes and more complex
tax returns.



Presenter
Presentation Notes
People who itemized deduction in 2017
And people with high incomes and complex returns.  

Really this just takes a second, and the changes were so big, the IRS is recommending all taxpayers take a minute and perform a paycheck checkup. 
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IRS Withholding Calculator

* IRS.gov: Type “paycheck checkup” or
“withholding calculator” in search engine.

Tax Withholding

Bank Account (Direct Pay)
Pay by Debit or Credit Card
Payment Plan

Deposit Taxes

View Your Account

Penalties

Tax Withholding
Understand Your IRS Notice
Foreign Electronic Payments
Payment of User Fees (IVES,

Historic Easement, U.5.
Residency)

English | Espafiol | =232 (2£88) | 3t=01 | Pyccuumin | Tiéng viét

o The Tax Cuts and Jobs Act changed the way tax is calculated.

The IRS encourages everyone to perform a “paycheck checkup” to see if you have the right
amount of tax withheld for your personal situation.

For employees, withholding is the amount of federal income tax withheld from your paycheck. The amount of income tax your
employer withholds from your regular pay depends on two things:

= Theamount you earn.
= Theinformation you give your employer on Form W-4.

For help with your withholding, you may use the Withholding Calculator. You can use the Withholding Calculator to estimate
your 2018 income tax. The Withholding Calculator compares that estimate to your current tax withholding and can help you
decide if you need to change your withholding with your employer.

More details about the Withholding Calculator and the new 2018 withholding tables can be found on the Frequently Asked
Question pages:

= Withholding Calculator FAQs
= Withholding Table FAQs

Paycheck Checkup

PaycheckiChe 1 =
ychec >
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What Do I Need?

* Most recent pay stubs.

e Most recent iIncome tax return.
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General Information and Credits

YIRS

General Information

What filing status will you use on your 2018 Income Tax Return?
Single
Married filing joint return
Married filing separate return
Head of Household
Qualifying widow(er)

Can someone else claim you as a dependent on his or her tax retumn?
Yes Mo

| Continue || Resst |
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General Information and Credits
$HIRS

General Information (continued)

Select the total number of jobs in which you are currently or will be employed. (Enter military refirement pay or taxable pensions as additional
separate jobs.): 1 ¥

Check box if you held a job this year but are no longer employed in that job

Check box if you contributed to a tax-deferred refirement plan such as a 401(k), this year.

Check box if you contributed to a cafeteria or other pre-tax plan such as for health insurance, this year.
Check box if you received a scholarship or fellowship grant this year that must be included in gross income:

Select the number of dependents you will claim on your tax retun: 0 ¥

Check if:
You will be 65 or older on January 1, 2019 You are blind

Child and Dependent Care Credit

Select the number of qualifying persons for this credit:| 0 v
I you plan to claim this credit, enter an estimate of work-related child and dependent care expenses
5 00

Child Tax Credit

Select the number of qualifying children: |0 ¥

Moter the calculator will also determine the non-child dependent credit for you, based on your total number of dependents and this number of
qualifying children.

Eamned Income Tax Credit

Select the number of qualifying_children: | 0

Other Credits

Enter the total value of other {ax credits for which you expect to be eligible: § a0

Tip: If you claim any of these credits and follow the recommendations at the end of this calculator, the amount of tax withheld from your
paychecks will be reduced. This means that you will receive bigger paychecks throughout the year, and a smaller refund when you file your
tax return. The summary page at the end of this calculator will show you your expected refund if you have had too much withheld, but it will
not reflect any refundable portions of these credits.

Continue | | Reset
Start Qver
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Wage and Withholding

Non Wage Income and Adjustments
GRS

Income and Withholding

Wage Income and Withholding

* Enter zero for any amount that does not apply to you.

Enter the gross wages, salary, and fips you expect to receive in 2018. Use the amount of wages, salaries and tips
before any taxes, benefits or other items are subtracted. Do not include bonuses. (Enter military retirement or taxable
pensions as separate jobs.):

Enter any bonuses you expect to receive in 2018:

Enter the total Federal income tax withheld to date in 2018 (including amounts withheld from bonuses or which you
expect to have withheld for bonuses)

Enter the Federal income tax withheld from your last salary payment: 3
Select how frequently you are paid: Weekly

Select the date closest to when you first held this job in 2018: January 1

Select the date closest to when this job will end in 2018 December 31

* = required field

Nonwage Income

Enter the total of any other taxable earned income you received or expect to receive in 2018:

Enter any unemployment compensation you received or expeci to receive in 2018

Enter an estimate of any other nonwage income (such as dividends or interest received) you expect to receive in
2018. Do not include amounts you included in eamed income above:

Adjustments

Enter an estimate of your 2018 adjustments to income including deductible IRA confributions and education loan

interest:
Continue Reset
Start Over
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Deductions
GHIRS

Deductions
If your standard deduction, 12000, is more than your total itemized deductions, your standard deduction will be used to calculate your
withholding. Otherwise, your total itemized deduction amount will be used.

