pennsylvania

OFFICE OF THE BUDGET

TO: All Human Resource Directors for
Agencies Serviced by the
Bureau of Commonwealth Payroll Operations (BCPO)

FROM: Stephen R. Burns
Director
Bureau of Commonwealth Payroll Operations

DATE: January 18, 2023

RE: BCPO Payroll Memo #23-01
Federal Withholding Tax (FWT) — 2023
State and Unemployment Tax — 2023

Effective with pay dates on or after February 3, 2023, changes to the FWT tables will take place as follows:

1. The Annual FWT Percentage Method Tables have changed for 2023. Copies of the
2023 annual and bi-weekly tables are attached for your reference.

2. The Annual FWT Allowance remains at $4,300.00 per allowance, or $165.38
biweekly. NOTE: The annual and biweekly FWT allowance ONLY applies to W4
forms completed prior to 1/1/2020.

3. The flat rate FWT percent will remain at 22 percent.
The withholding for Pennsylvania State Tax remains at 3.07 percent for 2023. The Department of Labor
and Industry confirmed that the employee Unemployment Tax will increase from .06 percent to .07 percent

for2023.

This memo and attachments can also be viewed on the Payroll News & Memos page on the Office of the
Budget website. The FWT schedules are available on the IRS website and Attachment #2 in this memo.

The February 2023 Employee Pay Statement will also reflect these rate changes. Please ensure that
all staff responsible for tax inquiries is aware of these changes. If you have any questions, please
contact any Payroll staff member.

Attachments

cc:  Brian T. Lyman, Chief Accounting Officer, Office of the Budget
John Gasdaska, Acting Deputy Secretary for Human Resources and Management
Lisette Lindsay, IES Business Operations HR Manager
Bureau Directors (5)
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method works for Forms W-4 for all prior, current, and fu-

1 Percentage MethOd Tables ture years. This method also works for any amount of wa-

ges. If the Form W-4 is from 2019 or earlier, this method

for Automated Payro" Systems works for any number of withholding allowances claimed.

If you're a payer making periodic payments of pensions

and WltthIdlng on PeriOdiC and annuities, use Worksheet 1B and the Percentage

Payments of Pensions and

Method tables in this section to figure federal income tax
withholding. This method works for Forms W-4P for all

Annuities prior, current, and future years. If a payer is figuring with-
holding on periodic payments based on a 2021 or earlier

If you're an employer with an automated payroll system,
use Worksheet 1A and the Percentage Method tables in
this section to figure federal income tax withholding. This

Form W-4P, the payer may also figure withholding using
the methods described in section 3 and section 5.

Worksheet 1A. Employer’s Withholding Worksheet for m
Percentage Method Tables for Automated Payroll Systems Keep for Your Records
Table 3 | Semiannually | Quarterly Monthly Semimonthly Biweekly Weekly Daily
2 4 12 24 26 52 260
Step 1. Adjust the employee's payment amount
1a Enter the employee’s total taxable wages this payrollperiod .. ... ... ... ... . .. ... 1a $
1b  Enter the number of pay periods you have peryear(seeTable3) . ..... ..., 1b
1c Multiply the amount online 1abythe numberonline1b ............. ... ... ... .. ... 1c $
If the employee HAS submitted a Form W-4 for 2020 or later, figure the Adjusted Annual Wage Amount as follows:

1d Enter the amount from Step 4(a) of the employee's FormW-4 . . .. ... . .. . e 1d $
Te Addlines 1Cand 1d . .. ..ottt s 1e $
1f  Enter the amount from Step 4(b) of the employee's FormW-4 . . . . .. ... .. .. . . . . .. 1 $
1g If the box in Step 2 of Form W-4 is checked, enter -0-. If the box is not checked, enter $12,900 if the taxpayer

is married filing jointly or $8,600 Otherwise . . .. ... ... ittt e 19 $
Th AddliNes 1Fand 1g . ..ottt et e e e e e e e e e ih $
1i  Subtract line 1h from line 1e. If zero or less, enter -0-. This is the Adjusted Annual Wage Amount .. ... .. 1i $

If the employee HAS NOT submitted a Form W-4 for 2020 or later, figure the Adjusted Annual Wage Amount as follows:

1j  Enter the number of allowances claimed on the employee's mostrecent FormW-4 . .. ............... 1j
1k Multiply line 1 by $4,300 . . . . oot 1k $
1l Subtract line 1k from line 1c. If zero or less, enter -0-. This is the Adjusted Annual Wage Amount .. ... .. 1 $

Step 2. Figure the Tentative Withholding Amount

Note. Don't use the Head of Household table if the Form W-4 is from 2019 or earlier.

based on the employee's Adjusted Annual Wage Amount; filing status (Step 1(c) of the 2020 or later Form W-4) or marital status (line 3 of
Form W-4 from 2019 or earlier); and whether the box in Step 2 of 2020 or later Form W-4 is checked.

