Subtitle C—Employment Taxes
Chapter 24— Collection of Income Tax at Source on Wages
Section 3402.
Income tax collected at source
(a) Requirement of withholding.–
(1) In general.– Except as otherwise provided in this section, every employer making payment
of wages shall deduct and withhold upon such wages a tax determined in accordance with tables or
computational procedures prescribed by the Secretary. Any tables or procedures prescribed under
this paragraph shall—
(A) apply with respect to the amount of wages paid during such periods as the Secretary
may prescribe, and
(B) be in such form, and provide for such amounts to be deducted and withheld, as the
Secretary determines to be most appropriate to carry out the purposes of this chapter and to
reflect the provisions of chapter 1 applicable to such periods.
(2) Amount of wages.– For purposes of applying tables or procedures prescribed under
paragraph (1), the term “the amount of wages” means the amount by which the wages exceed the
number of withholding exemptions claimed multiplied by the amount of one such exemption. The
amount of each withholding exemption shall be equal to the amount of one personal exemption
provided in section 151(b), prorated to the payroll period. The maximum number of withholding
exemptions permitted shall be calculated in accordance with regulations prescribed by the Secretary
under this section, taking into account any reduction in withholding to which an employee is
entitled under this section.
***
(d) Tax paid by recipient.– If the employer, in violation of the provisions of this chapter, fails to
deduct and withhold the tax under this chapter, and thereafter the tax against which such tax may be
credited is paid, the tax so required to be deducted and withheld shall not be collected from the employer;
but this subsection shall in no case relieve the employer from liability for any penalties or additions to the
tax otherwise applicable in respect of such failure to deduct and withhold.
(e) Included and excluded wages.– If the remuneration paid by an employer to an employee for
services performed during one-half or more of any payroll period of not more than 31 consecutive days
constitutes wages, all the remuneration paid by such employer to such employee for such period shall be
deemed to be wages; but if the remuneration paid by an employer to an employee for services performed
during more than one-half of any such payroll period does not constitute wages, then none of the
remuneration paid by such employer to such employee for such period shall be deemed to be wages.
(f) Withholding exemptions.–
(1) In general.– An employee receiving wages shall on any day be entitled to the following
withholding exemptions:
(A) an exemption for himself unless he is an individual described in section 151(d)(2);
(B) if the employee is married, any exemption to which his spouse is entitled, or would
be entitled if such spouse were an employee receiving wages, under subparagraph (A) or (D),
but only if such spouse does not have in effect a withholding exemption certificate claiming
such exemption;
(C) an exemption for each individual with respect to whom, on the basis of facts existing
at the beginning of such day, there may reasonably be expected to be allowable an exemption
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under section 151(c) for the taxable year under subtitle A in respect of which amounts
deducted and withheld under this chapter in the calendar year in which such day falls are
allowed as a credit;
(D) any allowance to which he is entitled under subsection (m), but only if his spouse
does not have in effect a withholding exemption certificate claiming such allowance; and
(E) a standard deduction allowance which shall be an amount equal to one exemption (or
more than one exemption if so prescribed by the Secretary) unless (i) he is married (as
determined under section 7703) and his spouse is an employee receiving wages subject to
withholding or (ii) he has withholding exemption certificates in effect with respect to more
than one employer.
For purposes of this title, any standard deduction allowance under subparagraph (E) shall be treated
as if it were denominated a withholding exemption.
(2) Exemption certificates.–
(A) On commencement of employment.– On or before the date of the commencement
of employment with an employer, the employee shall furnish the employer with a signed
withholding exemption certificate relating to the number of withholding exemptions which he
claims, which shall in no event exceed the number to which he is entitled.
***
(k) Tips.– In the case of tips which constitute wages, subsection (a) shall be applicable only to such
tips as are included in a written statement furnished to the employer pursuant to section 6053(a), and only
to the extent that the tax can be deducted and withheld by the employer, at or after the time such
statement is so furnished and before the close of the calendar year in which such statement is furnished,
from such wages of the employee (excluding tips, but including funds turned over by the employee to the
employer for the purpose of such deduction and withholding) as are under the control of the employer;
and an employer who is furnished by an employee a written statement of tips (received in a calendar
month) pursuant to section 6053(a) to which paragraph (16)(B) of section 3401(a) is applicable may
deduct and withhold the tax with respect to such tips from any wages of the employee (excluding tips)
under his control, even though at the time such statement is furnished the total amount of the tips
included in statements furnished to the employer as having been received by the employee in such
calendar month in the course of his employment by such employer is less than $20. Such tax shall not at
any time be deducted and withheld in an amount which exceeds the aggregate of such wages and funds
(including funds turned over under section 3102(c)(2) or section 3202(c)(2)) minus any tax required by
section 3102(a) or section 3202(a) to be collected from such wages and funds.
(l) Determination and disclosure of marital status.–
(1) Determination of status by employer.– For purposes of applying the tables in
subsections (a) and (c) to a payment of wages, the employer shall treat the employee as a single
person unless there is in effect with respect to such payment of wages a withholding exemption
certificate furnished to the employer by the employee after the date of the enactment of this
subsection indicating that the employee is married.
***
(m) Withholding allowances.– Under regulations prescribed by the Secretary, an employee shall
be entitled to additional withholding allowances or additional reductions in withholding under this
subsection. In determining the number of additional withholding allowances or the amount of additional
reductions in withholding under this subsection, the employee may take into account (to the extent and in
the manner provided by such regulations)—
(1) estimated itemized deductions allowable under chapter 1 (other than the deductions
referred to in section 151 and other than the deductions required to be taken into account in
determining adjusted gross income under section 62(a) (other than paragraph (10) thereof)),
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(2) estimated tax credits allowable under chapter 1, and
(3) such additional deductions (including the additional standard deduction under section
63(c)(3) for the aged and blind) and other items as may be specified by the Secretary in regulations.
(n) Employees incurring no income tax liability.– Notwithstanding any other provision of this
section, an employer shall not be required to deduct and withhold any tax under this chapter upon a
payment of wages to an employee if there is in effect with respect to such payment a withholding
exemption certificate (in such form and containing such other information as the Secretary may prescribe)
furnished to the employer by the employee certifying that the employee—
(1) incurred no liability for income tax imposed under subtitle A for his preceding taxable year,
and
(2) anticipates that he will incur no liability for income tax imposed under subtitle A for his
current taxable year.
The Secretary shall by regulations provide for the coordination of the provisions of this subsection with the
provisions of subsection (f).
(o) Extension of withholding to certain payments other than wages.–
(1) General rule.– For purposes of this chapter (and so much of subtitle F as relates to this
chapter)—
(A) any supplemental unemployment compensation benefit paid to an individual,
(B) any payment of an annuity to an individual, if at the time the payment is made a
request that such annuity be subject to withholding under this chapter is in effect, and
(C) any payment to an individual of sick pay which does not constitute wages
(determined without regard to this subsection), if at the time the payment is made a request
that such sick pay be subject to withholding under this chapter is in effect,
shall be treated as if it were a payment of wages by an employer to an employee for a payroll period.
***
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