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Workplace 
Spotlight:
Revisions to IRS Form W-4: What’s 
the Impact to Employers?
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Disclaimer

This presentation is not:

Legal advice

The final word on today’s topics

A political opinion

Before taking any actions on the information contained in 
this presentation, employers should review this material 
with internal and/or external counsel.

Before Taking Any Actions
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Pete Isberg is Vice President of ADP Government Affairs. He is 
responsible for managing legislative and regulatory affairs, covering a 
variety of employer compliance matters including employment tax 
payments and major legislative trends such as the Affordable Care Act. 
He has over 30 years of experience working with state legislatures and 
Congress, as well as the IRS and state agencies, workforce 
development, child support enforcement, and municipal tax authorities.

Pete holds an MBA in Finance from California State Polytechnic 
University.

Today’s speaker
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2020 W-4 Requirements – 2019 vs. 2020 Form
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Highlights: 2020 Form W-4 & Pub 15-T

• No withholding allowances(!)
• New filing status - Head of Household
• Existing employees do NOT have to complete the 

2020 version
• After 2019, new hires must use the 2020 Form W-4
• Must use the 2020 version to adjust withholding 

after 2019
• Default for new hires who do not complete a Form 

W-4 after 2019: Single, No adjustments.  
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Implications for new-hire onboarding

Some new employees may need more time to complete the W-4
• and a private room to call their accountant, family members…
• Previously: Allowances implied counting family members
• Now: “What deductions did we have last year? Tax credits? Other 

income?”

Do new hires complete Form W-4 in the office as part of on-boarding?
• Could the Form W-4 be something to take home to complete?

Only Steps 1 and 5 are required
• Name, address, Filing status and signature
• If Steps 2 - 4 are blank, withholding is based on the Filing status 

and rates
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Quick comparison: 2019 vs. 2020 W-4

77

Number of withholding allowances

Per-payroll additional amount to withhold

Checkbox for two-earner families / optional 
higher withholding

Full-year child and dependent tax credits

Full-year other (non-wage) income

Full-year deductions (over the standard deduction 
amount)

Per-payroll additional amount to withhold

2019 W-4 Inputs 2020 W-4 Inputs
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A closer look at draft 2020 Form W-4 

Step 2: Multiple Jobs or Spouse works

“Do only one of the following.”

(a) IRS Withholding Estimator at ww.irs.gov/W4App

(b) Use the Multiple Jobs Worksheet 1 (page 3)

(c) For two job households . . . BOTH spouses should check the box

• But, ONLY ONE SPOUSE should complete steps 3 and 4(a) & (b)
• (Dependent tax credits, other income, deductions)
• Additional withholding (box 4(c)) from both spouses is fine…

www.irs.gov/W4App
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How does the Step 2 checkbox work?

Tax tables assume spouses earn about the same

“The standard deduction and tax brackets will be divided equally between the two jobs.”

Tax rates apply at roughly half of the income threshold that normally applies

• For example, for MFJ, the 24% rate normally applies for wages over $180,200

• If the Step 2 box is checked, the 24% rate applies over $96,400

Impact?  The tax rate is correct for the presumed family income

• Withholding may be substantially higher than the normal schedule
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Step 2 checkbox: What could possibly go wrong?

• What if only one spouse checks the box?

• What if both spouses complete steps 3 and 4(a) & (b)?

‒ What if both claim dependents? (3)

‒ What if both enter other income? (4(a)) 

‒ What if both enter deductions? (4(b))

• What if neither spouse completes steps 3 and 4(a) & (b)?
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Impact:  How the 2020 Form W-4 shifts workload

Adjustments for Two-earner 
families

Dependent Tax Credits

Other Income

Deductions

9-Step Worksheet or Online 
Withholding Calculator; both 
calculate additional tax

Employee converted to 
allowances

10-step worksheet: Employee 
calculated additional tax or 
allowances (Combined income & 
deductions) 

10-step worksheet: Employee 
converted to allowances

New Checkbox, or Online 
Withholding Estimator, or 6-Step 
worksheet; Employee calculates 
additional tax

Enter full-year tax credit amount

Enter full-year other income

Enter full-year deductions OVER 
the standard deduction amount

Adjustment factor How handled pre-2020? 2020 and later
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Implications for employers/payroll systems

12

Withholding allowances
Employers should be prepared to support 

allowances for the foreseeable future

Additional tax to withhold

Two tax tables: 
Regular and higher withholding

Enter full-year child/dependent tax credits; 
convert to per-payroll credits against withholding

Enter full-year other income; add to wages to 
calculate FIT

Enter full-year deductions; convert to per-payroll 
reduction of taxable wages to calculate FIT

Add per-payroll additional amount to withhold (no 
change)

Pre-2020 inputs 2020 inputs
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2020 W-4 requirements – Pub 15-T instructions

13
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Deductions (4(b)): What could possibly go wrong?

• “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 enter the result here . . .”

• Key element: “use the Deductions Worksheet…”

• What if someone simply enters total deductions? 
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Extra withholding (4(c)): What could possibly go wrong?

Full year $

What if? A full-year additional withholding entry applied to a 
single paycheck might make a big difference… 

Per-pay $

Full year $

Full year $
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How to claim exemption from withholding

2020 Draft W-4 – Version 1:

2020 Draft W-4 – Version 2:

Exempt
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Non-Resident Aliens

2019 or Prior Form W-4 (Add amounts from Pub 15-T Table 1 to Wages)

2020 Draft W-4 (Add amounts from Pub 15-T Table 2 to Wages):

NRA/Non Resident Alien

NRA/Non Resident Alien
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IRS Withholding Estimator
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Pros:

• Easy Q&A format to gather relevant information

• Able to target a specific refund amount (including $0)

• Provides specific instructions on what to do

Cons(?):

• Time to gather records and go through process

Most helpful for those with:

• Life changes (marriage, new child, new job…)

• Other income (e.g., side job or business)

• Two-earner families

• Great for those who enjoy preparing taxes

Useful for mid-year check/adjustments; but, be sure to 
re-set Form W-4 in January
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State Forms W-4 (equivalents) and Withholding

19

• Some states still have allowances in their withholding 
tax tables, AND

• Still rely on the IRS Form W-4

• The 2020 Form W-4 has no space for allowances

…how will that work?

• States may issue a W-4 equivalent, or adopt IRS inputs 
and change tax calculations

‒ For example, CO, DE, NE, NM, ND, SC, UT

‒ When will we know?
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Thank you for attending!

Subscribe to our Eye on Washington email alerts at 
www.adp.com/eyeonwashington

For more workforce trends and insights, check out www.adp.com/blogs

Register for future events in our Workplace Spotlight series at 
www.adp.com/compliancespotlight 

The information provided in this document is for informational purposes only and not for the purpose of providing legal, accounting, or tax advice. The information and services ADP provides 
should not be deemed a substitute for the advice of any such professional. Such information is by nature subject to revision and may not be the most current information available.
ADP, the ADP logo, ADP Research Institute and Always Designing for People are trademarks of ADP, LLC. All other marks are the property of their respective owners. Copyright © 2019 ADP, 
LLC. All rights reserved.
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