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IRS proposes significant
changes for 2019

Draft 2019 Form W-4 reveals planned overhaul
of federal income tax withholding calculation
The IRS has recently published a draft of the 2019 Form W-4 and
instructions containing information concerning the proposed changes
in the federal income tax withholding calculation starting next year.
As it pertains to marital status, employees would have three marital status options:
1. Single or married filing separately
2. Married filing jointly
3. Head of household
More significantly, in lieu of claiming withholding allowances, the draft Form W-4
would give employees the option of providing annual dollar amounts for:
1. Additional nonwage income, such as interest and dividends
2. Deductions from income for the household, such as itemized or other deductions
3. Income tax credits expected for the tax year
4. For employees with multiple jobs, total annual taxable wages for all lower-paying
jobs in the employee’s household
Before implementing the income tax withholding calculation in Publication 15 or
Publication 15-A, employers would be required to adjust the employee’s pay period
taxable wages according to the annual dollar amounts entered on lines 5 through 8
of the draft Form W-4. The IRS provides an example of this computation in the draft
Form W-4 instructions (page 9).
If an employee leaves lines 5 through 8 of Form W-4 blank, federal income tax would
be withheld according to the normal federal income tax withholding calculation, with
a default of two withholding allowances for single or married filing separately and
three withholding allowances for married filing jointly or head of household.
The revised Form W-4 and this updated method of computing federal income tax
withholding would apply to all new employees hired on and after January 1, 2019,
and to any existing employees who change their Form W-4 at any time next year.
Of interest, the draft Form W-4 instructions state that existing employees would not
be required to complete the new Form W-4; rather, employers would be allowed to use
the Form W-4 submitted in prior years. As with 2018, the IRS explains that the 2019
federal income tax withholding tables would be designed to work with a Form W-4
published prior to 2019, which features employees’ claimed allowances on line 5.

Form W-4

Background
Under the Tax Cuts and Jobs Act (TCJA) of
2017 and effective January 1, 2018, through
December 31, 2025, the personal exemption
deduction is suspended; however, the law allows
the IRS to administer the federal income tax
withholding rules under IRC §3402 without regard
to this provision for tax years beginning before
January 1, 2019. (TCJA §11041.)
The 2018 Form W-4 continues to contain line 5 on
which employees can claim withholding allowances.
The IRS explained that the 2018 federal income
tax withholding is designed to work with Forms W-4
submitted prior to 2018, and there is currently
no requirement that employees submit a revised
Form W-4 merely because they claimed withholding
allowances. (IR-2018-36.)

Ernst & Young LLP insights
Payroll software providers will need to begin
immediately to consider how systems would
be configured to accommodate the proposed
federal income tax withholding calculation.
Potential changes to electronic Form W-4
systems should also be considered.
The proposed Form W-4 would be far more
complex, and employees could struggle to
understand how to complete it correctly.
Accordingly, employers should consider the
extent they would provide Form W-4 training or
other assistance to their employees.
Finally, the draft Form W-4 would likely not
conform to state income tax withholding
purposes. Accordingly, states that currently use
the Form W-4 could require a unique state form
to be used.
For more information on the Tax Cuts and Jobs
Act and its impact on employers and the 2018
Form W-4, download our special report here.
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About EY
EY is a global leader in assurance, tax, transaction and advisory services.
The insights and quality services we deliver help build trust and confidence
in the capital markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a better working
world for our people, for our clients and for our communities.
EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company limited
by guarantee, does not provide services to clients. For more information
about our organization, please visit ey.com.
Ernst & Young LLP is a client-serving member firm of Ernst & Young Global
Limited operating in the US.
Ernst & Young LLP does not bear any responsibility whatsoever for the
content, accuracy or security of any links (by way of hyperlink or otherwise)
to external websites.
© 2018 Ernst & Young LLP.
All Rights Reserved.
SCORE No. 03841-181US
CSG No. 1806-2721000
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Contact us at eyworkforceadvisoryservices@ey.com.

Connect with us
Follow us on Twitter @EYEmploymentTax
Join us on LinkedIn @Payroll Perspectives from EY
Tour our payroll essentials on ey.com
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This material has been prepared for general informational purposes only and is not intended to be relied
upon as accounting, tax or other professional advice. Please refer to your advisors for specific advice.
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