I you want to use your itemized deductions to calculate your withnolding, even if they amount to less than your standard deduction, check
this box-

Enter an estimate of your 2018 itemized deducfions:

Medical and Dental Expenses: § .00

Taxes You Paid: 5 .00
Interest You Paid: .00
Gifts to Charity: .00
Casualty Losses: .00

Other ltemized Deductions: .00

Continue | | Reset
Start Over
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Results
YHIRS

Your Results

Based on the information you previously entered, your anficipated income tax for 2018 is $3.405. If you do not change your current
withholding arrangement, you will have $6,037 withheld for 2018 resulting in an overpayment of §2.632 when you file your return. If you want
your withholding to mere closely match your anticipated tax, adjust your withholding on a new Form 'W-4 as follows:

« Forthe only job you entered (which has a projected =alary of $55,000): 12 allowances.
» Check the “Single” box on your Form W-4

Based on the information you entered, if you file a new Form W-4 for the rest of 2018 the expected refund to which you may be entitled,
should be ahout $825. Following this recommendation to file a new W-4 will ensure that the amount withheld from your wages will cover all of
your projected tax liability while minimizing your refund, as long as the information you entered in the calculator remains correct.

Caution! The recommended number of allowances will result in no income tax being withheld from your pay (because your year-to-date
withholding is already sufficient to mest your anticipated tax). Therefore, you should analyze your withholding again at the beginning of 2019
{or any time there is a change to your tax situation). If you do not check your withholding at the beginning of next year, you will likely be
underwithheld for 2019.

Following is a recap of information entered on the preceding pages on which the above advice is based.
Prepared: August 31, 2018

Filing Status: single Someone else can claim you as a dependent: no
MNumber of jobs: 1 MNumber of dependents: 1

Will you be 65 or older 1/1/2019: no Are you blind: no

Child & dependent care credit qualifying persons: 0 Child & dependent care credit expenses: 30
Child credit qualifying children: 1 EITC gualifying children: 0

Other credits: 50

Total salary: $55,000 Total plans and cafeteria: S0

Total tax withheld to date: §4,229 Total tax withheld from last check: $113
Total earned income other than salary: 30 Monwage income: 50

Adjustments to income: §0 Total itemized deductions: 30

Projected additional withholding if you do nothing: $1,808

Start Over

Page 5 of 5
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What If I Don’t Have Enough Withheld

* Submit a new W4 to your employer

Separate here and give Form W-4 to your employer. Keep the worksheet(s) tor your records.

. W_4 Employee’s Withholding Allowance Certificate OMB No. 1545-0074

Department of the Treasury » Whether you're entitled to claim a certain number of allowances or exemption from withholding is 2 @ 1 8
Internal Bevenue Service subject to review by the IRS. Your employer may be required to send a copy of this form to the IRS.

1 Your first name and middle initial Last name

2  Your social security number

Home address (number and street or rural route) 3 D Single D Married D Married, but withhold at higher Single rate.

Note: If married filing separately, check “Married, but withhold at higher Single rate.”
4 If your last name differs from that shown on your social security card,

check here. You must call 800-772-1213 for a replacement card. W D
Total number of allowances you’re claiming (from the applicable worksheet on the following pages) 5
Additional amount, if any, you want withheld from each paycheck A 6
| claim exemption from withholding for 2018, and | certify that | meet both of the followmg cond|t|ons Tor exemptlon
¢ Last year | had a right to a refund of all federal income tax withheld because | had no tax liability, and
¢ This year | expect a refund of all federal income tax withheld because | expect to have no tax liability.
If you meet both conditions, write “Exempt” here . . > | 7 |
Under penalties of perjury, | declare that | have examined this certlflcate and to the be31 of my knowledge and belief, it is true, correct, and complete.

Employee’s signature
(This form is not valid unless you sign it.) »

City or town, state, and ZIP code

Date »
|

N



Presenter
Presentation Notes
There are penalties for under paying your taxes throughout the year. If you are not withholding enough, you may be penalized! 
Use Federal Form W4 to change your withholding if needed. 
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I What If I Have Too Much Withheld?

e File a new Form W-4, this will:
Help avoid a large refund.
Put more in your regular paycheck.
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Presentation Notes
Same thing if you are having too much withheld and would like a larger paycheck each month. 
Fill out a new Federal Form W4  to change your federal withholding amount per paycheck. 
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| Will I Need To Do Another Checkup?

* Recheck your withholding:
In early 2019.
If your circumstances change.



Presenter
Presentation Notes
The IRS withholding calculator is available 24/7. 
Don’t hesitate to recheck your withholding. 


Conducting a Paycheck Checkup

| Who Should Use Publication 505?

e People with more complex tax situations should
follow the instructions in Publication 505. They
are taxpayers who:

Owe self-employment tax,

Owe alternative minimum tax,

Have tax on unearned income of dependents,

Have long-term capital gains or qualified dividends, or

Owe certain other taxes.

N
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Presentation Notes
If you find yourself going through the questions on the IRS withholding calculator and you know you have a more complex tax situation; refer to IRS Publication 505. 
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Resources

Irs.gov/withholding

IRS Publication 505, Tax Withholding
and Estimated Tax

Federal Form W-4, Employee’s
Withholding Allowance Certificate
Federal Form 1040-ES, Estimated Tax
tor Individuals



http://www.irs.gov/withholding
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