2a Enter the employee's Adjusted Annual Wage Amount fromline fior1labove .................... oa $
2b Find the row in the a;l))propriate Annual Percentage Method table in which the amount on line 2a is at least the
amount in column A but less than the amount in column B, then enter here the amount from column A of that b $
L0
2c Enterthe amountfromcolumn Cofthatrow ... .... ... ... . .. . . i i i 2c $
2d Enter the percentage from column D ofthatrow .. ... ... ... ... . ... .. i 2d %
2e Subtractline2bfromline2a ... ... ... i e o%e $
2f  Multiply the amount on line 2e by the percentageonline2d . .......... ... .., o $
2g Addlines 2cand 2f . . ... ... g $
2h Divide the amount on line 2g by the number of pay periods on line 1b. This is the Tentative
WIthholding AMOUNT . . - . . .. . o . e e e e e e e e e e e e e e e e e e oh §
Step 3. Account for tax credits
3a Ifthe eg]ployee's Form W-4 is from 2020 or later, enter the amount from Step 3 of that form; otherwise, S
1= 1T O a
3b Divide the amount on line 3a by the number of pay periodsonline1b . ........ ... .. ... .. ... ..., 3 $
3c Subtractline 3b from line 2h. If zeroorless, enter-0- ........... ... ... .. ... .. . i . 3c $
Step 4. Figure the final amount to withhold
4a Enter the additional amount to withhold from the employee’s Form W-4 (Step 4(c) of the 2020 or later form or
line B on earlier forms) . .. ... i e e e e 4 8
4b Add lines 3c and 4a. This is the amount to withhold from the employee’s wages this
PaY PO . . . e e e e e 4b
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2023 Percentage Method Tables for Automated Payroll Systems and Withholding on Periodic
Payments of Pensions and Annuities

STANDARD Withholding Rate Schedules

(Use these if the Form W-4 is from 2019 or earlier, or if the Form W-4 is
from 2020 or later and the box in Step 2 of Form W-4 is NOT checked. Also
use these for Form W-4P from any year.)

Form W-4, Step 2, Checkbox, Withholding Rate Schedules
(Use these if the Form W-4 is from 2020 or later and the box in Step 2 of
Form W-4 IS checked)

If the Adjusted Annual
Wage Amount on
Worksheet 1A or

If the Adjusted Annual
Wage Amount on
Worksheet 1A is:

. of the
:?h:y:g:tskenc:cﬁ;??l: amoun_t that of the
Worksheet 1B is: The ) the Adjusted The ) amoun.t that
tentative Annual Wage tentative the Adjusted
Butless amount to Plus this or Payment But less amount to Plus this Annual Wage
At least— than— withhold is:  percentage— exceeds— At least— than— withhold is:  percentage— exceeds—
A B C D E A B c D E
Married Filing Jointly Married Filing Jointly
$0 $14,800 $0.00 0% $0 $0 $13,850 $0.00 0% $0
$14,800 $36,800 $0.00 10% $14,800 $13,850 $24,850 $0.00 10% $13,850
$36,800 $104,250 $2,200.00 12% $36,800 $24,850 $58,575 $1,100.00 12% $24,850
$104,250 $205,550 $10,294.00 22% $104,250 $58,575 $109,225 $5,147.00 22% $58,575
$205,550 $379,000  $32,580.00 24% $205,550 $109,225 $195,950  $16,290.00 24% $109,225
$379,000 $477,300  $74,208.00 32% $379,000 $195,950 $245,100  $37,104.00 32% $195,950
$477,300 $708,550 $105,664.00 35% $477,300 $245,100 $360,725 $52,832.00 35% $245,100
$708,550 $186,601.50 37% $708,550 $360,725 $93,300.75 37% $360,725
Single or Married Filing Separately Single or Married Filing Separately
$0 $5,250 $0.00 0% $0 $0 $6,925 $0.00 0% $0
$5,250 $16,250 $0.00 10% $5,250 $6,925 $12,425 $0.00 10% $6,925
$16,250 $49,975 $1,100.00 12% $16,250 $12,425 $29,288 $550.00 12% $12,425
$49,975 $100,625 $5,147.00 22% $49,975 $29,288 $54,613 $2,573.50 22% $29,288
$100,625 $187,350  $16,290.00 24% $100,625 $54,613 $97,975 $8,145.00 24% $54,613
$187,350 $236,500  $37,104.00 32% $187,350 $97,975 $122,550  $18,552.00 32% $97,975
$236,500 $583,375  $52,832.00 35% $236,500 $122,550 $295,988  $26,416.00 35% $122,550
$583,375 $174,238.25 37% $583,375 $295,988 $87,119.13 37% $295,988
Head of Household Head of Household
$0 $12,200 $0.00 0% $0 $0 $10,400 $0.00 0% $0
$12,200 $27,900 $0.00 10% $12,200 $10,400 $18,250 $0.00 10% $10,400
$27,900 $72,050 $1,570.00 12% $27,900 $18,250 $40,325 $785.00 12% $18,250
$72,050 $107,550 $6,868.00 22% $72,050 $40,325 $58,075 $3,434.00 22% $40,325
$107,550 $194,300  $14,678.00 24% $107,550 $58,075 $101,450 $7,339.00 24% $58,075
$194,300 $243,450  $35,498.00 32% $194,300 $101,450 $126,025  $17,749.00 32% $101,450
$243,450 $590,300  $51,226.00 35% $243,450 $126,025 $299,450  $25,613.00 35% $126,025
$590,300 $172,623.50 37% $590,300 $299,450 $86,311.75 37% $299,450
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