Document hosted at
http://www.jdsupra.com/post/documentViewer.aspx?fid=e8efaada-42b4-4898-bea7-8efa3d8fed79

Why And How You Have to Correctly Set Your Tax Withholding
Allowance
Payroll withholding is the most normal way of making tax payments in the US. This is an
automated process used by the IRS to credit your tax bill by deducting a fraction of your paycheck.
Adjusting your withholding allowance is important in order not to overpay the IRS. Once hired for a
job, it's advised to fill out your paperwork right to prevent severe IRS issues.
If you don't have enough funds deducted from each paycheck, then you will most probably owe
money to the IRS when you subsequently file your tax return. Obviously, this is not a good situation to
be in. Paying the IRS a considerable amount of money in April is not something anyone wants.
If too much money is withheld from your taxes, however, you are literally loaning money to the
government sans interest. You could have spent that money somewhere else or had it earning interest
for an entire year, even though it does get refunded when you file your taxes. Plenty of taxpayers
commit this error.
To equal that of your tax bill, your tax withholding can be adjusted by just accomplishing a new
W-4 form with your employer. The IRS will not owe you money and you won't owe them, too, because
the amount taken out of your paycheck will be adjusted so it will be sufficient.
It is firmly recommended that you undergo this process any time that a major change in your
life happens. Certain alterations like purchasing a home, marriage, or having a child has effects on the
amount the government requires you to pay. The IRS has various worksheets on the W-4 form and an
interactive calculator to calculate withholding allowance that will render these changes easier.
For people who have become accustomed to paying the IRS a considerable amount each year,
they will most likely experience a slight reduction in the amount that they typically take home from
every paycheck. On the opposite end, you will feel a slight increase in your bring home pay if you
typically receive huge refunds from the IRS. You will no longer be loaning the IRS your money
interest-free. Now you can be the person who earns money off of your own hard-earned money, and
you can cease lending it out for free to the government.

