2020 Federal Tax Table Changes
Data Pro Accounting Software has insured that all of the necessary Federal Tax Tables are
included in the 2020 Payroll update to be able to comply with the necessary calculations and
reporting as dictated by the new IRS rules for 2020.
If you downloaded this update between December 30th and January 1st, 2020, you need to run
the DP/Update option once more as one more round of changes were implemented in the three
new Federal Tax Tables that have been added in 2020. It is very important that you run this update
the second time. If you are running this update for the first time, you will get all updates at once.
If the screen appears with the following message, then you definitely need this update. If you have
other update information at the top of this screen, scroll down to the bottom as this will appear last
on the list.

Redesigned Form W-4 for 2020.
The IRS has redesigned Form W-4 for 2020. In the past, the value of a withholding allowance was
tied to the amount of the personal exemption. Due to changes in the law, taxpayers can no longer
claim personal exemptions or dependency exemptions; therefore, the 2020 Form W-4 no longer
asks an employee to report the number of withholding allowances that they are claiming.
The revised Form W-4 is divided into five steps. Step 1 and Step 5 apply to all employees. In Step
1, employees enter personal information like their name and filing status. In Step 5, employees sign
the form. Employees who complete only Step 1 and Step 5 will have their withholding figured based
on their filing status's standard deduction and tax rates with no other adjustments.

If applicable, in Step 2, employees increase their withholding to account for higher tax rates due to
income from other jobs in their household. Under Step 2, employees either enter an additional amount
to withhold per payroll period in Step 4(c) or check the box in Step 2(c) for higher withholding rate
tables to apply to their wages. In Step 3, employees decrease their withholding by reporting the
annual amount of any tax credits for dependent children they will claim on their income tax return.
In Step 4, employees may increase or decrease their withholding based on the annual amount of other
income or deductions they will report on their income tax return and they may also request any
additional federal income tax they want withheld each pay period. Employees who have submitted
Form W-4 in any year before 2020 aren't required to submit a new form merely because of the
redesign. Employers will continue to figure withholding based on the information from the
employee's most recently submitted Form W-4. The withholding tables in Pub. 15-T allow
employers to figure withholding based on a Form W-4 for an earlier year as well as the redesigned
2020 Form W-4. While you may ask your employees first paid wages before 2020 to submit new
Forms W-4 using the redesigned version of the form, you should explain to them that they’re not
required to do this and if they don't submit a new Form W-4, withholding will continue based on a
valid Form W-4 previously submitted. All newly hired employees first paid wages after 2019 must
use the redesigned form. Similarly, any other employees who wish to adjust their withholding must
use the redesigned form. A new employee who is first paid wages in 2020, including an employee
who previously worked for you and was rehired in 2020, and who fails to furnish a Form W-4 will
be treated as if they had checked the box for Single or Married filing separately in Step 1(c) and
made no entries in Step 2, Step 3, or Step 4 of the 2020 Form W-4. However, an employee who was
paid wages in 2019 and who failed to furnish a Form W-4 should continue to be treated as single and
claiming zero allowances on a 2019 Form W-4. For the latest information about developments related
to Form W-4, go to IRS.gov/FormW4.

We advise you to go to the IRS link below to read the specific details on how employees need to
complete the new version of the W-4 form.

https://www.irs.gov/pub/irs-pdf/p15.pdf
For Employers, you may download the new W-4 form from the IRS web site at:

https://www.irs.gov/pub/irs-pdf/fw4.pdf
Employees will need to complete this new W-4 form and return it to their employers. Based on
their answers, you will then need to complete the additional form for Employers before you can
set up the new Federal Withholding Tables within the Data Pro Infinity POWER Payroll
module.

https://www.irs.gov/businesses/small-businesses-self-employed/incometax-withholding-assistant-for-employers

Income Tax Withholding Assistant for Employers
The Income Tax Withholding Assistant is a spreadsheet that can help small employers calculate
the amount of federal income tax to withhold from their employees’ wages. It can help you as you
transition to the new Form W-4 for 2020. Use the Income Tax Withholding Assistant if you
typically use Publication 15-T to determine your employees’ income tax withholding.

