JUNE 4, 2019

Draft 2020 W-4: Perhaps less horrible than
the 2019 draft
The IRS promised the ﬁrst draft of the 2020 W-4 by the end of May and it kept its word. But look high and low on
the draft and you will not see any line for employees to indicate their withholding allowances. Why: The Tax
Cuts and Jobs Act suspended personal exemptions through 2025.
That’s bad news for you, since payroll systems are currently built based on the number of withholding
allowances employees claim.
Another change that will necessitate a payroll software upgrade: the addition of head of household status on
Line 1c. Head of household status has been around for a long time on 1040s, but never on W-4s.
This is probably a pretty good indication that the IRS will revamp the withholding tables to accommodate a third
status.
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What’s missing
The critical piece of information—instructions for employers—wasn’t released with the draft form, although the
IRS intends to release instructions for employers in new Pub. 15-T. A link to this new pub appears on the cover
page to the draft form, but no draft pub is available.
Also missing from this draft is a directive that employees provide you with information about their other sources
of income. That raised all sorts of privacy issues last year. On this draft, doing so is voluntary.
Upshot: Employees don’t have to disclose to you any more information than they traditionally have had to
disclose. Employees, of course, are encouraged to use the IRS’ withholding calculator to determine how much
more should be withheld from their pay. If employees want to account for other sources of income, they can
complete Line 4c.
What we can glean now
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The 2020 draft is built on ﬁve “steps,” instead of a bevy of worksheets. Without withholding allowances, the
2020 draft is actually shorter (for employees) than the W-4 you’re using now. Employees with the simplest tax
situation—single, one job, no tax dependents, no other income or deductions—need only complete Steps 1 and
5.
According to the instructions for employees, withholding will be based on their status (single, married, etc.) and
the applicable standard deduction and tax rates, less child and dependent credits. This is supposed to make
withholding more accurate and transparent, but will probably disappoint employees who count on large tax
refunds. Those employees can opt to have more tax withheld on Line 4c.
But it also seems to mean that you will not be responsible for determining employees’ withholding any more so
than you are required to do so now; a requirement that applied to the 2019 draft and to which employers
objected vociferously, since that could have led to liability to employees for withholding mistakes.
Frequently Asked Questions
FAQs for employers released along with the draft form note that you won’t necessarily need two payroll
systems—one for forms submitted before 2020 and another for forms submitted after 2019. Instead, the IRS
says that you will be able to apply the same set of withholding tables to both sets of forms.
The IRS also says that you can use one system based on the redesigned form by entering zero or leaving blank
information for current forms for the data ﬁelds that capture the information on the redesigned form.
Helpfully, the IRS says that this will all be made clear when it releases Pub. 15-T.
The FAQs also reiterate a point Dan Lauer, SB/SE Examination Field and Campus Policy at the IRS, made at the
recent American Payroll Association annual Congress: the IRS can’t require everyone to reﬁle their W-4s, but
you can try to incentivize employees to reﬁle.
Care to comment?
The IRS is taking comments on the draft form through July 1. If you care to get your two cents in, email the IRS
at: WI.W4.Comments@IRS.gov.
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