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Back to Basics: What is a Form W-4 and How Do You Fill it Out?
By Liz Zemak, EA, Senior Tax Accountant
What is Form W-4?
When you start a new job, part of the
paperwork that your new employer will
have you fill out is Form W-4. This form
tells your employer how much Federal
income tax to withhold from your
paycheck each pay period. It is important to have the proper amount
withheld so that you do not end up
either in an underpayment or in a significant overpayment situation. If you
underpay, you end up having to pay the difference to the IRS,
plus a costly penalty. If you overpay, the IRS gets to hold your
money and you can't do anything with it until they pay your
refund.
How do you fill it out?

page 4 of the form. This is generally fine to do unless you have
investment or trust income and would like a more accurate
withholding to match your tax liability. Step 5 is where you
sign and date the form.
Since steps 2 through 4 are optional, here are the details:

Step 2: This should be completed if you have multiple jobs or
your spouse works and is important because it affects your tax
rates. If this is your only job and your spouse does not work,
skip this section:
If this does apply to you and your circumstances, you will need
to do one of the following to complete the section:

On the form itself, step 1 is where you will enter all your personal information (name, address, social security number, and
filing status).
If you did not owe taxes in the prior year and you do not expect to have a tax liability (tax debt owed to a taxing authority)
in the current year, you are not required to fill out steps 2
through 4; simply write “exempt” in the space below step 4(c).
Steps 2 through 4 are completed only if they apply. If you fill
out only steps 1 and 5, your withholding is based on the standard deduction for your filing status and tax rates shown on

•

Use the estimator at www.irs.gov/W4App for accurate
withholding (this is the best option).

•

Use the “Multiple Jobs Worksheet” on page 3 of the form
(this option is a little less accurate).

•

Check the box if you have more than one job with similar
pay. You must also check this box on your Form W-4 for
your other job.

Next, complete steps 3 through 4(b) on Form W-4 for your
highest paying job:
Step 3: Complete this step if your income is less than the
amounts listed and you have dependents. The purpose of this
step is to calculate the amount of child tax credit and credit for
dependents. Skip this step if you do not have any qualifying
dependents and do not claim yourself as a dependent.
(Continued on next page … )

used to determine the amount of withholding prior to this new
form. With the new form, the IRS has considered more factors
that impact your tax liability such as your dependent credits,
deductions, and adjustments to income. You can still write in
an additional amount per pay period that you would like to be
withheld. Note that if you have previously completed the old
Form W-4 with your employer, you are not required to fill out
the new Form W-4, unless you would like to update your withholding.
Step 4: For this step, you will factor in any other income, deductions, or extra withholding you wish to have from your pay
each pay period.
•

•

•
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Indicate in this step any investment income, selfemployment income, or other income you receive that
does not have withholding. If you pay estimated taxes do
not indicate income here.
Indicate any deductions outside of the standard deduction.
If you wish to have additional withholding, indicate that
here.

Our Recommendation
Contact your tax accountant at Market Street Trust for guidance. Your tax accountant will evaluate your individual tax
return and make recommendations based on your tax history.
This is the best way to have the appropriate amount withheld
from your pay. You may also use the estimator mentioned in
step 2 of the form.
We also recommend that you fill out a new Form W-4 if you
have any major life changes such as: getting married, having a
child, getting a large pay increase or decrease, etc.; a new form
can be requested from your employer at any time. It is also
important to note there may be a Form W-4 equivalent for
your state income tax withholding; we would be happy to assist you with all applicable forms in your state.
Other Thoughts
In 2020 a new Form W-4 was released by the IRS. So, you may
hear people refer to “exemptions” or “allowances” which were
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If you have any questions or concerns regarding the Form
W-4 or other tax matters, please contact your Market Street
Trust representative and we would be pleased to assist you.

The Form W-4 images included in this article have been taken from the irs.gov PDF Form W-4 (2021); content and fields are subject to change. Please make sure you
are always working from the most recent form as issued by the IRS.
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