https://www.irs.gov/forms-pubs/about-publication-15-t
Percentage Method Tables for Automated Payroll Systems: If you have an automated payroll
system, like the Data Pro Infinity POWER Payroll module, use the worksheet below and the
Percentage Method tables that follow to figure federal income tax withholding. This method
works for Forms W-4 from 2019 or earlier and Forms W-4 from 2020 or later. This method also
works for any amount of wages. If the Form W-4 is from 2019 or earlier, this method works for
any number of withholding allowances claimed.

When you go to the “Set Up and Maintenance” option in the Infinity POWER Payroll module,
after you have downloaded the updates using the DP/Update option, make sure your last Payroll
for 2019 has been completed before updating your Payroll Tax Tables for 2020. Then, choose
the option “Update Tax Table From Master File.” This will take the download and update your
company files on your local PC or Server with the latest update. This option needs to be performed
for each company that is using the Payroll module.

You must be on Version 7.5, or higher, to be able to use the DP/Update option which is the
“Check For Updates” menu option under the “Help” menu selection.

Once you have performed this task, you can click on the “Set Up Tax Tables” menu option and
then click on the binoculars button. Type in “Fed” in the Search field and you will see the updated
list of new Federal Tax Tables that are now available.

The bottom three Federal Tax Tables listed below are the new tables for 2020.

As mentioned earlier in the IRS documentation, Employees who have submitted Form W-4 in any

year before 2020 aren't required to submit a new form merely because of the redesign. Employers will
continue to figure withholding based on the information from the employee's most recently submitted
Form W-4. This would mean Employers could continue to use the existing Fed-S and Fed-M tables

listed for 2020. Only if existing Employees want to make a change to their W-4 or you hire
someone “new” must you use these three new Federal Tables for 2020.
Below are screen shots and printouts of these three new Federal Tax Tables should you need to
manually set up these tables due to your current version number or lack of Internet access to your
accounting server.

Please note that these new tables are based on “Tax Credits” as specified by the IRS, which is
different than the existing Fed-S and Fed-M tables. Also, note the “Primary Exemption”
amounts for each specific table.

Setting up an Employee using the new 2020 W4 Data
There are now three (3) Federal Tables instead of two, because the IRS has added a third for a
“Head of Household” treatment. When you read the W-4 form itself, you can determine whether
or not, you would qualify for this status or not.

The way you would configure an employees’ set up on their Payroll record is dictated by the way
they answer the new questions on their W-4. This also has to do with how many children they are
claiming under the age of 17 and how many are over 17 as is covered in Step 3 below.

For instance, in the option above, let’s say the employee claims one child under 17 years old and
one above. That would provide for $2000 in the first line and $500 in the second line for a total
amount of $2500.
How that would translate to their new FedM2 – Married 2020 Tax Table set up on their
Employee record is shown below. You would enter “1” for the “Primary Exemption” for all
records and enter the Additional Amount (annual tax credit) to the right.

Step 4 on the W-4 form then prompts each employee to enter the additional amount of deductions
or additional withholding they would like deducted from each Payroll cycle. There is a whole
table of calculations that gets them to these answers. This definitely applies to Married couples
who both have jobs. This provision is anticipating that the combined income of the two parties is
going to throw their joint income into a higher tax bracket.
As a result, the net calculation is trying to have more money withheld along the way to ensure the
Federal Taxes are covered by the end of the year.

Therefore, when a number is entered into any of these boxes, the Employer is going to the
Employee’s Payroll record to set up the “Earning” or “Deduction” code under their “Special
Pay Types” setup as seen below. In this example, this assumes the Employee has requested an
additional $388.23, per pay cycle, to be withheld from their check and submitted to the IRS for
their Federal Taxes.

For any other specific information on the new Payroll changes, we suggest you contact your CPA
or accountant for specific advice for your firm or your employees’ needs.

